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Source: Bloomberg
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The labor market is weakening
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Source: Bloomberg
Note: missing data as a result of the federal government shutdown
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Job openings are balanced relative to unemployment
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Oil price increases are fueling accelerating inflation
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Consumer prices are rising
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The Core PCE is moving away from the Fed’s target
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A new viewpoint on inflation
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U.S. Serious Delinquency Rates by Loan Type
Percent of Loans 

ECONOMIC OUTLOOK

Source: New York Fed Consumer Credit Panel/Equifax. Data are through 2026Q1. Serious delinquency rates are the percentage of total debt that is 
delinquent by 90 days or more. 
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Cracks in consumer balance sheets are emerging
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Consumer sentiment remains weakening
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Employment Growth Comparison
Percent

ECONOMIC OUTLOOK

Source: U.S. Bureau of Labor Statistics. Denver area inflation is measured using prices in the Denver-Aurora-Lakewood metropolitan area. Data 
are through May 2026. 

S E C T I O N  0 1  — E C O N O M I C  O U T L O O K

Colorado employment is lagging the nation
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Source: U.S. Bureau of Labor Statistics. Data are seasonally adjusted. Data for the U.S. are through May and data for Colorado are through 
April. 
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Colorado unemployment is down, but the labor force is shrinking
Unemployment Rate Labor Force
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Inflation Comparison – CPI-U
Percent Change Year Ago

ECONOMIC OUTLOOK

Source: U.S. Bureau of Labor Statistics. Denver area inflation is measured using prices in the Denver-Aurora-Lakewood metropolitan area. Data are through May 2026. 

S E C T I O N  0 1  — E C O N O M I C  O U T L O O K

Denver area inflation is accelerating
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Source: U.S. Bureau of Labor Statistics and Colorado Legislative Council Staff calculations. 
Headline inflation includes all products and services. Transportation includes new and used vehicles, vehicle parts, and motor fuel. Housing includes the cost of rent, homeowner 
rental equivalent, utilities, and other housing costs. 

S E C T I O N  0 1  — E C O N O M I C  O U T L O O K

Energy prices have contributed to Denver-area inflation pressure
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The Fed in Transition

Recent policy regimes and the post-GFC playbook
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A transitional phase for U.S. monetary policy
The Federal Reserve is entering a transitional phase marked by evolving leadership, a reassessment of its policy 
framework, and a shifting macroeconomic backdrop. The dual mandate remains intact, but the emerging regime favors 
enhanced data utilization, leaner communication, and a sharper focus on price stability.

Higher near-term 
neutral rate

May reduce fixed income 
tailwinds and elevate the 
importance of active 
duration management.

Elevated policy 
uncertainty

Enhances the value of 
diversification across 
permitted asset sectors.

Tighter funding 
conditions

Liquidity management 
becomes more critical as 
dislocations grow more 
episodic.

Pressure on credit 
allocations

Higher discount rates and 
tighter multiples raise the 
bar for earnings quality 
and balance sheet 
strength.

Bottom line: a shift away from the ultra-accommodative, post-GFC policy era toward a more balanced — and potentially more volatile —
environment, calling for flexibility, rigorous risk management, and disciplined strategic asset allocation.

CHANDLER ASSET MANAGEMENT
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S E C T I O N  0 2  — T H E  F E D  I N  T R A N S I T I O N

Recent Fed “regimes”

1987–2006

Greenspan

2006–2014

Bernanke

2014–2018

Yellen

2018–2026

Powell

2026–present

Warsh

Each transition has recalibrated how much the Fed tells markets in advance — and how much 
markets should expect to infer from incoming data instead.

CHANDLER ASSET MANAGEMENT THE FED IN TRANSIT ION
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S E C T I O N  0 2  — T H E  F E D  I N  T R A N S I T I O N

Recent Fed “regimes”

1987–2006

Alan Greenspan

Deliberately minimalist statements; “constructive 
ambiguity”; markets read between the lines

CHANDLER ASSET MANAGEMENT THE FED IN TRANSIT ION
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S E C T I O N  0 2  — T H E  F E D  I N  T R A N S I T I O N

Recent Fed “regimes”

2006–2014

Ben Bernanke

Financial-crisis response; QE launched; post-meeting 
statements formalized

CHANDLER ASSET MANAGEMENT THE FED IN TRANSIT ION
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S E C T I O N  0 2  — T H E  F E D  I N  T R A N S I T I O N

Recent Fed “regimes”

2014–2018

Janet Yellen

Gradual policy normalization; expanded 
press-conference cadence

CHANDLER ASSET MANAGEMENT THE FED IN TRANSIT ION
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S E C T I O N  0 2  — T H E  F E D  I N  T R A N S I T I O N

Recent Fed “regimes”

2018–2026

Jerome Powell

Extensive forward guidance; large balance 
sheet; detailed dot-plot commentary

CHANDLER ASSET MANAGEMENT THE FED IN TRANSIT ION
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S E C T I O N  0 2  — T H E  F E D  I N  T R A N S I T I O N

A New Chair Takes the Helm

2026–present

Kevin Warsh

Leaner statements, forward guidance 
withdrawn, five task forces launched

CHANDLER ASSET MANAGEMENT THE FED IN TRANSIT ION

Going, going gone?
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S E C T I O N  0 2  — T H E  F E D  I N  T R A N S I T I O N

The post-GFC playbook vs. the emerging regime

Dimension Post-GFC Era Emerging Regime

Communication Extensive forward guidance; lengthy 
statements

Forward guidance withdrawn; statements 
sharply shortened

Balance sheet Large-scale asset purchases; slow, gradual 
runoff

Task force reviewing pace and composition, 
including an all-Treasury goal

Data approach Reliance on traditional official series 
(core/non-core CPI, PCE)

Use of private-sector and real-time data, 
trimmed-mean inflation measure

Policy posture Ultra-accommodative bias following the 
financial crisis

Narrower focus on the dual mandate; price-
stability emphasis

Rate path signaling Detailed dot-plot narrative embraced by 
policymakers

More selective participation in dot-plot 
projections

CHANDLER ASSET MANAGEMENT THE FED IN TRANSIT ION
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Five Task Forces for Reform

Communications, data, inflation framework, productivity, and the balance sheet

CHANDLER ASSET MANAGEMENT
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S E C T I O N  0 3  — F I V E  T A S K  F O R C E S

A sweeping, first-principles review

Following his first FOMC meeting on June 17, 2026, Chair Warsh announced five task forces — drawing on internal and outside experts — to re-
examine core Fed practices. Each will “start with first principles, ask hard questions, examine current practice, consider alternatives,” and 
propose next steps for policymakers.

01

Communications

How the Fed conveys 
policy — statements, 
the SEP, minutes, 
press conferences

02

Balance Sheet

Size, composition, 
and pace of runoff, 
including an all-
Treasury holdings 
goal

03

Data Sourcing

Broader use of 
private-sector and 
real-time data 
alongside official 
series

04

Productivity & 
Jobs

How AI and 
demographic shifts 
are reshaping labor 
markets and output

05

Inflation 
Framework

The drivers of 
inflation and the 
toolkit for delivering 
2% price stability

CHANDLER ASSET MANAGEMENT F IVE TASK FORCES
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S E C T I O N  0 3  — F I V E  T A S K  F O R C E S

Communications: a leaner, less directive Fed

In his first press conference, Chair Warsh cut forward-looking rate 
signals and pared back the post-meeting statement, arguing 
markets perform best reacting to incoming data rather than 
anticipating the Fed's reaction to it.

• Post-meeting statement shortened from 341 words in April to 132 
words in June 2026

• Explicit forward guidance omitted from the June FOMC statement

• Warsh declined to submit his own projection in the June dot plot

• Statement format reverted to lead with the rate decision itself — a 
callback to pre-2009 style

FOMC STATEMENT LENGTH

April 2026

341 words

June 2026

132 words

A roughly 61% reduction in statement length under 
the first Warsh-led FOMC meeting.

CHANDLER ASSET MANAGEMENT F IVE TASK FORCES
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S E C T I O N  0 3  — F I V E  T A S K  F O R C E S

Rethinking the data the Fed relies on

Chair Warsh has argued that traditional inflation gauges — including the Fed's preferred PCE index — offer only a rough 
read, even excluding volatile food and energy prices. The data task force will assess new sources and methods for a more 
timely picture of the economy.

Private-sector data

Supplementing official statistics 
with faster-moving, higher-
frequency private data series

Trimmed-mean inflation

Evaluating alternative inflation 
measures beyond the standard 
core/non-core split

“What's happening now”

A stated preference for 
actionable, contemporaneous 
signals over historical “echoes”

Practitioner takeaway: expect Fed communication to lean more heavily on data characterizations markets aren't 
accustomed to — watch for new series cited in speeches and minutes.

CHANDLER ASSET MANAGEMENT F IVE TASK FORCES
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S E C T I O N  0 3  — F I V E  T A S K  F O R C E S

Inflation framework: reaffirming — and re-examining — 2%

Chair Warsh has stated unambiguously that the Committee remains committed to its 2% price-stability objective, invoking his 
long-held view that “inflation is a choice.” At the same time, the inflation-framework task force has been directed to examine the 
underlying drivers of inflation and the full range of tools available to deliver on that objective in a changed economy.

JUNE 2026 SUMMARY OF ECONOMIC PROJECTIONS (MEDIAN)

Measure 2026 2027 2028 Longer Run

Real GDP growth 2.2% 2.3% 2.2% 2.0%

Unemployment rate 4.3% 4.3% 4.2% 4.2%

PCE inflation 3.6% 2.3% 2.0% 2.0%

Core PCE inflation 3.3% 2.5% 2.1% —

Source: Federal Reserve, June 2026 Summary of Economic Projections. Nine of eighteen participants penciled in at least one hike for 2026; Chair Warsh did not submit a projection.

CHANDLER ASSET MANAGEMENT F IVE TASK FORCES
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S E C T I O N  0 3  — F I V E  T A S K  F O R C E S

Productivity, jobs, and the AI question

A dedicated task force will examine how artificial intelligence, demographic shifts, and immigration trends are reshaping the labor 
market and productivity — factors the Committee sees as increasingly consequential for both sides of the dual mandate.

Demand or supply?

Does AI investment raise aggregate 
demand through spending, or expand 
supply through productivity gains?

Labor force effects

Lower population growth and 
immigration are viewed as forces 
affecting employment trends 
independent of monetary policy

Deregulation as disinflation

Regulatory changes are being 
weighed as a potential disinflationary 
force worth incorporating into the 
outlook

CHANDLER ASSET MANAGEMENT F IVE TASK FORCES
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S E C T I O N  0 3  — F I V E  T A S K  F O R C E S

Productivity, jobs, and the AI question

CHANDLER ASSET MANAGEMENT F IVE TASK FORCES

TASK FORCE LEADERS

Marc Andreessen

Cofounder and general partner, 
Andreessen Horowitz

Charles I. Jones

Professor of economics, Stanford 
University, currently on leave at 
Anthropic

Asha Sharma

Executive vice president and Xbox 
CEO, Microsoft Corp.

“Survey the pace, the reach, [and] the economic impact of new general-purpose technologies, including AI, and explore the 
implications for the Fed in pursuit of our employment and inflation mandates.”

CHAIRMAN KEVIN WARSH
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S E C T I O N  0 3  — F I V E  T A S K  F O R C E S

Balance sheet: toward an all-Treasury holdings goal

The balance sheet task force will examine the size and composition of 
the Fed's asset holdings. Former officials expect the review to favor an 
all-Treasury portfolio over time, prioritizing runoff of mortgage-backed 
securities — though any shift would need to be managed carefully to 
avoid financial-stability strain.

• Current holdings still include substantial mortgage-backed securities 
alongside Treasuries

• Runoff of MBS holdings viewed as a likely early priority

• Pace and endpoint of the reduction remain open questions for the task force

• Careful sequencing needed given the size of the balance sheet, which has 
exceeded $6 trillion in recent years

ILLUSTRATIVE BALANCE SHEET SHIFT

Today

Illustrative goal

Treasuries MBS

Directional illustration only, not an official Fed target.

CHANDLER ASSET MANAGEMENT F IVE TASK FORCES
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FOMC Structure & the Vote

Committee composition and where the committee stands

CHANDLER ASSET MANAGEMENT
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S E C T I O N  0 4  — F O M C  S T R U C T U R E

How the 12-member committee is built

7
Board of Governors members 
(Washington) — vote at every meeting

1
President of the Federal Reserve Bank 
of New York — permanent vice-chair 
vote

4
Seats that rotate annually among the 
remaining 11 Reserve Bank presidents

All 19 policymakers (7 governors + 12 Reserve Bank presidents) attend and contribute to the dot plot regardless of voting status; only 12 cast votes at 
any given meeting.

Meeting cadence: 8 scheduled meetings per year, roughly every six weeks, each spanning two days. Four meetings (March, June, September, 
December) include the Summary of Economic Projections. The next meeting is scheduled for September 15–16, 2026.

CHANDLER ASSET MANAGEMENT FOMC STRUCTURE
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S E C T I O N  0 4  — F O M C  S T R U C T U R E

Where the committee stands: rates and dissents
FEDERAL FUNDS TARGET RANGE

3.50% – 3.75%
Held steady since the December 2025 cut, across January, March, 
April, and June 2026 meetings

Recent dissent pattern:

March 2026: 11–1 vote to hold, with Gov. Miran dissenting in favor 
of a cut

April 2026: 4 total dissents — a genuine split on the pace of 
easing

June 2026: Unanimous vote to hold at 3.50%–3.75%, Warsh's first 
meeting as chair

JUNE 2026 DOT PLOT: A SPLIT COMMITTEE

9 of 18
participants penciled in at least one rate hike for 2026

Chair Warsh did not submit a projection, consistent with his 
effort to reduce reliance on forward-looking committee 
signals.

Implication: the committee itself is not of one mind on the path 
ahead — a genuine source of policy-path uncertainty for 
portfolio positioning.

Source: Federal Reserve FOMC statements and Summary of Economic Projections, 2026.

CHANDLER ASSET MANAGEMENT FOMC STRUCTURE
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Implications for the Economic Landscape

Rates, uncertainty, liquidity, and credit

CHANDLER ASSET MANAGEMENT
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S E C T I O N  0 5  — E C O N O M I C  L A N D S C A P E

A higher near-term neutral rate

With the federal funds rate held at 3.50%–3.75% through five consecutive 2026 meetings, and nearly half the Committee flagging 
hike risk in its projections, the path of least resistance points to fewer and later cuts than the market once expected — not a return 
to near-zero policy rates.

Reduced fixed income tailwinds

A higher-rate environment reduces the price 
gains that were common after the Great 
Financial Crisis, so returns come more from 
carry and income.

Active duration management

With less forward guidance to lean on, 
positioning ahead of policy shifts requires 
closer tracking of incoming data rather than 
the Fed's own signal.

CHANDLER ASSET MANAGEMENT ECONOMIC LANDSCAPE
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S E C T I O N  0 5  — E C O N O M I C  L A N D S C A P E

Elevated policy uncertainty

A narrowly confirmed chair, a Committee visibly split on the rate path, and five open-ended task forces reviewing core 
practices add up to a wider range of plausible policy outcomes than markets have priced in recent years.

• Narrowest Fed chair confirmation vote in history (54–45)

• Nine of eighteen policymakers flagging hike risk versus a 
chair signaling openness to cuts

• Communications reform reducing the market's ability to 
anticipate near-term moves

• Ongoing political pressure on the Fed's independence

PORTFOLIO RESPONSE

The value of diversification across permitted 
asset sectors rises when the range of policy 
outcomes widens — broadening exposure 
helps cushion against any single rate-path 
surprise.

CHANDLER ASSET MANAGEMENT ECONOMIC LANDSCAPE
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S E C T I O N  0 5  — E C O N O M I C  L A N D S C A P E

Liquidity management becomes more critical

As balance sheet policy is reassessed and funding conditions adjust to a leaner Fed communication style, 
dislocations in short-term markets could become more episodic — sharper, but shorter-lived — rather than 
smoothly telegraphed in advance.

1

Balance sheet runoff

Continued reduction toward an all-
Treasury goal changes the supply of 
reserves in the banking system over 
time.

2

Less advance signaling

Diminished forward guidance means 
funding markets may have less 
warning before policy shifts take hold.

3

Episodic dislocations

Short-term funding stress is more 
likely to appear suddenly, rewarding 
funds with ready access to liquidity.

Practitioner takeaway: maintain robust cash-flow forecasting and layered liquidity buffers rather than relying on 
advance Fed signals to time funding needs.

CHANDLER ASSET MANAGEMENT ECONOMIC LANDSCAPE
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S E C T I O N  0 5  — E C O N O M I C  L A N D S C A P E

Credit allocations under sustained pressure

Higher interest rates lower valuations across credit markets, so issuers now have to earn their spreads based on 
fundamentals rather than the cheap money that boosted the whole sector after the 2008 crisis.

A DISCIPLINED, ROBUST CREDIT EVALUATION FRAMEWORK

Earnings quality — sustainability and durability of 
cash flows, not just headline growth

Balance sheet strength — leverage trends, coverage 
ratios, and access to funding markets

Sector and issuer selection — greater dispersion 
argues against broad-based sector bets

Ongoing monitoring — higher rates raise refinancing 
risk for weaker credits over time

CHANDLER ASSET MANAGEMENT ECONOMIC LANDSCAPE
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06

Positioning Public Fund Portfolios

Practical takeaways and what to watch next

CHANDLER ASSET MANAGEMENT
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S E C T I O N  0 6  — P O S I T I O N I N G  P O R T F O L I O S

Portfolio implications at a glance

Driver Effect Response

Higher near-term neutral rate Reduced fixed income tailwinds Prioritize active duration management

Elevated policy uncertainty Wider range of plausible outcomes Diversify across permitted asset sectors

Tighter funding conditions More episodic market dislocations Strengthen liquidity management practices

Pressure on credit valuations Compressed multiples, higher 
discount rates Apply a disciplined credit evaluation framework

CHANDLER ASSET MANAGEMENT POSIT IONING PORTFOL IOS
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S E C T I O N  0 6  — P O S I T I O N I N G  P O R T F O L I O S

Portfolio implications at a glance

CHANDLER ASSET MANAGEMENT POSIT IONING PORTFOL IOS

PORTFOLIO
DURATION

SECTOR 
ALLOCATION

TERM 
STRUCTURE

SECURITY 
SELECTION

Constraining portfolio duration relative 
to benchmark duration

Strategic allocations to key sectors, 
with value-based rotation

Positioning securities along the yield curve 
to capture value across maturities

Selecting issuers with stable to improving 
credit profiles that offer the greatest potential 
for risk-adjusted return
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S E C T I O N  0 6  — P O S I T I O N I N G  P O R T F O L I O S

What to watch next

Sep 15–16, 2026 Next FOMC meeting; Summary of Economic Projections update scheduled

Q3–Q4 2026 Communications task force expected to propose reforms

Ongoing Balance sheet, data, inflation-framework, and productivity task forces report progress

Dec 2026 Year-end FOMC meeting and SEP — a checkpoint for the first full year of the new 
regime

Dates for future FOMC meetings are tentative until confirmed at the preceding meeting; task force timing per Fed public statements as of June 2026.

CHANDLER ASSET MANAGEMENT POSIT IONING PORTFOL IOS
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C O N C L U S I O N

A more balanced — and potentially more volatile — regime

The evolving Federal Reserve regime signals a shift away from the ultra-accommodative policies of the post-
Global Financial Crisis era toward a more balanced, and potentially more volatile, policy environment.

Flexibility

Positioning that can adapt as 
forward guidance recedes and 
data-dependency rises

Rigorous risk 
management

Closer attention to duration, 
liquidity, and credit risk as 
tailwinds fade

Disciplined strategic 
asset allocation

A steady, process-driven 
approach across permitted 
sectors, through a less 
predictable cycle

Public fund managers who adapt on these three fronts may be better positioned to navigate the curve through this transition.

CHANDLER ASSET MANAGEMENT
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Thank you
Questions and discussion welcome.

Chris Blackwood

Senior Portfolio and Investment Pool Strategist

Chandler Asset Management, Inc.
1875 Lawrence St. Suite 920
Denver, CO 80303
720-527-0322

cblackwood@chandlerasset.com
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©2026 Chandler Asset Management, Inc., an SEC-Registered Investment Adviser.
This report is being provided for informational purposes only. No investment decision should be made based solely on the information provided
herein. All investments involve risk, including loss of principal invested. The strategies referenced may not be suitable for all investors. The
information contained herein is based on internal research derived from various sources and does not purport to be statements of all material
facts relating to the strategies. While not guaranteed as to accuracy or completeness, some of the information has been obtained from sources
we believe to be reliable. Opinions expressed herein are subject to change without notice. There can be no assurance that an account or
specific investment product will be able to achieve its investment objective. No guarantee of investment performance is being provided and no
inference to the contrary should be made.
Any forecasts, forward-looking statements and assumptions are inherently limited and should not be relied upon as an indicator of future
results. Any opinions and views constitute judgments made by the author at the date of this presentation and may become outdated or
superseded at any time without notice. Any statements concerning financial market trends are based on current market conditions, which will
fluctuate.

Economic factors, market conditions and investment strategies will affect the performance of any portfolio and there are no assurances that it
will match or outperform any particular benchmark. The data contained in this presentation is the property of those providers, which were
obtained from sources believed to be reliable, but are subject to change at any time at the provider’s discretion. Unless otherwise noted,
Chandler is the source of data contained in this presentation.
Fixed Income investments are subject to interest, credit and market risk. Interest rate risk: the value of fixed income investments will decline as
interest rates rise. Credit risk: the possibility that the borrower may not be able to repay interest and principal. Low rated bonds generally must
pay higher interest rates to attract investors willing to take on greater risk. Market risk: the bond market in general could decline due to
economic conditions, especially during periods of rising interest rates.
References to specific securities are examples of securities held in a portfolio and are not intended to be, and should not be interpreted as an
offer, solicitation, or recommendation to purchase or sell any financial instrument, an indication that the purchase of such securities was or will
be profitable, or representative of the composition or performance of the portfolio. The information contained in this sample presentation was
obtained from sources we believe to be reliable, but we do not guarantee its accuracy. Past performance is not indicative of future success.

Disclosures
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Dan Prater  dan.prater@us.forvismazars.com

Walking the Steel
How leaders stay steady when the ground feels unstable
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LinkedIn: danprater
X: @Dan_Prater
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What scares you?

Our top fears
Arachnophobia – Spiders

Ophidiophobia – Snakes

Acrophobia – Heights 

Cynophobia – Intense fear of dogs 

Glossophobia – Public speaking 

Astraphobia – Thunder & lightning   

Mysophobia – Germs  

…and these
Bambakophobia – Cotton balls

Nomophobia – Being w/out cell service

Globophobia – Balloons & popping sound 

Genuphobia – Touching exposed knees

Koumpounophobia – Clothing buttons  

FEAR FACTOR

Source: https://www.betterhelp.com/advice/phobias/top-10-fears-a-list-of-phobias/
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Willis Tower
103 stories     1,451 feet tall

Logic says you are safe. 
Your body is not so sure.
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• Funding cuts?

• Workforce shortages?

• Layoffs?

• AI and technology?

• Employee burnout?

• Public scrutiny?

• Enrollment pressures?

What scares you?

Leadership is about facing 

heights and steep drop-offs.
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Empire State Building, Chrysler Building, Twin Towers, Central Park Tower, George Washington Bridge

Mohawk Skywalkers
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“We learned by discipline and honor to do 
what our fathers and uncles told us to do.”

Mohawk Skywalker Myths

Fear is the Signal. 
Discipline is the Practice. 
Steadiness is the Result.
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33 Mohawk ironworker deaths

25 widows

53 children fatherless

The Bridge Collapse
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A diagnosis. 

A death.

A family crisis. 

A season of anxiety and loss. 

Reports are still due.

Deadlines.

Meetings. 

Staffing issues.

The Personal Collapse
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A steady leader does not 
pretend nothing happened. 

1. Recognize the pain (admit it, name it, don’t minimize it).

2. Adjust the load (reprioritize, delegate, delay).

3. Anchor to what remains true (value, purpose, relationships).

4. Protect your own (they need clarity, trust, humanity).

5. Take the next best step. 
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Deciding what to carry to manage the load.

Urgent Not Urgent

10   - 9   - 8   - 7   - 6 5   - 4   - 3   - 2   - 1

Im
po

rta
nt

Q1. Carry Now 
Important and Urgent 

Q2. Important, but not 
urgent.

Important, but not now. 

N
ot

 
Im

po
rta

nt

Q3. Hand Off
for completion

Q4. Set Down

“The key is not to prioritize 
what’s on your schedule, but 
to schedule your priorities.”

Stephen Covey

Discipline Under Pressure
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Your Turn

Urgent Not Urgent

Im
po

rta
nt Q1. Carry Now Q2. Important, 

not urgent.
N

ot
 

Im
po

rta
nt Q3. Hand off Q4. Set Down

Budgeting
Planning
Staff assistance
Meetings
Leadership tasks
Audits

Adjusting the Load

List 8-10 tasks or decisions you’re facing now.
Place each task into one of the four quadrants on the 
matrix and score them
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Steadiness Requires Attention to Details

• Burnout

• Silence (toward management)

• Missed deadlines

• High turnover

• Silo mentality

• Rising errors
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Signs of Distress and Danger

Bass
Pro
Shops
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Signs of Distress and Danger

Cracks are information

Cracks, unnoticed or unchecked, 

have the potential to bring down 

an entire building

Healthcare – Rural hospital closures and disruptions

Nonprofits – Funding cuts and program disruptions

Public Sector – Staffing issues, loss of institutional knowledge

Higher Ed –
Since 2020, 50 colleges have closed (or announced closure)

28 institutions closed in 2024

Source: https://hechingerreport.org/tracking-college-closures/
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1.  Where do signs of distress usually show up first in your 
organization? People? Work quality? Communication? Culture?

2.  What warning signs do disciplined leaders need to notice?

3.  What is one active outreach question that could help your 
team regain steadiness?

Table Discussion
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When the Organization Starts to Sway:

1. Notice the crack 

2. Diagnose the strain (be honest)

3. Adjust the load 

4. Steady the crew

5. Protect the structural core

Organizational Steadiness
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1. Notice the crack (pay attention to signs of distress)

• People who used to contribute are now quiet.

• High performers are still producing but seem less engaged.

• Deadlines are being met, but quality is slipping.

• Teams are more reactive, short-tempered, or defensive.

• Turnover, burnout, cynicism, or “just get through it” language is increasing.

• Employees stop bringing up problems because they believe nothing will change.

Organizational Steadiness
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2.  Diagnose the Strain 

Organizational Steadiness

1. Is this capacity strain? Too much work, too few people?

2. Is this trust strain? People no longer speak honestly?

3. Is this priority strain? Everything is urgent, nothing is clear?

4. Is this communication strain? People are guessing instead of knowing?

5. Is this change strain? AI, funding, enrollment, or restructuring anxiety?

ASK:
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3.  Adjust the Load (adjust, absorb, bend)

A skyscraper that stands perfectly rigid against 
strong forces is a structural liability.

Tuned Mass Dampers sway 
to reduce external forces.

What steps has your organization 
taken to counteract forces?

(contingency plans, succession, reserves, etc.)

Central Park Tower, world’s 
tallest residential tower.

1,000-ton 
mass damper

Organizational Steadiness
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4.  Steady Your Crew (communicate clearly and listen)

Organizational Steadiness

• What we know

• What we do not know

• How might this impact each of you?

• What is not changing?

• What happens next?

• What matters most now?

There is no such thing as 
no communication.
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5. Protect the Structural Core 

Reaffirm the WHY (Raison D'être)

Make sure Mission and Vision are relevant and true

Name & live out Values (guiding behaviors)

Organizational Steadiness

When everything is moving, people need 
to know what is not moving.
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When employees clearly understand the vision, 

they see how their daily tasks contribute to the 

broader goal.

Create the Big Picture

Connect the Dots

Accountant Challenge: Shifting their focus 
from line-item precision to broader vision.

5. Protect the Structural Core 

Organizational Steadiness

73
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The Skywalkers became steady because experienced people taught 
younger people what to do when the wind started blowing.

• Teach insight and judgment before a crisis hits

• Model steadiness when pressure rises

• Help others learn & practice before they inherit the beam

Transfer the Discipline
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Fear is the Signal. 
Discipline is the Practice. 
Steadiness is the Result.

Fear – something may be wrong.
Discipline – look closely, ask questions, 
adjust the load, etc.

Steadiness – confidence and results.
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Is your organization showing cracks?

Do you look for these details?

What loads need to be adjusted?

What must be moved (and never move)?

When I return, the next steady 
step I need to take is:

Your commitment:

Fear is the Signal. 
Discipline is the Practice. 
Steadiness is the Result.
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THANK
YOU!

The information set forth in this presentation contains the analysis and conclusions of the author(s) based upon his/her/their research and 
analysis of industry information and legal authorities. Such analysis and conclusions should not be deemed opinions or conclusions by 
Forvis Mazars or the author(s) as to any individual situation as situations are fact-specific. The reader should perform their own analysis 
and form their own conclusions regarding any specific situation. Further, the author(s)’ conclusions may be revised without notice with 
or without changes in industry information and legal authorities.

© 2026 Forvis Mazars, LLP. All rights reserved.



Preparing for GASB 103
Financial Reporting Requirements & Practical Impacts
2026 Public Sector Seminar
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Agenda

79

1. Background of GASB 103, Scope, & Effective Date

2. Key Changes & Example Financial Statements

3. Supporting GASB 103 with The Reporting Solution 
(TRS)

4. GASB Implementation Guide Exposure Draft

5. Questions and Answers and Discussion 



Background of GASB 103, Scope, 
& Effective Date

01
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Background

• GASB Statement No. 34, Basic Financial Statements—& Management's Discussion & Analysis—for State & Local 
Governments
• Issued in 1999
• Defined the structure and measurement focus of basic financial statements, notes, & required supplementary information 

(RSI), including the MD&A
• Introduced government-wide financial statements using accrual accounting, which incorporated reporting of infrastructure, 

other capital assets, & long-term liabilities—items previously reported only on a modified accrual basis in governmental funds
• Mandated a narrative MD&A before the financial statements, required presentation of the original budget in the budgetary 

comparison schedule, introduced major fund reporting for governmental & enterprise funds, & added notes on capital asset 
& long-term liability activity during the reporting period

• GASB Statement No. 103, Financial Reporting Model Improvements
• Initial research to update the financial reporting model began in 2013
• Over the last decade, GASB has conducted surveys of preparers, auditors, & users, performed field tests, held multiple user 

forums & public hearings, & reviewed hundreds of comment letters as part of developing GASB 103
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Scope

• GASB 103 establishes new accounting & financial reporting requirements—or modifies existing 
requirements—related to the following:
• Management’s discussion & analysis (MD&A)
• Unusual or infrequent items
• Presentation of the proprietary fund statement of revenues, expenses, & changes in fund net 

position
• Information about major component units in basic financial statements
• Budgetary comparison information
• Financial trends information in the statistical section
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Effective Date

The requirements of GASB
103 are effective for fiscal
years beginning after June
15, 2025, & all reporting
periods thereafter.
Earlier application is encouraged. 

If a primary government
chooses early implementation
of GASB 103, all component
units also should implement
GASB 103 in the same year.

Implement for Fiscal Years Ending
Fiscal Years 
Beginning 

After

March

31

June

30

September 

30

December

31

June 15, 2025 2027 2026 2026 2026

83
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Implementation Guide 2025-1 Q&A
Effective Date

• Q – If a primary government is implementing Statement 103 for its fiscal year ended June 30, 2026, & it will 
include 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.
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Management’s Discussion & Analysis (MD&A)

• GASB 103 does not make major changes to the MD&A

• GASB 103 instead includes detailed explanations of what they want the preparer to do:

• Financial managers are knowledgeable regarding the transactions & events, fiscal policies, & other conditions that may have a
significant impact

• The analysis should assist users in understanding why balances changed

• Financial managers should include the explanations that are most relevant to the information presented each year

• Discussion is confined to five categories: 

1. Overview of the Financial Statements

2. Financial Summary

3. Detailed Analyses

4. Significant Capital Asset & Long-Term Financing Activity

5. Currently Known Facts, Decisions, or Conditions
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Currently Known Facts, Decisions, or Conditions 

• GASB 103 includes examples of currently known facts, decisions, or conditions that are expected to have a significant effect 
on financial position (net position) or that are expected to produce significant differences from the current-period results of 
operations

• Examples include: 
• Trends in relevant economic & demographic data 
• Relevant factors used to develop the subsequent year’s budget 
• Expected changes in budgetary net position or fund balance 
• Actions the government has taken related to postemployment benefit liabilities 
• Capital asset improvement plans
• Lessee liabilities, operator liabilities in PPP arrangements, SBITA liabilities, & other long-term financings that will affect the 

government in a subsequent period 
• Actions other parties have taken that will affect the government in a subsequent period, such as new legislation or 

regulations imposed on the government
• The focus on this section should be currently known information. For purposes of MD&A, currently known refers to information 

that management is aware of as of the date the financial statements are issued
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Appendix C: Illustration

88
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Unusual or Infrequent Items

Replace extraordinary or special 
items

Unusual in nature

Infrequent in occurrence
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Unusual or Infrequent Items Defined

Unusual nature – The underlying event or 
transaction should possess a high degree 

of abnormality & be of a type clearly 
unrelated to, or only incidentally related to, 

the ordinary & typical activities of the 
government, taking into account the 

environment in which the government 
operates. Unusual nature is not 

established by the fact that an event or 
transaction is beyond the control of 

management.

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. The past 
occurrence of an event or transaction for a 
particular government provides evidence to 
assess the probability of recurrence of that 

type of event or transaction in the 
foreseeable future.
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Unusual or Infrequent Items

• Display inflows & outflows for each unusual or infrequent item separately

• Displayed as last items before net change in resource flows

• Should not be netted

• Notes should disclose:

• The program, function, or identifiable activity to which each is related

• If the event was within the control of management
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Proprietary Fund Statement of Revenues, 
Expenses, & Changes in Fund Net Position

• GASB 103 retains the requirement for proprietary fund statements of revenues, expenses, & changes in fund net position 
to distinguish between operating & nonoperating revenues & expenses

• Operating revenues & expenses are defined as revenues & expenses other than nonoperating revenues & expenses 

• These classifications should generally align with how transactions are reported in the statement of cash flows

• Nonoperating revenues & expenses are defined as:

• (a) subsidies received & provided

• (b) contributions to permanent & term endowments

• (c) revenues & expenses related to financing, i.e., interest income & expense

• (d) resources from the disposal of capital assets & inventory, & 

• (e) investment income & expenses

• This definition eliminates the need for governments to establish individual policies defining operating revenues & 
expenses, as previously required by GASB 34 
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The statement of revenues, 
expenses, & changes in fund net 
position should present the following 
information in the order shown, using 
the all-inclusive format indicated:

95

Proprietary Fund Statement of Revenues, 
Expenses, & Changes in Fund Net Position
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Subsidies
• GASB 103 defines subsidies as follows:

• (1) resources received from another party or fund 

• (a) for which the proprietary fund does not provide goods & services to the other party or fund & 

• (b) that directly or indirectly keep the proprietary fund's current or future fees & charges lower than they 
would be otherwise

• (2) resources provided to another party or fund 

• (a) for which the other party or fund does not provide goods & services to the proprietary fund & 

• (b) that are recoverable through the proprietary fund's current or future pricing policies

• (3) all other transfers

96

Proprietary Fund Statement of Revenues, 
Expenses, & Changes in Fund Net Position
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Implementation Guide 2025-1 Q&A
Interest Revenues & Expenses

• Q – Paragraph 13 of Statement No. 103, Financial Reporting Model Improvements, 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. The interest 
revenues are related to the operations of the program, whereas the interest expenses are related to how the 
fund obtained resources (financing) to operate its lending program.
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Implementation Guide 2025-1 Q&A
Interest Revenues – BTA

• Q – If the principal ongoing operation of a business-type activity (BTA) or an enterprise fund is leasing property 
to other entities, should interest revenue related to leases be reported as operating revenue?

• A – No. Interest revenue is a revenue related to financing, which, in accordance with paragraph 13 of Statement 
103, is a nonoperating revenue unless financing transactions constitute the proprietary fund’s principal ongoing 
operations. If the principal ongoing operation of a BTA or an enterprise fund is leasing property to other entities, 
the principal ongoing operation is conveying control of the right to use an underlying asset. Because interest 
revenue related to a lease is recognized from financing the operation of conveying control of the right to use an 
underlying asset, rather than from the operation itself, interest revenue from a lease should not be reported as 
operating revenue.
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Implementation Guide 2025-1 Q&A
Subsidies

• 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 (that is, all subsidies other than noncapital subsidies) if the 
provider of the subsidy has limited the use of the resources to the acquisition of capital assets. The recipient’s 
use of all or a portion of a subsidy for capital purposes does not, by itself, result in all or a portion of the subsidy 
being classified as a capital subsidy. Subsidies other than noncapital subsidies should be reported as other 
nonoperating revenues & expenses. 
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Implementation Guide 2025-1 Q&A
PILOTS as Subsidies

• Q – Do payments in lieu of taxes (PILOTs) made by a BTA or a proprietary fund meet the definition of subsidies?

• A – It depends on the substance of the transaction. In many circumstances, a PILOT is an arrangement in which 
(a) a payment from a BTA or proprietary fund is made either to the general fund of the primary government or to 
another government to compensate for tax revenue lost due to tax exemptions for the purpose of supporting 
general governmental activities & (b) the BTA or proprietary fund establishes a rate or fee that produces 
operating income greater than or equal to the amount of the PILOT. In these circumstances, the PILOT would 
meet the definition of subsidies. However, in other circumstances, a PILOT is a payment from a BTA or 
proprietary fund to another government or fund for goods or services provided to the BTA or proprietary fund. In 
those circumstances, the PILOT would not meet the definition of subsidies. The name of the arrangement is not 
relevant to the determination of whether it is a subsidy for accounting & financial reporting purposes. 
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Implementation Guide 2025-1 Q&A
Healthcare Subsidies

• Q – An insured individual receives covered healthcare services from a governmental healthcare provider, 
resulting in recognition of a revenue & receivable by the governmental healthcare provider. The third-party 
insurer is responsible for making payments to the governmental 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 governmental 
healthcare provider, those payments do not meet the criterion in paragraph 14a. The insured individual received 
goods or services from the governmental healthcare provider that resulted in the healthcare provider receiving 
resources in the form of a receivable. The third-party insurer is paying the governmental healthcare provider in 
place of the insured individual because of the contractual relationship between the insured individual & the third-
party insurer.
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Major Component Units

GASB 103 requires governments to present each major component unit separately in the reporting entity’s statement of net 
position & statement of activities, unless doing so would reduce the readability of the financial statements. 

If the readability of those statements would be reduced, combining statements of major component units should be included 
after the fund financial statements. 

GASB 103 eliminates the option to present major component unit information solely in the reporting entity’s notes to 
financial statements. 

The criteria for determining a major component unit remains unchanged from GASB 14 & continues to be based on the 
nature & significance of its relationship to the primary government. 
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Budgetary Comparison Information

GASB 103 requires governments to present budgetary 
comparison information exclusively as RSI, removing 
the option to include as a basic financial statement.

Governments also are required to present (1) variances 
between original & final budget amounts & (2) 
variances between final budget & actual amounts. 

Explanation of significant variances is required to be 
presented in notes to RSI. 
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Financial Trends Information in the Statistical Section

• When a statistical section is included in separately issued financial reports, governments that engage solely in 
business-type activities or in both business-type & fiduciary activities should present revenues distinguishing 
between operating, noncapital subsidy, & other nonoperating revenues & expenses.

110



GASB Implementation Guide 
Exposure Draft and Resources

04
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GASB Exposure Draft
Financial Reporting Model Improvements—
Subsidies

• GASB has released an Exposure Draft for the Proposed Implementation Guide on Financial 
Reporting Model Improvements–Subsidies, connected to Statement 103, Financial Reporting Model 
Improvements.

• Final guidance expected 3rd Quarter of 2026

112

https://www.gasb.org/projects/documents-for-public-comment
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GASB 103 Checklist

GASB-103-Implementation-Checklist.pdf

113 April 13, 2026

https://www.forvismazars.us/getmedia/5e5529af-0294-4b05-984d-386c14049ec5/GASB-103-Implementation-Checklist.pdf
https://www.forvismazars.us/getmedia/5e5529af-0294-4b05-984d-386c14049ec5/GASB-103-Implementation-Checklist.pdf
https://www.forvismazars.us/getmedia/5e5529af-0294-4b05-984d-386c14049ec5/GASB-103-Implementation-Checklist.pdf
https://www.forvismazars.us/getmedia/5e5529af-0294-4b05-984d-386c14049ec5/GASB-103-Implementation-Checklist.pdf
https://www.forvismazars.us/getmedia/5e5529af-0294-4b05-984d-386c14049ec5/GASB-103-Implementation-Checklist.pdf
https://www.forvismazars.us/getmedia/5e5529af-0294-4b05-984d-386c14049ec5/GASB-103-Implementation-Checklist.pdf
https://www.forvismazars.us/getmedia/5e5529af-0294-4b05-984d-386c14049ec5/GASB-103-Implementation-Checklist.pdf
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2026 Single Audit Update



Agenda

1. Single Audit Overview

2. Single Audit Environment

3. Status and 
Expectations for 2026 Compliance Supplement

4. Reminders and best practices



Single Audit Regulatory Framework

Grant agreement 2 CFR Part 200 
(Uniform Guidance)

OMB Compliance 
Supplement

118



Compliance Audit Overview
Compliance vs. Control Testing

Tests of compliance and controls are required. 

119

Compliance Testing

• Testing is determined by the 
annual Compliance 
Supplement issued by 
United States Office of 
Management and Budget 
(OMB). Testing varies by 
federal program.

• Some items that may be 
requested include:
• Invoices
• Grant reports
• Bids/RFPs
• Suspension and 

Debarment support

Control Testing

• Control testing is required 
for each required 
compliance area.

• Some items that may be 
requested include:
• Policies
• Support for proper 

approvals
• Support for review 

procedures
• Documentation of 

processes



Consequences of Noncompliance

Audit findings Increased oversight Award termination Withholding of 
payments

Required 
repayment of funds 

received

Ineligible for future 
funds

120



Single Audit Environment

Single Audit 
Environment
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  g   

The Current Single Audit Environment

5

• Boards and executives expect clearer risk prioritization, escalation
and resilience planningGovernance

• Funding priorities, agency roles and compliance expectations can shift faster than
annual planning cycles

• Competitive grant opportunities, COVID funding, changes to federal programs and
compliance requirements

Political
Volatility/Uncertainty

Delayed Supplements and evolving requirements are creating compressed 
and challenging audit timelinesAudit Timing Pressure

Leaders are balancing limited compliance capacity, growing technology needs 
and pressure to control indirect cost rates.Resource Constraints

• Data reliability and quality risks; AI bias: OMB Memo on AI
• Cybersecurity and privacy issues; legal and regulatory uncertainty

Impact of AI

https://www.whitehouse.gov/wp-content/uploads/2025/12/M-26-04-Increasing-Public-Trust-in-Artificial-Intelligence-Through-Unbiased-AI-Principles-1.pdf
https://www.whitehouse.gov/wp-content/uploads/2025/12/M-26-04-Increasing-Public-Trust-in-Artificial-Intelligence-Through-Unbiased-AI-Principles-1.pdf
https://www.whitehouse.gov/wp-content/uploads/2025/12/M-26-04-Increasing-Public-Trust-in-Artificial-Intelligence-Through-Unbiased-AI-Principles-1.pdf
https://www.whitehouse.gov/wp-content/uploads/2025/12/M-26-04-Increasing-Public-Trust-in-Artificial-Intelligence-Through-Unbiased-AI-Principles-1.pdf


Fraud Remains a Critical Area of Focus

Fraud Remains a Critical Area of Focus

HHS Cracks Down on
Years of Unchecked

Audit Findings |
HHS.gov

Taskforce created
and headed by VP

States testifying
before Congress

PRAC
• (Pandemic Response 

Accountability Committee)
moving to Treasury

Hints at performance-
based auditing

OMB Memo M-25-30
• Federal auditing does not

work
• Compliance for its own

sake is no longer the goal

Benefit payment
fraud schemes 

(Minnesota)

HHS Cracks Down on
Years of Unchecked 

Audit Findings |
HHS.gov

https://www.hhs.gov/press-room/asfr-aero-audit-enforcement-risk-oversight-initiative.html
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Key Changes Expected in the 2026 Supplement

Key Changes 
Expected in the 2026 
Supplement
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Background and Effective Date

Background and Effective Date

20

OMB has not yet issued the Supplement

Once issued, it will be effective for audits of fiscal years beginning 
after June 30, 2025

Anticipate the Supplement will be posted on OMB’s website at: 
https://www.whitehouse.gov/omb/

https://www.whitehouse.gov/omb/
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Can a 6/30/26 year-end single audit be issued before the final 2026 Supplement is released?

Can a 6/30/26 year-end single audit be issued before the final
2026 Supplement is released?

21

• No, auditors are required to use the version of the Supplement 
effective for the year-end associated with the audit

• Need key information from the Supplement, such as higher risk 
designations, 6 compliance requirements subject to audit, etc.

• Federal quality review checklists ask if the appropriate version of
the Supplement was used to perform the audit



CAUTION

CAUTION
• The following 2026 Supplement

information is based on review of
drafts from OMB

• Changes could be made by OMB before
issuance

• Important to review the issued 2026
Supplement to identify any changes

Auditors are required to use the version of the Supplement effective for the year-end
associated with the audit – Audit CANNOT be issued prior to Supplement release!
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2026 Compliance Supplement Expectations

2026 Compliance Supplement Expectations

25

• 15.018 – Energy Community Revitalization 
Program (ECRP)

• 20.337 – Consolidated Rail Infrastructure and 
Safety Improvements Program

• 93.00R – 988 and Behavioral Health Crisis 
Services Programs

• 93.798 – Rural Health Transformation 
Program

Deleted programs are still subject to audit

Auditors will utilize Part 7 of the 
Supplement to audit these programs

• 10.181 – Pandemic Relief Activities: Farm and Food 
Worker Relief Grant Program

• 16.034 – Coronavirus Emergency Supplemental 
Funding Program

• 20.319 – High-Speed Rail Corridors and Intercity 
Passenger Rail Service – Capital Assistance Grants

• 21.023 – Emergency Rental Assistance Program
• 21.026 – Homeowner Assistance Fund
• 21.032 – Local Assistance and Tribal Consistency 

Fund
• 59.075 – Shuttered Venue Operators Grant Program
• 84.425 – Education Stabilization Fund
• 93.498 – Child Care Disaster Relief

Parts 2 and 4 – new and deleted programs
New Programs Deleted Programs

The following 2026 
Supplement 
information is based
on a draft from OMB
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2026 Compliance Supplement Expectations

2026 Compliance Supplement Expectations

28

Assistance Listing Number Title

93.778/93.777/93.775 Medicaid Cluster

93.489/93.575/93.596 Child Care and Development Fund (CCDF) 
Cluster

93.558 Temporary Assistance for Needy Families 
(TANF)

Part 8, Appendix IV - Higher Risk Designation

• Removed 15.252 - Abandoned Mine Land Reclamation (AMLR)

• Added 2 new programs

The following 2026 
Supplement 
information is based
on a draft from OMB



Other Single Audit
Updates and Reminders
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FAC Updates

FAC Updates

30

No changes to the DCF in 2026

• Taskforce for updating the DCF for 2027

Adding resubmissions option - in process

• Adding ability to change the DCF, audit report, or both, for a submitted file
• Select if made changes to DCF, audit report or both
• Marked as a resubmission
• Only Federal agencies will be able to see original audit report
• A full resubmission will generate new acceptance date and may impact “low-

risk auditee” status

Future updates

• See Updates from the FAC section of the GSA FAC site

https://www.fac.gov/updates/
https://www.fac.gov/updates/
https://www.fac.gov/updates/
https://www.fac.gov/updates/
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Supercharge Your Organization
How AI and Hyperautomation Is Within Reach

August 2026
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Principal

Ben Sady
Forvis Mazars
IT Risk & Compliance Consulting

Ready to Reach 
Your Potential?
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Learning Objectives

1. Understand the concept of AI in the context of 
Hyperautomation

2. Explore practical applications of Hyperautomation



“Change is the law of life. And 
those who look only to the past or 
present are certain to miss the 
future.”

01

– John F. Kennedy
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The Journey
Who Would Have Thought

1980’s
Laserdisc

1970’s
VHS/Beta

1950’s
Reels

Source:  Video Media Timeline | Museum of Obsolete Media

Blockbuster 
Peaked

1990’s
What’s 
Next?

Today
Online 

Streaming

2000’s

https://obsoletemedia.org/video/video-timeline/
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I suppose it is tempting, if the only 
tool you have is a hammer, to treat 
everything as if it were a nail.

- Abraham Maslow
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If all I hear about is Artificial 
Intelligence (AI), I suppose I should 
use AI for everything?

- Ryan Kauzlick
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Define
What Is Hyperautomation

According to Gartner …
Hyperautomation is a business-driven, disciplined approach that organizations use to rapidly identify, vet, and automate as many business and 
IT processes as possible. 

Hyperautomation involves the orchestrated use of multiple technologies, tools or platforms, including artificial intelligence (AI), machine learning, 
event-driven software architecture, robotic process automation (RPA), business process management (BPM), intelligent business process 
management suites (iBPMS), integration platform as a service (iPaaS), low-code/no-code tools, packaged software, and other types of decision, 
process, and task automation tools.

Definition of Hyperautomation - Gartner Information Technology Glossary

https://www.gartner.com/en/information-technology/glossary/hyperautomation
https://www.gartner.com/en/information-technology/glossary/hyperautomation
https://www.gartner.com/en/information-technology/glossary/hyperautomation


Houston, We’ve Got a Problem

02



“Robots will steal jobs.”
No, they’ll steal tasks. Your people move up the 
value chain.

“Too small or too unique.”
Autonomy scales to any company size and adapts 
on the fly.

“It’s a massive IT project.”
With modern low-code tools, business users steer. 
IT monitors security; the business owns 
improvement.

Unlocking the Value of Automation
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Enterprise Automation
Levels of Autonomy

Fully autonomous AI with human-level intelligence or beyond in 
open-ended contexts, e.g., Act as a human

Operates with almost complete autonomy, e.g., Self-Improving, 
creates new procedures for changing environments

Plans and executes multi-step tasks autonomously for well-defined 
use cases, e.g., Invoice Reconciliation, Triage email with AI

The system can make constrained decisions using Machine 
Learning models, e.g., Extract content from .pdf, sentiment analysis

Follows pre-defined rules or scripts to perform tasks, e.g., RPA for 
data entry, Low Code application for data capture

NOTE:  Level 5 is aspirational in today’s world but getting closer to reality

R
ea

lit
y

As
pi

ra
tio

na
l 05 Full Autonomy

03 Partial Autonomy

02 Machine Learning-Assisted

01 Rules-Based

High Autonomy04
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Artificial 
Intelligence (AI)

Robotic Process 
Automation (RPA)

Digital Process 
Automation (DPA)

Low Code / 
No Code

Machine 
Learning (ML)

Custom 
Development

Cloud Platform 
Services

You Have a Toolbox
Use the Right Tool for the Job



Opportunity

03
“When you walk up to opportunity’s 
door … don’t knock it. Kick that ----
in, smile and introduce yourself.”

– Dwayne “The Rock” Johnson
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*Source: The Total Economic Impact® of Microsoft Power Automate – July 2024.

248% Return on investment 
over three years*

01

Cost Savings

02

Hours Saved

03

Adoption

04

Employee
Engagement

Unlocking the Value of Automation & AI
Start Small & Measure Value

Build MomentumReturn on Investment (ROI)
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Estimate Worksheet Review



Where to Start

04
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Sample Use Case
Write Invoice Data to System
Utilizing Robotic Process Automation (RPA)

01 Rules Based

Requirement

Need the ability to 
extract data from a .pdf 
and input into a 
disparate system
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Write Invoice Data to System
Short Demo
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Sample Use Case
Purchase Requisition – Sage Intacct
Utilizing Power Platform

PowerApps Power 
Automate

Draft Request

Vendors

Locations

Departments

Attachments

01 Rules Based

Requirement

The team requires the 
ability to submit 
purchase requests and 
integrate immediately 
to an ERP
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Purchase Request Submission – Sage Intacct
Short Demo

152
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Sample Use Case
AP Automation
Process/Workflow Using Power Automate

Requirement

The team must 
efficiently extract, 
verify, and approve 
invoices.

02 Machine Learning - Assisted
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AP Automation
Very Short Demo
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Sample Use Case
Use Agentic AI to Manage a Sales Pipeline
Utilizing Workato

04 High Autonomy

Requirement

Ability to interact with 
an Agentic bot to 
manage all aspects of 
a sales pipeline
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AI Lab Goal

Help teams discover automation 
opportunities to increase efficiency 
and reduce manual work
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Lab Agenda:

158

1.Find Your People
2.Problem Identification
3.Thought Provoking
4.Prioritization & Viability
5.Sharing
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Identifying the Right Processes
Key Considerations
Find the Right Process to Automate

Repetitiveness

Processes 
that involve 
repetitive 
tasks. 

Scalability

Process needs 
to scale as the 
business grows.

Error Prone

Process is 
prone to 
human error.

Employee 
Impact
Process 
impacts the 
roles and 
responsibilities 
of employees.

Cost 
Savings
Process has 
high potential 
cost savings 
from automating 
a process.

Volume

Processes 
that are 
performed 
frequently by 
multiple 
individuals.

159



© 2026 Forvis Mazars, LLP. All rights reserved.

Opportunity to Automate

AP Automation

Timesheets Email 
Management

System 
Integrations

Budgeting & 
Forecasting

Grants

Accounts 
Receivables

Expense 
Management

Payroll

Document 
Management

Fixed 
Assets

Customer 
Service

Where do I start?

160
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•Form groups of 3-5 people. 

•Arrange yourselves so you are sitting together. 

Find your people 

161
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Prioritization and Viability
5 Minutes

162

Process 
Improvements Quick Wins

Longer-Term 
Initiatives Strategic Bets

Hard Implementation

Easy Implementation

Low Impact High Impact
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Sharing Time
5 Minutes

• Problem/Desired Outcome
• Automation Approach
• Owner
• First Step
• Success Criteria

163



Are You Ready?

05
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Accuracy

Reallocate

Scalability

Automation & AI looks to minimize the risk of 
human errors leading to enhanced accuracy 
of data within a financial process.

Automation & AI enables workers to focus on 
activities that require critical thinking to 
enhance overall business productivity.

Automation & AI supports the growing workloads 
of resources without increasing the number of 
human resources.

Efficiency
Automation & AI drives efficiency in businesses 
by automating repetitive tasks, optimizing 
processes, and reducing manual intervention.

Key Takeaways

© 2026 Forvis Mazars, LLP. All rights reserved.
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Getting Started
Driving Success

Start Small

Find a project 
that is low 
hanging fruit

Win Small

Find a project 
that will give 
you a quick win

Fail Fast

If you are not going 
to get the return; 
stop the project 
immediately

166
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Call to Action
• Embrace the power of 

hyperautomation
• Your journey begins now, and 

it’s never too late
• Focus on your unique business 

processes and dare to break 
away from the crowd



Questions & Answers
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Ben Sady
Principal, IT Risk & Compliance
P: 804.474.1267
ben.sady@us.forvismazars.com 



Ethics in Action: 
Navigating Complexity 

with Confidence

David S. Goldberg, Ph.D., Instructor
DavidGoldbergCO@gmail.com | www.DrDavidSGoldberg.com



About Me
*Ph.D. in Ethical and Creative Leadership with a focus in 

Creativity, Diversity and Social Justice
*Master’s degree in Consciousness Studies
*Master’s degree in Communication
*Bachelor’s degree in Journalism & Public Relations
*Ordained Minister serving a church that honors all people and 
faith traditions, including those not on a faith path
*Adjunct Faculty, Metropolitan State University of Denver

David S. Goldberg, Ph.D., Instructor
DavidGoldbergCO@gmail.com | www.DrDavidSGoldberg.com



Course Objectives

• Apply Colorado State Board of Accountancy Rules (CRS Title 12, 
Article 100)

• Integrate AICPA Code of Professional Conduct and federal laws
• Identify and navigate ethical gray areas
• Promote justice in financial decision-making
• Evaluate personal ethical leadership



Ethics in the Age of Complexity

• The landscape has changed
• Emerging risks from AI, automation, globalization
• The public interest vs. what the public is interested in
• Can AI pass Grandma’s ethics test?



Colorado CPA Ethics Rules –
CRS Title 12, Article 100

• Statutory Foundation
• Board’s disciplinary authority and scope
• Ethics Continuing Education (CPE Requirements)



When facing a tough ethical call, 
what guides you most?

• A. Written rules and regulations
• B. My gut instinct or conscience
• C. Advice from mentors or colleagues
• D. The impact on others (stakeholders or the public)



Poll #1: Is This Client Ethical?

Your long-standing client suddenly pivots into a cryptocurrency 
venture with limited documentation and unusual transaction 
volume. They say it’s all legal, but you suspect otherwise. Do you:
• A. Resign
• B. Report
• C. Talk it out
• D. Sign anyway



AICPA, IRS, and SOX Guidance

• AICPA Code: six principles: responsibilities, public interest, 
integrity, objectivity/independence, due care and scope/nature.

• IRS Circular 230: due diligence, conflicts of interest, no 
contingent fees (mostly), return client docs, risks of suspension.

• Sarbanes-Oxley: PCAOB oversight, auditor independence, 
CEO/CFO certification, strong fraud penalties, whistleblower 
protection.



Gray Areas and Moral Reasoning

• Not everything is black or white
• Three questions to ask in any Gray Area
1. Would I be okay if this decision were made public? Transparency test
2. Would I want someone I respect to take this path? Role Model test
3. Would I feel comfortable defending this in front of a regulator or a client? 
Accountability test

Rest’s Four-Component Model of Moral Behavior
– Moral Sensitivity: recognize moral issue
– Moral Judgment: decide what’s right or fair
– Moral Intent: Prioritize doing the right thing over competing interests
– Moral Behavior: Actually take the ethical action



Gray Areas and Moral Reasoning
Poll #2: Dual Sets of Books

Scenario
You’re asked to prepare one version of projections for a lender and a 
rosier one for internal strategy. There’s no outright fraud, but clearly 
different narratives. What are you thinking?

• A. Nothing to worry about
• B. Cover myself with my supervisor and team
• C. Have a conversation with the client to understand why
• D. Refuse to sign off on a client’s work with two sets of books



Bias, Diversity, and Justice

• Ethics does not equal neutrality
• Types of bias that affect CPAs

– Unconscious bias
– Affinity bias – favoring people who look or act like us
– Confirmation bias – seeking data that supports our beliefs
– Attribution bias – explaining others’ mistakes as personal flaws but excusing 

our own as circumstantial
– Anchoring bias – letting the first figure influence all others

• Representation matters in ethical culture



Bias, Diversity, and Justice
Poll #3

You’re the CPA for a nonprofit that awards education grants. You 
notice that more than 80 percent of approved applicants are from 
affluent ZIP codes, even though the mission is equity in access. Your 
supervisor says, “It’s their money, they can do what they want.” 
What would you say or not say?
• A. This is an ethical issue.
• B. This is a data issue.
• C. This is a public relations issue.
• D. This is all of the above.



Bias, Diversity, and Justice
From Awareness to Action

Practical Actions
• Review hiring and advancement practices.
• Encourage demographic analysis in nonprofit and governmental 

financial audits.
• Recommend stakeholder impact assessments for major financial 

policies.
• Learn more about Diversity, Equity and Inclusion (DEI) 

frameworks, including reviewing AICPA’s DEI toolkit.



The Ethical Tightrope

Ethical decisions often come without a net.
Identifying 
Competing pressures

– Integrity and loyalty to boss/client
– Transparency and strategic messaging
– Short-term gain and long-term reputation
– Legal risk and career risk

Four filters to guide your actions
1. The Headline Test
2. The Role Model Test
3. The Reversal Test
4. The Licensing Test



The Ethical Tightrope
Poll #4: Positive Assumptions

• You’re the Controller for a private company. The CFO asks you to 
revise Q4 earnings projections for an investor meeting. They 
don’t say, “lie,” but suggests using “optimistic yet supportive 
assumptions” to reflect “strong market confidence.” These 
changes would improve the optics but might not pan out. Do 
you:

A. Go along with the changes – include a footnote for cover
B. Decline the request and report to senior leadership
C. Ask for the request in writing – protect yourself
D. Step back from the account altogether



Creative Ethical Leadership

• Leadership isn’t about titles, it’s about influence
• Ethical culture begins with tiny practices
• Ethics is a team sport

– Be the person who listens without judgment
– Be the person who says, “Wait, let’s think about this.”
– Be the person who knows how to disagree respectfully and still show up for your 

team.
• Model the behavior you want to see
• Build ethics into systems, not just people

– Set ethics Key Performance Indicators (KPIs)
– Use feedback loops and real-life training



Evaluation & Action Planning

• Create an Action Plan
• Five elements of an Action Plan

– Scope: Where in your professional life will you focus?
– Goals: What ethical behavior or improvement do you want to cultivate?
– Strategies: What’s your ethical game plan and general approach?
– Tactics: What specific actions or steps will you take?
– Timeline: By when will you act and how will you track it?



Evaluation & Action Planning
Poll #5: What Will You Do Differently?

• What is one takeaway from today’s class, and what is one thing 
you will do differently?

• Write in chat: One insight, one action

Closing thought:

'Ethics is who we choose to be.'



Further Resources

• Books: Blind Spots, Ethical Executive, Giving Voice to Values
• Websites: AICPA, CO Board of Accountancy, Ethics.org
• Articles from Journal of Accountancy and CPA Journal

Dr. David S. Goldberg
DavidGoldbergCO@gmail.com
www.DrDavidSGoldberg.com

mailto:DavidGoldbergCO@gmail.com
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Forvis Mazars

The information set forth in this presentation contains the analysis and conclusions of the author(s) based upon his/her/their research and 
analysis of industry information and legal authorities. Such analysis and conclusions should not be deemed opinions or conclusions by 
Forvis Mazars or the author(s) as to any individual situation as situations are fact-specific. The reader should perform their own analysis 
and form their own conclusions regarding any specific situation. Further, the author(s)’ conclusions may be revised without notice with 
or without changes in industry information and legal authorities.
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Lanny Morrow
Forvis Mazars
Analytics  |  Forensic Intelligence

• Forvis Mazars (8th largest public accounting firm
• 12,000 domestic, 47,000 worldwide
• 30 years with firm this July
• 25 years in forensics
• Developed first AI in 2008
• Current roles:

• Forensic Intelligence
• Applied Data Engineering
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Learning Objectives

1. Understand Automation & AI

2. Learn the Applications of Automation & AI 

3. Learn the Benefits of Automation & AI

4. Learn Implementation Strategies

5. See Real-World Use Cases



“Change is the law of life. And 
those who look only to the past or 
present are certain to miss the 
future.”

01

– John F. Kennedy
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Technology Journey
We’ve come a long ways!



Technology Journey

• But there is a wrong way to go 
about it…



Reframing the AI Conversation

• Immediate large scale 
implementation is probably a bad 
idea

• AI is about saving time and 
reducing errors

• Think hours or days, not months 
to start achieving results

• Progress beats perfection
• Small starts = more effective 
governance
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What ‘Good’ Looks Like

• Clear problem statement
• Simple automation or analysis
• Uses tools you already have
• Delivers visible value in days
• Easy to explain to leadership
• Start with simple then tackle more
• Governance principles:  Outputs 
are easy to verify and explain.  
Whole process is easier to 
rollback.



Houston, We’ve Got a Problem

02
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Headwinds Facing Organizations
Is Automation Right for You?

Inefficient Processes Opportunity for Automation Work Overload

On average 
companies lose 20 –
30% of revenue each 
year due to inefficient 

processes 1

On average workers 
spend 520 hours 

annually on tasks that 
could be automated 2

On average 68% of 
workers suffer from 

work overload in 
which they have too 

much to handle daily 3

1 How Inefficient Processes Are Hurting Your Company 2 How Repetitive Tasks are Hurting Your Business 3 Key Business Automation Statistics You Should Know

https://www.entrepreneur.com/growing-a-business/how-inefficient-processes-are-hurting-your-company/286084
https://blog.eversign.com/repetitive-tasks/
https://imaginovation.net/blog/business-automation-statistics/


Non-AI spend 
will shrink by 

20%

Traditional 
IT Spend AI Spend

AI budgets 
will grow by 

81%

The Great 
Reallocation

Source: Gartner, February 2026
Imagery:  Workato

https://www.gartner.com/en/newsroom/press-releases/2026-1-15-gartner-says-worldwide-ai-spending-will-total-2-point-5-trillion-dollars-in-2026
https://www.gartner.com/en/newsroom/press-releases/2026-1-15-gartner-says-worldwide-ai-spending-will-total-2-point-5-trillion-dollars-in-2026
https://workato.com/
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AI Overview – Demystifying the Tech

AI

ML

DL

Gen AI

LLM

Artificial Intelligence – computer ability to mimic
human intelligence, ranging from rule based to complex 
reasoning 

Machine Learning – “traditional AI” – learning from data 
patterns to predict outcomes

Deep Learning – leveraging human-like neural 
networks to solve complex problems, such as speech & 
image recognition

Generative AI – machine’s ability to predict outcome & 
create new content such as text, audio, video
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Helping me to do things

AI Agents

Doing things for me

vsAI Assistants
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Agentic Agents
Agentic agents have four extra properties above and beyond traditional 
generative AI (LLMs)

Goal-oriented
“Flag, stop, and reduce high-risk transactions or anomalies within the 

AP process” (contrast with Gen AI “flag high-risk transactions”)
Persistent memory

Builds a history of transactions, exceptions, and prior outcomes for   
improved detection

Autonomous triggers
Activates when predefined control thresholds or anomalies occur

Multi-step execution
Progresses from detection to analysis to recommended action, with 
full traceability

Trigger → Detection → Risk Assessment → Action → Audit 
Trail

Governance Principle:
Greater autonomy 
increases the risk of 
unintended or unverified 
actions. Mitigate through 
controlled triggers, human 
oversight, and full 
transparency of decisions.  
Often includes IT Risk 
function.
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The Importance of Using Enterprise Licenses

• Only use organization-sponsored 
enterprise AI license (CoPilot, 
GPT, etc.).

• Personal versions do not have 
agreements in place to prevent 
sensitive data from being used to 
train public AI models

• Interested parties may be able to 
infer sensitive, specific information 
from well-prompted questions and 
responses
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I suppose it is tempting, if the only 
tool you have is a hammer, to treat 
everything as if it were a nail.

- Abraham Maslow
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If all I hear about is Artificial 
Intelligence (AI), I suppose I should 
use AI for everything?

- Ryan Kauzlick
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AI Adoption
Are You Getting the Right Return?
Have you gone beyond ChatGPT and Microsoft Copilot?

Deployment Rates

5%
Solutions making it to production

95%
Are getting zero (0.0%) return on 
their investments in AI

Current Investment $

50%
Percent of funds going to Sales & 
Marketing, however, back-office 
processes yield higher ROI

>80%
Executives anticipate reduced 
hiring volume in next 24 months

The GenAI Divide - STATE OF AI IN BUSINESS 2025. 

Hiring Trend

Getting No Return

https://www.artificialintelligence-news.com/wp-content/uploads/2025/08/ai_report_2025.pdf
https://www.artificialintelligence-news.com/wp-content/uploads/2025/08/ai_report_2025.pdf
https://www.artificialintelligence-news.com/wp-content/uploads/2025/08/ai_report_2025.pdf
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Business Challenges
Creating a Foundation for Everything (Including AI)

Operational Bottlenecks Disconnected Systems Fragmented Data

Enterprise Orchestration
Compliment, Connect, and Make Intelligent Decisions
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CFO 4.0
Transform how Finance Operates

Close Books Faster

Order to Cash (O2C)

Transform
Finance

Better Reporting

Procure to Pay (P2P)

Automate journal entries, 
reconciliation & streamline 
approvals w/ built-in compliance

Orchestrate quote, order, 
fulfillment, invoicing, & 
revenue recognition

Integrate procurement Apps, 
perform 2/3-way matching & 
streamline approvals

Unify data across systems, 
automate approvals & create 
actionable insights



Opportunity

03
“When you walk up to opportunity’s 
door … don’t knock it. Kick that ----
in, smile, and introduce yourself.”

– Dwayne “The Rock” Johnson
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Opportunity to Automate

AP Automation

Timesheets Email 
Management

System 
Integrations

Budgeting & 
Forecasting

Grants

Accounts 
Receivables

Expense 
Management

Payroll

Document 
Management

Fixed 
Assets

Customer 
Service

Where do I start?
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What If …
Opportunity Cost

Input Invoices

• Frequency:  Daily
• # Inputted Each Day:  40
• # Mins / Occurrence:  2
• Est. Labor Cost / Hr:  $39.72
• Est. Employees:  1
• Est. Yearly Cost:  $12,445

Parameters

Assumption Value

Est. Hours Worked per Day 8

Est. # Days per Week Worked 5

# Hours Per Year 2080

# Corporate Holidays Per Year 10

# of PTO Days Per Year 15

Est. Hours of Work Performed 1880

Est. Days Worked Per Year 235

Est. Weeks Worked Per Year 47

Est. Burden Rate 30%

What if there was a way to take advantage of automating various tasks?

* Shaded rows are calculated values

Rates used in calculations from Occupational Employment and Wage Statistics (OEWS) Survey 2021.

Performing Check Processing

• Frequency:  Daily
• # Performed Each Day:  20
• # Mins / Occurrence:  10
• Est. Labor Cost / Hr:  $20.88
• Est. Employees:  1
• Est. Yearly Cost:  $16,356

Reallocate Costs
• Est. Time Save / Occurrence:  4
• Est. Days Saved / Year:  62
• Est. $ to Reallocate:  $6,542.40
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Artificial 
Intelligence (AI)

Robotic Process 
Automation (RPA)

Digital Process 
Automation (DPA)

Low Code / 
No Code

Machine 
Learning (ML)

Custom 
Development

Cloud Platform 
Services

You Have a Toolbox
Use the Right Tool for the Job



Where to Start

04
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Identifying the Right Processes
Key Considerations
Find the Right Process to Automate

Repetitiveness

Processes 
that involve 
repetitive 
tasks. 

Scalability

Process needs 
to scale as the 
business grows.

Error Prone

Process is 
prone to 
human error.

Employee 
Impact
Process 
impacts the 
roles and 
responsibilities 
of employees.

Cost 
Savings
Process has 
high potential 
cost savings 
from automating 
a process.

Volume

Processes 
that are 
performed 
frequently by 
multiple 
individuals.
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*Source: The Total Economic Impact® of Microsoft Power Automate – July 2024.

248% Return on investment 
over three years*

01

Cost Savings

02

Hours Saved

03

Adoption

04

Employee
Engagement

Unlocking the Value of Automation & AI
Start Small & Measure Value

Build MomentumReturn on Investment (ROI)
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Selecting Low-Risk Pilots

High 
manual 

effort today
Low data 
sensitivity

Clear 
success 
metric

Easy 
rollback if it 

fails

Governance Principle:
Incremental adoption, containment of failure, defined success 
criteria measured against policies, procedures, and controls.  This 
supports “responsible deployment discipline”.
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What a 2–10 Day Pilot Looks Like

Day 1:
Define problem 
and baseline

01
Days 2–4: 
Build and test

02
Days 5–7: 
Validation, more 
trials

03
Days 8–10: 
Measure and 
document 
impact

04
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Quantifying Impact

Hours saved

Errors reduced; anomalies caught

Cycle time improvements

Risk avoided

Cost savings
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Making Value Visible to Leadership and Board

• Before / after comparisons
• Simple visuals
• Clear ROI story
• Keywords and phrases

• “we ran a small, effective pilot”
• “hours to minutes in just a small 

test”
• “allows us to do more with less”
• “human oversight and 

accountability”
• “supports defensible decisions”



Common Pitfalls to Avoid

• Over-engineering (over thinking it)
• Vendor lock-in
• Unclear success criteria
• Trying to do too much at once
• Build and run it before considering the 

risks
• Using AI when other efficiency/automation 

tools are better
• RPA
• Deterministic pipelines and workflows
• A simple spreadsheet, better designed
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How to Get Started Now

• Pick one problem
• Use existing data
• Start with a prototype
• Measure one outcome



Real-World Examples

5
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By automating this workflow, the organization eliminated up to 520 hours of manual 
effort per employee each year, reclaiming time previously spent on repetitive document 
handling. The projected financial return is equally significant, with the solution expected 
to deliver a 128% ROI in the first year, driven by labor savings, improved accuracy, 
and faster document processing.

Delivering Outcomes

Data & TechnologyDeployment & Change Management

Moving with Momentum
Deployed Power Platform–driven automation that continuously monitors incoming 
signed documents, uses AI and OCR to extract key metadata, and classifies each file 
with high accuracy. A rules-based engine determines the correct SharePoint destination 
based on document content, while integrated workflows enforce audit trails, logging, and 
version control. The solution eliminates manual inbox monitoring and filing, 
standardizes document handling, and establishes a scalable foundation for 
compliance-ready, end-to-end document processing.

An organization relied on a fully manual workflow to manage critical signed documents. 
Staff monitored a shared inbox, searched for completed files, and manually downloaded 
and stored them in the appropriate SharePoint location. This created operational 
bottlenecks, inconsistent filing practices, and risks around compliance, auditability, and 
version control. As volume increased, the process became harder to scale, making 
timely document handling dependent on constant human oversight.

Built for Forward

Case Study
Gen AI Digital Filing

AI Risk & GovernanceAI Strategy & Use Case Development
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Live Demonstrations

• Address cleanup and normalization
• Invoice summarization / categorization from email
• Budget vs. variance analysis
• Identifying fraud red flags
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Grant Compliance
The Challenge
Grant administrators received hundreds of emails containing grant 
agreements, reporting requirements, award modifications, and compliance 
notifications.  Critical deadlines were often buried in lengthy 
correspondence.

The Solution:  AI reviews incoming grant correspondence and:
• Identifies reporting deadlines
• Extracts compliance requirements
• Highlights funding restrictions
• Summarizes key obligations
• Creates reminders and workflow tasks
• Associates documents with the appropriate grant record

Outcomes
 Reduced risk of missed deadlines (prioritizes by due date, etc)
 Improved compliance
 Less manual tracking
 Easier grant administration and processing
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Data & TechnologyDeployment & Change Management

Moving with Momentum

The organization faced thousands of invoices from traveling 
nurses, each in a different format and requiring manual review. 
Staff had to validate the accuracy of key details—hours worked, 
hourly rates, and per diem amounts where applicable—and 
then re-enter that information into a structured format for 
analysis. The volume, inconsistency, and variability of the 
invoices made this a slow, error-prone process that consumed 
valuable operational time.

Built for Forward

Case Study
Smarter Invoice Processing. Zero Manual Grind.

AI Risk & GovernanceAI Strategy & Use Case Development

To tackle this challenge, an AI model was trained to 
recognize and extract the critical fields across the diverse 
invoice formats. The solution identifies hours, rate information, 
and per-diem fields—even when they appear in different 
layouts—and outputs the data in a clean, standardized 
structure. Strong governance and controlled access 
ensured that sensitive vendor and rate information 
remained secure throughout the process.

Delivering Outcomes
By automating document interpretation and data extraction, 
the solution dramatically reduced the time required to process 
and validate each invoice. Instead of manual review and 
transcription, teams now receive organized, ready-to-analyze 
data that fits directly into their existing workflows. This allowed 
staff to focus on evaluation and decision-making, delivered 
faster cycle times, and improved overall accuracy—all within 
an easy-to-use, secure environment.
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Data & TechnologyDeployment & Change Management

Moving with Momentum

The company’s HR content was spread across policy documents, 
SharePoint sites, FAQs, and email threads, making it difficult for 
employees to quickly find accurate answers. HR teams spent too 
much time responding to repeat questions, while employees 
struggled to navigate dense information sources. The organization 
needed a way to centralize its HR knowledge and deliver it in a 
format that matched how people actually work day-to-day.

Built for Forward

Case Study
Empowering People Through an AI-Ready HR Bot

AI Risk & GovernanceAI Strategy & Use Case Development

Using Microsoft Copilot Studio, the company built a secure, 
conversational HR bot that sits across all HR policies, guides, and 
resources. Designed for Microsoft Teams, the bot uses generative AI 
to answer common questions, surface relevant documents, and 
route employees to the right resources. Strong governance—
role-based access, permissions tied to Microsoft 365, and controlled 
data connections—ensured the bot respected privacy boundaries 
and delivered only the content employees were authorized to see.

Delivering Outcomes
The new HR bot delivered immediate value by meeting 
employees directly in Teams—the tool they already use daily. 
Instead of digging through SharePoint or sending emails to 
HR, users simply ask a question and get instant, accurate, 
and secure answers. This reduced HR response volume, 
improved employee satisfaction, and ensured consistent 
communication across the organization. The result is a more 
streamlined, user-centered HR experience that frees HR 
staff to focus on higher-value work.
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Data & TechnologyDeployment & Change Management

Moving with Momentum

The organization relied on a highly manual, email-driven 
contract process that required staff to repeatedly re-enter 
identical information into multiple documents. This 
created delays, tracking challenges, and increased 
compliance risk. As contract volume grew, the approach 
became increasingly inefficient, error-prone, and difficult 
to scale.

Built for Forward

Case Study
From Manual Entry to Intelligent Automation

AI Risk & GovernanceAI Strategy & Use Case Development

The team implemented a modernized, fully automated 
contracting process that leverages structured data from 
SharePoint to generate and populate agreements in real 
time. Each document is assigned a unique identifier to 
ensure complete lifecycle traceability. Upon receipt of 
signed contracts via email, Azure Document 
Intelligence automatically extracts, classifies, and 
routes the files to the appropriate SharePoint 
location—eliminating manual intervention and 
strengthening audit readiness.

Delivering Outcomes
The transformation dramatically improved both efficiency and 
client satisfaction by removing manual data entry and 
accelerating turnaround times. Clients now receive accurate, 
pre-populated contracts that can be reviewed and signed 
without delays or back-and-forth revisions. On the backend, 
documents are automatically recognized and stored without 
human intervention, providing a high-quality, reliable, and 
scalable experience that supports continued business growth.
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Data & TechnologyDeployment & Change Management

Moving with Momentum
Datapath Intelligent Form Capture tool was used to automate the 
collection and processing of certified payroll reports. Using 
Microsoft technologies such as Azure Cognitive Services Form 
Recognizer, Power Automate, and Power BI, the solution 
converts scanned PDFs into structured data for reporting 
and compliance verification.

A global real estate development and lifestyle company needed to 
comply with the NY 421A Affordable Housing Program, requiring 
real estate owners to validate that they are paying at least the 
living wage rates published by New York City. The City requires 
owners to ensure contractors submit certified payroll reports. 
Meeting these criteria earns a tax exemption that reduces the 
property’s tax value to its pre-construction level. However, the 
process of collecting and validating these reports was manual, 
time-consuming, and error-prone.

Built for Forward

Case Study
Custom AI Solution – Payroll Audit at Scale

The automation significantly reduced manual effort and 
ensured accurate, timely compliance. Processing time 
dropped from three weeks to about one hour—a 99% 
reduction—while following compliance requirements and 
securing tax exemptions worth millions annually.

Delivering Outcomes

AI Risk & GovernanceAI Strategy & Use Case Development
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Data & TechnologyDeployment & Change Management

Moving with Momentum
Solution:  building a custom automation solution to streamline 
data management and financial reporting. Using a set of 
automation tools, new workflows are drastically reducing 
manual effort and enhancing data integrity.

A real estate developer’s growth has been exponential—
growing from approximately 150 agents to 22,000 over the last 
12 years. Their accounting processes weren’t keeping up with 
their expansion. Spending less time in spreadsheets was a top 
priority.

Built for Forward

Case Study
Closing the Books Faster With Automation

Since introducing automated workflows, office accounting 
teams are expediting their monthly close processes, 
redirecting their efforts toward value-added tasks, and 
helping to improve overall productivity.  Now they’re gaining 
back about 10 days per month for higher-value activities. 

Delivering Outcomes

AI Risk & GovernanceAI Strategy & Use Case Development



Are You Ready?

06



© 2026 Forvis Mazars, LLP. All rights reserved.

Accuracy

Reallocate

Scalability

Automation & AI looks to minimize the risk of 
human errors leading to enhanced accuracy 
of data within a financial process.

Automation & AI enables workers to focus on 
activities that require critical thinking to 
enhance overall business productivity.

Automation & AI supports the growing workloads 
of resources without increasing the number of 
human resources.

Efficiency
Automation & AI drives efficiency in businesses 
by automating repetitive tasks, optimizing 
processes, and reducing manual intervention.

Key Takeaways

© 2026 Forvis Mazars, LLP. All rights reserved.



© 2026 Forvis Mazars, LLP. All rights reserved.

And now, the test…

Before you move on, jot down your first 
“Small Starts, Large Impacts” pilot:

• One pain point
• One dataset
• One goal
• One measurement
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Forvis Mazars

The information set forth in this presentation contains the analysis and conclusions of the author(s) based upon his/her/their research and 
analysis of industry information and legal authorities. Such analysis and conclusions should not be deemed opinions or conclusions by 
Forvis Mazars or the author(s) as to any individual situation as situations are fact-specific. The reader should perform their own analysis 
and form their own conclusions regarding any specific situation. Further, the author(s)’ conclusions may be revised without notice with 
or without changes in industry information and legal authorities.
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Lanny Morrow
Analytics
P: 816.284.1080
lanny.morrow@us.forvismazars.com

mailto:lanny.morrow@us.forvismazars.com


Single Audit & Tax Update
Nonprofit & Healthcare Breakout

August 20, 2026



© 2026 Forvis Mazars, LLP. All rights reserved.

2026 Single Audit Update

© 2026 Forvis Mazars, LLP. All rights reserved.
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Single Audit Update

1. Single Audit Overview

2. Single Audit Environment

3. Status and 
Expectations for 2026 Compliance Supplement

4. Reminders and best practices
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Single Audit Regulatory Framework

Grant agreement with 
Federal funding source

2 CFR Part 200  
(Uniform Guidance)

OMB Compliance 
Supplement

241

Expenditures from 
Federal funding source

> $1,000,000



© 2026 Forvis Mazars, LLP. All rights reserved.

Single Audit Overview
Control Testing & Compliance Testing

Compliance Testing
Compliance testing is required for each compliance area and 
varies by federal program.
• Testing is determined by the annual Compliance Supplement 

issued by United States Office of Management and Budget 
(OMB). 

Control Testing
Control testing is required for each compliance area and varies 
by federal program.
• Compliance area is determined by the annual Compliance 

Supplement issued by United States Office of Management 
and Budget (OMB). 

242

Compliance Supplement –
OMB – The White House

https://www.whitehouse.gov/omb/information-resources/guidance/compliance-supplement/
https://www.whitehouse.gov/omb/information-resources/guidance/compliance-supplement/
https://www.whitehouse.gov/omb/information-resources/guidance/compliance-supplement/
https://www.whitehouse.gov/omb/information-resources/guidance/compliance-supplement/
https://www.whitehouse.gov/omb/information-resources/guidance/compliance-supplement/
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Consequences of Noncompliance

Audit findings Increased 
oversight

Award 
termination

Withholding of 
payments

Required 
repayment of 

funds received

Ineligible for 
future funds

243



Single Audit Environment
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What changed in the single audit environment
Current pressures to understand and plan for

Operating environment

• Governance expectations are 
shifting toward clearer risk 
prioritization, escalation, and 
resilience planning.

• Funding priorities, agency 
roles, and compliance 
expectations can change 
faster than annual planning 
cycles.

• Resource constraints include 
limited compliance capacity, 
growing technology needs, 
and pressure on indirect cost 
rates.

Timing and uncertainty

• Delayed Supplements and 
evolving requirements are 
compressing audit timelines.

• Policy changes, legislative 
impacts, indirect cost 
questions, and program 
changes are creating 
planning uncertainty.

• The 2026 Supplement may 
bring timing challenges, 
higher-risk designation 
changes, ALN realignment, 
and program edits.

Technology and AI

• Data reliability and 
quality risks remain 
important.

• AI-related risks 
include bias, 
cybersecurity, privacy, 
and legal or regulatory 
uncertainty.
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Uniform Guidance Revisions Regulatory Changes

Regulatory Watchlist

• Uniform Guidance Revisions
• 2024 revisions to 2 CFR Part 200 are effective
• Focus on grant terms and conditions for operational impact, 

effective dates and internal policy refresh
• Pay attention to agency-specific implementation(s)
• Updates to the 2026 Uniform Guidance (2 CFR)
• Changes “Uniform Guidance” to “Uniform Grants Regulation 

(UGR)”
• Objective 1: Improve Transparency, Accountability, and 

Oversight
• Objective 2: Clarify Regulatory Structure
• Objective 3: Reduce Recipient Burden

• Regulatory Changes
• H.R.1 –One Big Beautiful Bill Act (OBBA)
• H.R.4 –Recissions Act of 2025
• E.O. 14332 –Improving Oversight of Federal Grantmaking
• E.O. 14395 –Establishing Task Force to Eliminate Fraud
• H.R.8312 Establish Fraud Prevention and Program Integrity 

within the U.S. Dept. of Treasury
• H.R.8107 Government Audit and Accountability of Federally 

Funded State-Administered Programs Act
• Web and Mobile Accessibility Regulation for Public Entities
• Federal agency policy actions regarding indirect costs
• Proposed changes to SAM.gov
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Fraud Remains a Critical Area of Focus

Fraud Remains a Critical Area of Focus

HHS Cracks Down on
Years of Unchecked

Audit Findings |
HHS.gov

Taskforce created
and headed by VP

States testifying
before Congress

PRAC
• (Pandemic Response 

Accountability 
Committee) moving to 
Treasury

Hints at performance-
based auditing

OMB Memo M-25-30
• Federal auditing does not

work
• Compliance for its own

sake is no longer the goal

Benefit payment
fraud schemes 

(Minnesota)

HHS Cracks Down on
Years of Unchecked 

Audit Findings |
HHS.gov
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Status & Expected Key 
Changes

2026 Uniform Guidance
Grants Regulation (UGR)
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Over 100,000 comments

2026 Uniform Guidance Status 

Once issued it will be effective for audits of fiscal years beginning after June 30, 2025
© 2026 Forvis Mazars, LLP. All rights reserved.



© 2026 Forvis Mazars, LLP. All rights reserved.

2026 Uniform Guidance Revisions

© 2026 Forvis Mazars, LLP. All rights reserved.
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CAUTION

CAUTION
• The following 2026 Supplement

information is based on review of
drafts from OMB

• Changes could be made by OMB before
issuance

• Important to review the issued 2026
Supplement to identify any changes

Auditors are required to use the version of the Supplement effective for the year-end
associated with the audit – Audit CANNOT be issued prior to Supplement release!
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2026 Compliance Supplement Expectations
• Limited scope review process – only statutory and regulatory updates
• Realigned/Decoupled programs – This is when the agency creates separate ALNs for an existing program. 
• Part 2 – Matrix

Reminder: Maximum of 6 
compliance requirements 
continues 
(A & B are 1)

2 possible exceptions: 
CCDF Cluster and R&D Cluster 
have 7 requirements 

• 15.018 – Energy Community Revitalization Program (ECRP)
• 20.337 – Consolidated Rail Infrastructure and Safety

Improvements Program
• 93.00R – 988 and Behavioral Health Crisis Services

Programs
• 93.798 – Rural Health Transformation Program

• 10.181 – Pandemic ReliefActivities: Farm and Food Worker Relief
Grant Program

• 16.034 – Coronavirus Emergency Supplemental Funding
Program

• 20.319 – High-Speed Rail Corridors and Intercity Passenger Rail
Service – CapitalAssistance Grants

• 21.023 – Emergency RentalAssistance Program
• 21.026 – Homeowner Assistance Fund
• 21.032 – LocalAssistance and Tribal Consistency Fund
• 59.075 – Shuttered Venue Operators Grant Program
• 84.425 – Education Stabilization Fund
• 93.498 – Child Care Disaster Relief

New Programs

Deleted programs are still subject to audit

(Auditors will utilize Part 7 of the Supplement to audit these programs)

Deleted Programs
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2026 Compliance Supplement Expectations

2026 Compliance Supplement Expectations

Assistance Listing Number Title

93.778/93.777/93.775 Medicaid Cluster

93.489/93.575/93.596 Child Care and Development Fund (CCDF) 
Cluster

93.558 Temporary Assistance for Needy Families 
(TANF)

Part 8, Appendix IV - Higher Risk Designation

• Removed 15.252 -Abandoned Mine Land Reclamation (AMLR)

• Added 2 new programs



Single Audit Readiness
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Single Audit Readiness

Treat single audit as a year-round governance and compliance activity
— not a post-year-end task for the audit

Compliance Supplement – OMB – The White House

Monitor throughout the year:
• Grant terms and specific award terms

• Agency-specific implementation and effective dates
• Internal policy refresh needs

• Documentation around compliance judgments

https://www.whitehouse.gov/omb/information-resources/guidance/compliance-supplement/
https://www.whitehouse.gov/omb/information-resources/guidance/compliance-supplement/
https://www.whitehouse.gov/omb/information-resources/guidance/compliance-supplement/
https://www.whitehouse.gov/omb/information-resources/guidance/compliance-supplement/
https://www.whitehouse.gov/omb/information-resources/guidance/compliance-supplement/


Questions?
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Nonprofit Tax Updates & Focus Areas

© 2026 Forvis Mazars, LLP. All rights reserved.
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Nonprofit Tax Updates & Focus Areas

1. Indirect Impacts of OBBBA

2. Unrelated Business Income

3. Excess Benefit Transactions

4. Contribution Reporting

5. Form 990 Reporting
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Treasury Announces 990 Transparency Initiative

• The goal includes exposing hidden funding and strengthening oversight to 
detect misconduct and hold wrongdoers accountable.

• Intent is to provide clearer reporting activities like those below:
• Government contracts
• Government grants
• Fiscal sponsorship arrangements

• Treasury Announces Form 990 Transparency Initiative to Expose Hidden Funding and Strengthen Oversight | 
U.S. Department of the Treasury
https://home.treasury.gov/news/press-releases/sb0470
o “Public money and tax-exempt status demand public accountability,” said Treasury Secretary Scott Bessent. 

“We are ending the days of hiding fraud, abuse, and extremist activity behind complicated nonprofit 
arrangements. When bad actors misuse charitable structures, directors and officers should understand that 
transparency can lead to scrutiny, accountability, and liability under the law.”

o “Tax-exempt status is not immunity from scrutiny,” said Treasury Assistant Secretary and Acting IRS Chief 
Counsel Ken Kies

https://home.treasury.gov/news/press-releases/sb0470
https://home.treasury.gov/news/press-releases/sb0470
https://home.treasury.gov/news/press-releases/sb0470
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Indirect Impact Provisions
Corporate Charitable Contributions
New 1% floor on charitable contributions
• Corporations generally allowed to deduct charitable contributions up to 10% of corporation’s taxable income (contribution 

base)

• 1% floor for tax years beginning after December 31, 2025
If contributions less than 1% of the contribution base, no deduction

• If contributions are between 1% and 10%, deduction is actual contributions less 1% of contribution base
• If contributions exceed 10% of contribution base, current year deduction is 9%
• Five-year carryforward for:

 Contributions in excess of 10% contribution base 
 The 1% floor for years in which the 10% limit was exceeded
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Indirect Impact Provisions
Individual Charitable Contributions
Itemized deductions
• Charitable contributions limited

• New 0.5% floor on itemized charitable contributions
• Permanent 60% AGI limit for cash gifts; 30% AGI limit for appreciated assets

• New 2/37ths Limitation on itemized deductions for individuals in highest bracket
• SALT cap increased to $40,000

Standard Deduction

• Made permanent
• 2025: $15,750 single; $31,500 joint; +$6,000 for 65+ through 2028
• Phaseout at $75K/$150K MAGI

• Non-itemizers can deduct up to $1,000 ($2,000 joint)

Strategies
• “Bunching”

- Example: $30,000 every three years as opposed to $10,000 every year



Unrelated Business 
Income Tax

02
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Unrelated Business Income Tax (UBIT)

• Net income from an activity unrelated to the exempt purposes
• Three-part test

• Is the activity a trade or business?
• Activity carried on for the production of income from sale of goods or services

• Is the activity regularly carried on?
• Questions the frequency and continuity of the activity comparable to for-profit taxable entities

• Is the activity substantially related to the exempt purposes?
• Must have a substantial relationship to achieve the entity’s exempt purpose
• A source of funding for other exempt activities is not enough

• Examples of common UBIT our clients see:
• Advertising income
• Debt-financed rental income
• Investment in pass-through entities (Box 20V on K-1)
• Rental activities when organizations provide services

• Siloing Rules
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Unrelated Business Income Tax (UBIT)

Exceptions & Modifications to UBI

• Passive royalty exception
• Qualified Sponsorship rules
• Acknowledgment vs. advertising
• Volunteer exception
• Convenience exception
• Leasing
• Sale of merchandise
• Debt-financed income
• Bingo



Excess Benefit Transactions
03
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Rebuttable Presumption of Reasonableness
• The compensation arrangement was approved by a board of directors or trustees (or a committee of the 

board) of an applicable tax-exempt organization that was composed entirely of individuals who were unrelated 
to, and not subject to the control of, the disqualified person or persons involved in the arrangement;

• The board obtained and relied on appropriate data as to comparability; and
• The board adequately and concurrently documented the basis for its determination.

Appropriate Comparability Data
• Sufficient information to determine whether a transaction is at fair market value or the compensation is 

reasonable, given the knowledge and expertise of board members. Compensation is reasonable if the amount 
paid is no more than what would ordinarily be paid for similar services by comparable enterprises under like 
circumstances.

Concurrent Documentation
• Terms of the approved transaction and the date approved.
• The members of the decision-making body present and who voted when the transaction was approved.
• The comparability data relied on and how it was obtained.
• The documentation must be prepared before the later of the next meeting of the decision-making body, or 60 

days after the final actions of the body. In addition, the decision-making body must approve the documentation 
within a reasonable time after preparation.
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Excess Benefit Transaction
• An excess benefit transaction generally is a transaction in which an economic benefit is provided by an 

applicable tax-exempt organization, directly or indirectly, to or for the use of any disqualified person, and the 
value of the economic benefit provided by the applicable tax-exempt organization exceeds the value of the 
consideration (including the performance of services) received for providing such benefit.  An excess benefit 
transaction also can occur when a disqualified person embezzles from the exempt organization.

Automatic Excess Benefit Transaction
• Improperly reimbursed expenses of disqualified persons not under an accountable plan.

• IRS has taken the stance that if a reimbursement does not comply with accountable expense reimbursement 
rules AND is not reported as compensation, it is treated as an excess benefit.

• Even if the compensation to the disqualified person would have been reasonable if reported.

• Can be fixed if payments are reported as taxable compensation to the IRS before an IRS audit. 
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Excess Benefit Transaction Penalties
• Any disqualified person who benefits from an excess benefit transaction is liable for a 25% tax on the 

excess benefit

• The disqualified person is also liable for a 200% tax on the excess benefit if the excess benefit is not 
corrected by a certain date

• In addition, organization managers who participate in an excess benefit transaction knowingly, willfully, and 
without reasonable cause are liable for a 10% tax on the excess benefit, not to exceed $20,000.



Contribution Reporting
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Contribution Reporting

Cash & Non-Cash Gifts
• Written acknowledgement is required for donor to substantiate charitable contribution of $250 or more

• Written disclosure statement is required when donor makes quid pro quo contribution (payment exceeding 
$75 partly as contribution & partly for goods & services provided by the organization)

• Statement of whether goods or services were provided.

Non-Cash Gifts
• There is no requirement to tell the donor the value of a noncash gift. This is the donor's responsibility.

• Additional requirements (Form 1098-C) apply when charity receives donation of vehicle, boat, or plane with 
value of more than $500

• Additional requirements (Forms 8283, 8282) can apply when a donor contributes more than $5,000 of non-
cash gifts during year. 
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Contribution Reporting

Forms 8283 & 8282
• Form 8283 is provided by the donor and must be signed by the charity indicating receipt of donation for 

certain noncash charitable contributions.  The organization is not confirming the fair market value but 
merely confirming receipt of the gift.  The number of Form 8283s received is reported on Schedule M.

• Form 8282 must be completed by the charitable organization for any contribution sold or disposed of 
within three years of contribution date for which Form 8283 was completed.

• Form 8282 must be filed with the IRS within 125 days after disposition of donated property.  A copy also 
must be given to original donor.  The number of Forms 8282 filed is reported on Form 990, Part V, line 7d.

• Consider communicating with the donor regarding the sales price of the donation



Form 990 Reporting
05
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Common Form 990 Errors

1. Including donated facilities or services in revenue and expense
2. Including unrealized gains/losses in revenue
3. Not reporting sponsorships or other informal types of grants
4. Reporting officer compensation for the wrong period.
5. Failing to track revenue in sufficient detail for public support test.
6. Not tracking, limiting, and reporting lobbying expenditures
7. Underreporting foreign investments and activities (can be K-1 based)



Questions?



Contact

Forvis Mazars

The information set forth in this presentation contains the analysis and conclusions of the author(s) based upon his/her/their research and 
analysis of industry information and legal authorities. Such analysis and conclusions should not be deemed opinions or conclusions by 
Forvis Mazars or the author(s) as to any individual situation as situations are fact-specific. The reader should perform their own analysis 
and form their own conclusions regarding any specific situation. Further, the author(s)’ conclusions may be revised without notice with 
or without changes in industry information and legal authorities.
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This material is for informational purposes and is not intended to be exhaustive nor should any discussions or opinions be construed as legal advice. Contact your broker for insurance advice, tax professional for tax advice,
or legal counsel for legal advice regarding your particular situation. USI is not responsible for the content of the information provided or for consequences of any actions taken based on the information provided.
© 2026 USI Insurance Services. All rights reserved.

USI INSURANCE SERVICES EMPLOYEE BENEFITS

2026 LIVING WITHIN THE STORM
BEN WOJCHIK VP EB PRACTICE LEADER
GREG LEONARD EB CONSULTANT



© 2026 Forvis Mazars, LLP. All rights reserved.

Ben Wojchik
Employee Benefits Practice Leader

Greg Leonard
Employee Benefit Consultant

Today’s speakers

Your curated team is collaboratively connected with all other disciplines. 
USI experts are deeply connected nationally, with locally based experts with industry-wide expertise.
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Sections Covered Today

 Market Overview: How Did We Get Here?

- Skyrocketing Claims & Poor State of Health

- Foundational Challenges to the Carrier Model

- Regulatory Uncertainty

- Volatility Within the Broker Market

 Employer Cost-Control Strategies

- Traditional & Middle of the Road

- Non-Traditional
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Market Overview: How Did We Get Here?

Trends Converge to Create the Perfect Storm



Skyrocketing Claims, driven by

Hospital Pricing Power

Underperforming PPO Networks

Pharmacy Cost Drivers

Poor State of Health

Large Claim Frequency & Severity

HOW DID WE GET HERE?

1

2

3

4

5
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Renegotiated network contracts

Many hospitals have renegotiated their contracts to increase overall costs, due to decreasing 
margins and added transparency of PPO contract rates

 Hospital contracts typically negotiated every 3 years
 Most have been renegotiated in the post-COVID lower 

margin environment

 Transparency data from machine readable files have enabled 
lower-cost hospitals to see and capture rate increase 
opportunities

Hospital Price Increases Last 3 Years(Ann)
(By Relative Price in 2022)

CPI

Source: Garner, What’s Driving the Healthcare Cost Crisis?

Hospital Operating Margins
Requires another

11%
price increase to 

restore margins to
pre-pandemic 

levels

1
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Health system affiliation often means higher healthcare costs

Market consolidation can significantly increase
the cost of healthcare

53%

68%

29%

41%

Hospitals affiliated 
with a health system

Physicians affiliated with a 
hospital or health system

2005 2022 2005 2022

 An increasing number of 
hospitals and physicians are 
affiliated with health systems

 Why it matters: hospital mergers 
can lead to increases ranging 
from 3% to 65%

Sources: Bipartisan Policy Center, Issue Brief: Health Care Provider Consolidation, January 29, 2026

1
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The role of AI upcoding in health plan spending

What is it?

Optimizing bills to charge 
for services often included 
in diagnosis-related group 
bundled payment or using 
AI to listen to provider 
encounters and bill for the 
most complex condition 
discussed.

For example In response

AI-driven upcoding could 
contribute to higher health 
plan costs if trends 
continue.

Employer impact

Insurance companies have 
been using AI to downcode 
en masse as a cost control 
method.
This has resulted in states 
enacting or considering 
legislation against 
downcoding practices.

Upcoding occurs when 
providers bill for more 
complex services than the 
patient received or may 
have needed – AI may be 
driving an increase in 
upcoding

1
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Employer-sponsored plans are increasingly the margin 
stabilizer as Medicare plans become less profitable

 As carriers pull back from 
MA, there is a greater focus 
on employer-sponsored 
plans to make up the 
difference, especially 
self-funded and ASO plans.

 Employers may experience 
tighter underwriting and 
pricing discipline.

Greater Focus on 
Employer Plans

Shrinking Medicare 
Advantage Margins

 Medicare reimbursements 
are not keeping pace with 
medical trend, making 
Medicare Advantage (MA) 
plans less profitable for 
insurance carriers.

 Carriers are reducing MA 
enrollment by cutting 
benefits, aggressively 
repricing, and exiting 
unprofitable markets.

Renewal Increases 
by Design

 Renewal pressure is 
structural, not temporary, 
driven by carrier portfolio 
shifts—not just claims 
experience.

 Cost shifting from 
providers is accelerating, 
increasing unit costs and 
high-cost claim severity for 
employer-sponsored 
health plans.
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Inefficient 
Networks

Traditional PPOs lost value 
as networks expanded to 
include most providers. 

Eroded Cost 
Control

Eroding discounts and 
disappearing no-audit clauses 
continue to make it harder to 

control health plan costs.

Independent 
Dispute Resolution

OON providers can dispute 
carrier payments through 

arbitration.

Underperforming PPO Networks2

PPO networks no longer provide value
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Eroded cost control

What does “no 
audit” mean?

Employers are hiring the PPO 
to manage costs but don’t 
realize the PPO has given up 
control of the billing process.

The stop-loss carrier may 
review claims and attempt to 
apply their own payment 
integrity, reducing the 
reimbursement and leaving 
the employer stuck in the 
middle.

Employer
Impact

Without Audit 
Rights 

What Employers 
Should Ask 

The insurance carrier or TPA 
has very little leverage with  
the hospital to enforce 
payment integrity.

Example: A hospital can send a 
bill for inflated charges and the 
PPO with no audit rights simply 
applies the negotiated discount 
to the inflated charges.

Although a hospital may 
guarantee a discount on billed 
charges, the PPO has no right
to question the necessity or 
accuracy of the billing.

2

 Does the stop loss 
contract guarantee 
reimbursement when 
approved by the PPO?

 What is the insurance 
carrier or TPA doing to 
mitigate these issues?

The hidden impact of “no audit” clauses within PPO hospital contracts 
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GLP-1s

Rapid adoption of GLP-1 
drugs for diabetes and 
weight management, 
combined with high 

discontinuation rates

PBM Revenue

Rebates, spread-pricing 
and other PBM revenue-

generating practices 
contribute to higher Rx 
and health plan costs

Pharmacy Cost Drivers3

High cost of medications compounded by PBM practices

Specialty Drug

High-cost and new-to-market 
specialty medications and 

gene therapies
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 Recent developments have made the outlook 
more complex

– U.S. obesity rates peaked in 2022 and have begun 
to decline.

– The use of injectable GLP-1s for weight loss has 
more than doubled since 2024. 

– Direct to consumer models are growing in 
popularity as some patients are willing to pay out of 
pocket to access GLP-1s and other medications.

– GLP-1s are being studied and approved for an 
expanding list of medical conditions like MACE, 
MASH and obstructive sleep apnea.

– Several other areas of research include PCOS, 
inflammatory bowel disease and addiction.

Emerging trends in GLP-1 access and affordability

Source: USI 3D Client Data

PMPY Cost of GLP-1 Injectable Medications

3
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Pharmacy cost increases not slowing down

Prescription drugs are the fastest growing costs within a health plan and now account for as much 
as 30% of employer healthcare spend

Source: PwC, Medical cost trend: behind the numbers 2026 (based on IQVIA data)

Specialty Prescriptions

3%
of total 
prescriptions

of total U.S. 
drug spend

60% vs

Gene Therapy
Gene therapies costs between 

$1M and $4M. The FDA expects 
to approve 5 to 10 gene 

therapies annually.

Primary cost drivers

3
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PBM revenue

Vertical integration will continue to drive carrier revenue and allow carriers access to revenue sources 
previously earned by third-party PBM providers

Source: National Cooperative Rx

3
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MSK Disorders Cancer
Behavioral Health Type 2 Diabetes

 The health status of the U.S. population 
continues to decline

 Although obesity may have plateaued, it is 
still a significant driver of overall claim costs

 There has been a surprising increase in heart 
disease and cancer incidents for those under 
40 years old

 Behavioral health utilization has expanded 
into the older age segments not previously 
impacted

Poor State of Health4

Overall health in the U.S. is on the decline

Estimated Prevalence/Incidence Rates per 100 U.S. Adults 2015–2030
(Cancer per 1,000 adults)

* Projected (based on continued linear trend from official sources)

Sources: CDC Musculoskeletal Disorders Data, Lancet, Global Burden of Disease for MSK, NCI SEER Cancer Statistics, NCI Annual Report, CDC Mental Health Data, NIH Mental Illness Statistics, CDC 
Diabetes Statistics
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Large claimants impacting both fully insured and self funded plans have risen dramatically over 
the past 7 years, significantly increasing pooling charges and reinsurance rates

Large Claims Severity & Frequency5

Source: Tokyo Marine HCC 2025 Annual Market Report
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Foundational Challenges to the Carrier Model

HOW DID WE GET HERE?
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 Revenue for the U.S. health insurance industry grew steadily 
from $1.2 trillion in 2022 to $1.5 trillion in 2025, outpacing 
inflation1

 However, since peaking in 2020, profit margins have taken a 
steep decline due to hospital renegotiated contracts, 
Medicare/Medicaid reimbursement rates, large claim 
frequency and severity

 Medical loss ratio (MLR) increased across all lines in 2024

0.0%

0.5%

1.0%

1.5%

2.0%

2.5%

3.0%

3.5%

4.0%

2020 2021 2022 2023 2024
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it 
M
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n

Year

Carrier Profit Margin

The current state of commercial health insurance

Decreasing margins have driven several outcomes
 Increased contract disputes among networks and hospitals
 The race for vertical integration of pharmacy, behavioral 

health, and medical providers to capture additional revenue 
sources

 Non-negotiable fully insured renewal rate increases

Sources:
1 IBISWorld, Health & Medical Insurance in the U.S. (2025); NAIC Annual Health Industry Commentary; BLS Consumer Price Index
2 NAIC, 2024 Health Industry Commentary; KFF analysis of NAIC financial filings

Source: NAIC



© 2026 Forvis Mazars, LLP. All rights reserved.

Commercial Health Insurance carriers in a 
state of flux

Anthem Cigna

 Evernorth Health includes 
Express Scripts/Behavioral 
Health-utilization mgmt.

 6-8% savings moving to 
local + narrow network

 Tier 1 providers Network

AETNA

 CVS Focused
 Medicare Advantage 

increased utilization

United Healthcare

 Profitability Most 
Important 

 Surest - Steerage to High 
Value

 Nexxus – Tiered provider 
Narrow Network

 Settled a $12.88 Million 
class action lawsuit 
regarding mental health 
and substance abuse 
claims

 Pathway EPO Network 
focused – Children’s in 
network as of April 2026 
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Employer Cost-Control Strategies
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Spectrum of Solutions

 Narrow networks
 Incentivized physician 

choice (Garner, Surest, 
SimplePay, Nexus, etc.)

 ICHRAs
 Carved-out stop loss
 Carved-out PBM
 Captives
 “Big 4” carrier-owned 

TPAs
 Benchmarking

Middle of the RoadTraditional

 Fully Insured
 Carved-in Rx/PBM
 Fully bundled ASO
 PPO Networks
 Discount on bill charges
 “Big 4” carrier disease 

management (Big 4)
 Plan design 

changes/buy-downs
 HDHP with HSA/HRA
 Contribution changes
 Broker inertia 

Non-Traditional

Most-likely will require 
Independent TPAs

 Direct hospital contracting
 RBP
 Plan design exclusions
 Enhanced stop-loss
 Per-pill Rx pricing and DTC 

programs
 Direct/technology-

enhanced primary care
 Care navigation

PLAY IT SAFE PROGRESSIVE INNOVATIVE
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ICHRA Fully Insured Level Funded 
Graded Funded

Captive Bundled Self 
Funded

Unbundled Self 
Funded 

• Employer gives a defined 

monthly contribution instead of 

offering a group plan 

• Employees purchase individual 

health plans on or off the 

exchange 

• Tax-free for both employer and 

employee 

• High flexibility and 

personalization for employees 

• Predictable cost structure for 

employers 

• Works well for distributed or 

variable workforces

• Employer pays a fixed 

monthly premium to an 

insurance carrier.

• Carrier assumes all claims 

risk 

• Simplified administration 

and billing 

• Limited plan design 

flexibility 

• Renewals based on 

carrier’s experience, 

community trends, and 

demographics

• Least transparent funding 

method (little visibility 

into claims drivers)

• Hybrid between fully 

insured and self-funded 

• Employer pays a fixed 

monthly amount covering 

claims fund + stop-loss + 

admin 

• Potential refund of unused 

claims dollars 

• Greater transparency than 

fully insured 

• Moderate flexibility in plan 

design 

• Stop-loss insurance 

protects against large 

claims

• Employers join a shared-risk 

pool (a captive insurance 

arrangement) 

• Designed for mid-sized 

employers wanting self-

funding with more stability 

• Spreads large-claim volatility 

across multiple employers 

• Potential for dividends if 

captive performs well 

• Increased transparency and 

control over plan 

management 

• Requires some financial 

stability and risk tolerance

•Employer funds claims 

directly (self-insured) Uses a 

single integrated vendor 

(often a BUCA carrier) for: 

Administration

•Network access

•Pharmacy

•Stop-loss

• Simplified coordination 

but less flexibility to 

change components 

• Moderate transparency 

with carrier-managed 

reporting Lower cost 

than fully insured over 

time for healthy groups

•Employer funds claims directly 

Employer selects individual 

best-in-class vendors for: TPA 

(administration)

•Stop-loss

•Network or direct contracting

•PBM

•Care management

• Maximum transparency 

and plan design flexibility 

• Ability to customize 

cost-control strategies 

(e.g., RBP, carve-outs) 

• Requires more active 

management or a 

consultant partner

Least Flexible/Transparent Most Flexible/Transparent

Continuum of Healthcare Finance

PLAY IT SAFE PROGRESSIVE INNOVATIVE
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Captive Solution Example
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Strategies to Manage Rising Healthcare Costs

Plan Design & 
Contribution

Optimize plan design, 
network & contribution 

strategies to better 
manage costs.

 Offer plans that provide truly meaningful choice
 Adjust contribution strategies to favor lower-cost plan options, which can 

help ensure participation while reducing employer spending.
 Narrow the provider network for greater savings and explore value-based 

or incentivized provider networks for more cost-effective care. 
 Working spouse surcharge or exclusion. 

2026 USI Benefits Benchmarking Survey
Open Now 

Benefits benchmarking allows you to compare plan design, funding 
approach, contribution strategies and usage patterns with other similar 

employers to identify targeted opportunities for your organization to 
reduce costs without sacrificing competitiveness.
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Your Plans when Better than Peer Group AverageYour Plans

Plan Design Value – Plan Richness

Employees want access 
to at least one medical 
plan that covers as much 
or more than what they 
can find at an average 
employer in their industry 
or geography.

Plan design value calculations 
reflect the average amount of total 
healthcare spend covered by the 
plan. 

It includes the benefit of employer-
funded accounts, such as HSAs or 
HRAs which can offset out-of-
pocket spend.

Note: Plan design values may not be an exact 
match to estimates from USI’s Actuarial Value 
Calculator.

76%

79%

79%

78%

83%

82%

69%

Colorado

Banks

250-500 Employees

Peer Group Average

Cigna PPO 

Cigna Standard HDHP 

Cigna Basic HDHP 

GOAL: You have met or exceeded this 
goal; you have 2 plans that are 
higher than the benchmark.

RESULT: Offer at least one plan that’s richer 
than the Peer Group Average.

Note:  “ID” means there was insufficient data to calculate the benchmarks for that data point.
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One or more plans are competitive for both 
singles and families.

Employee Payroll Contributions

GOAL:

Payroll contributions are a primary driver of employee satisfaction with the benefit 
plan. USI identifies opportunities to improve competitiveness or reduce expense.

RESULT:

Monthly Contributions – Individual Coverage Monthly Contributions – Family Coverage

Your Plans when Better than Peer Group AverageYour Plans

$128

$133

$145

$141

$235

$134

Colorado

Banks

250-500 Employees

Peer Group Average

Cigna PPO 

Cigna Standard HDHP 

Cigna Basic HDHP , $33

$884

$624

$694

$719

$998

$697

$371

Colorado

Banks

250-500 Employees

Peer Group Average

Cigna PPO 

Cigna Standard HDHP 

Cigna Basic HDHP 

Offer at least one plan that is priced lower than
the Peer Group Average for singles, families.

Note:  “ID” means there was insufficient data to calculate the benchmarks for that data point.
Benchmark contributions are for a 40-year-old non-smoker, making $65,000 a year, meeting all wellness requirements.
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One or more plans meet or exceed the goal 
for both singles and families.

Total Employee Cost
Plan richness determines the employees’ out-of-pocket costs. Combined with the payroll 
contributions, you get the total expected cost of healthcare for your average employee.

GOAL: RESULT:

Average Total Monthly Cost Individual Coverage Average Total Monthly Cost Family Coverage

Colorado

Banks

250-500 Employees

Peer Group Average

Cigna PPO 

Cigna Standard HDHP 

Cigna Basic HDHP 

$265

$253

$265

$264

$333

$235

$210

Colorado

Banks

250-500 Employees

Peer Group Average

Cigna PPO 

Cigna Standard HDHP 

Cigna Basic HDHP 

$1294

$982

$1052

$1087

$1293

$1000

$902

Offer at least one plan with a Total Employee Cost lower 
than the Peer Group Average for singles and for families.

Your Plans when Better than Peer Group Average
Your PlansEmployee Payroll Contribution

Employee Out-of-Pocket Cost (deductible, copay, coinsurance)

Note:  “ID” means there was insufficient data to calculate the benchmarks for that data point.
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Plan Offerings
Many employers strive to offer a range of healthcare options to their employees. 

However, too many options could be confusing or overwhelming.

Number of Plans Offered 

14%

33% 33%

12%
9%

14%

40%

29%

9% 8%

18%

31%
34%

12%

5%

1 Plan 2 Plans 3 Plans 4 Plans 5+ Plans

250-500 Employees Banks Colorado

Types of Plans Offered 

32%

9%

50%

7%

26%

17%

45%

12%

30%

7%

52%

5%

Note:  “ID” means there was insufficient data to calculate the benchmarks for that data point.



© 2026 Forvis Mazars, LLP. All rights reserved.

Population Health Management Strategies

Physician 
Engagement

Primary care is the 
most economical entry 

point to address 
conditions like cancer, 

diabetes, and heart 
disease.

Cancer Care 
Management

Significantly improve 
health outcomes and 
reduce the impact of 

catastrophic claims on 
health plan spending

Diabetes 
Management

Improve care and reduce 
the risk of costly 

complications by aligning 
plan design with 

recommended treatment 
strategies

Average savings
of 3% to 5%

Average savings
of $3 per every $1 spent
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Strategies to Manage Rising Healthcare Costs

 Direct employees high quality, high value providers 
through digital tools and concierge support services

– Reduce unnecessary procedures and avoid costly 
complications 

– Enhanced Care Coordination and Specialty Referral 
quality 

 Engage members to change behavior by leveraging 
financial incentives (e.g., through plan design and 
contribution strategy) 

 Does not require a medical carrier change

Incentivized 
Physician Choice
Reduce healthcare cost 
by directing employees 

to high quality, high 
value providers
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Strategies to Control Pharmacy Spending

Alternative
PBMs

Evaluate PBMs that 
promote biosimilars as 
part of their standard 

formulary.

Independent Prior 
Authorization
Determine clinical 

efficacy and necessity of  
medication and 

recommend treatment 
options that better align 

with plan member needs.

Reduce Rx spending 15% to 
20% on average

Save ~5% overall on health 
plan costs

Rx Contract
Analysis

Review PBM/ carrier 
contracts for rebates 
and other revenue-

generating practices & 
negotiate plan design.
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Q&A



USI ONE Advantage®

A set of client customized, 
actionable, measurable solutions 
with bottom line impact to your 
business through cost reduction and 
coverage enhancement resulting
in an improved Total Cost of Risk
and Employee Benefit trend advantage.

THANK YOU
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