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NOTE DISCLOSURES

* August 2018 — presented working group results of effective
communication, questions list for the Board, and pilot notes on
Fund Balance with Treasury and Summary of Significant
Accounting Policies to Board

» Working group paused activities due to year-end busy season
and resumed work in February 2019

» First stage principle framework outline was approved by the
Board in October 2018

» Partial draft concept is being reviewed by the Board and working
group
» Research is on-going

NOTE DISCLOSURES

» The partial draft proposed some fundamental topics
related to note disclosure:

Why notes exist
What goes to notes
Notes disclose relevant information

The Board will provide disclosure objective during the
standard setting process

Notes are subject to the cost-benefit consideration
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Reporting Model

The Evolution of Data Storage since the Sixties

_ STORAGE

pictures ~

contacts files

Floppy disk holds 8 .doc files Cloud data storage - C_><_

Reporting Model

The Deluge of Data

2.7 zettabytes of
data exists today

About 90% created in the last few years

We generate about
2.5 quintillion bytes of new data every day

Source: https://www.frontierinternet.com/gateway/data-storage-timeline/




Reporting Model

Moore’s Law — The number of transistors on integrated circuit chips (1971-2016) -

Reporting Model




Reporting Model

Points to Consider

2. Quality data (financial
and non-financial)
needed to train AI

- machine learning
used to facilitate
decision-making

- users expect reliable
information

Reporting Model

Points to Consider

3. Financial statements do
not sit on an island.

- users consider other
data as well

+ users expect to
understand
relationships among
presentations
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Reporting Model
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Polling Question

Risk Reporting
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Risk Reporting

Risk Reporting

13



FASAB’s ERM Role

CO0

CRQ' CFO

OMB - Enterprise Risk Management (ERM)

a discipline that deals with idenfifying,
assessing, & managing an arganizations risks
(OMB A-11, Section 200-15)

FASAB -Financial Risk Reporting

Reporting the financial effects of major risks to
help decision makersunderstand the financial
impact (effect) on asset, liability and net
operating balances within budget cycle &

program life cycle.

Risk Reporting
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Polling Question

Polling Question
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UPDATE ON PROPOSED STANDARDS

OMNIBUS
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OMNIBUS

OMNIBUS
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Polling Question
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Land

Land
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Land

Polling Question
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Polling Question

Materiality
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Materiality

Materiality
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Materiality

Polling Question
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Polling Question

BREAK
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RECENTLY COMPLETED STANDARDS & GUIDANCE

Evaluation of Existing Standards
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SIG 6.1

STAFF IMPLEMENTATION GUIDANCE
6.1, CLARIFICATION OF PARAGRAPHS

40-41 OF SFFAS 6, ACCOUNTING FOR

PROPERTY, PLANT, AND EQUIPMENT,

AS AMENDED

SIG 6.1

Clarified whether both of the alternative methods for
establishing opening balances and the alternative for
estimated net remaining cost of SFFAS 6, as amended
could be applied.

This alternative allows for PP&E to be recorded at its
estimated net remaining cost (often called net book
value), which is the original cost of the asset less any
accumulated depreciation/amortization to date.

Management should IIl)l'ovide adequate documentation
that is consistent with the method used and supports the
overall reasonableness of the valuation.

Management is also responsible for maintaining
adequate documentation of data sources and the
application of methodologies.
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Polling Question

Evaluation of Existing Standards
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» SFFAS 55, Amending Inter-entity Cost Provisions

» Technical Release (TR) 8, Clarification of Standards
Relating to Inter-Entity Costs, is no longer
consistent with SFFAS 4, as amended, because the
requirement to recognize inter-entity costs was
revised significantly.

» Guidance was useful during initial implementation
of SFFAS 30, it is no longer necessary.

» Important aspects maintained as reference in the
BfC for TR 8.

MONICA VALENTINE
INCOMING EXECUTIVE DIRECTOR
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CLASSIFIED ACTIVITIES

LEASES
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LEASES

LEASES
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» Alease is defined as a contract or agreement whereby one entity
(lessor) conveys the right to control the use of PP&E (the
underlying asset) to another entity (lessee) for a period of time as
specified in the contract or agreement in exchange for
consideration.

» SFFAS 54 does not apply to
leases of assets under construction or
leases (licenses) of internal use software (SFFAS 10,
Accounting for Internal Use Software, as amended).
» Technical Release exposure draft — conforming
Amendments to Technical Releases for SFFAS 54

 Technical Release exposure draft — conforming
Amendments to Technical Releases for SFFAS 54

conforming changes to terminology related to leases,

clarifies how reporting entities should capitalize the cost of
IUS, including software licenses, and

clarifies lease accounting concepts no longer apply to IUS
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EXCLUSIONS/CRITERIA
» Short-term — lease term of 24 months or less.

» Transfers Ownership —

Transfers ownership of the underlying asset to the lessee by the end of
the contract or agreement and

Does not contain options to terminate,
Recognize as a purchase by the federal lessee or as a financed sale by the
federal lessor.
 Intragovernmental lease — occurring within a consolidation
entity or between two or more consolidation entities
(SFFAS 47)

OTHER TOPICS COVERED

» Lease term

» Lease incentives and concessions

» Multiple components

« Combinations

» Lease terminations and modifications
» Subleases

» Sale-leasebacks

» Lease-leasebacks

« Disclosures
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PROSPECTIVE IMPLEMENTATION

» Recognize unexpired leases — using the facts and circumstances
that exist at the beginning of the reporting period.

« Implementation effect — recognized prospectively in accordance
with paragraph 13 of SFFAS 21, Reporting Correction of Errors
and Changes in Accounting Principles, Amendment of SFFAS 7,
Accounting for Revenue and Other Financing Sources.

« Effective date — reporting periods beginning after September 30,
2020. Early adoption is not permitted.

AAPC Exposure Draft Technical Release

Conforming Amendments to Technical Releases for SFFAS 54, Leases: An
Amendment of SFFAS 5 and SFFAS 6

- Amends existing TRs to acknowledge the guidance in SFFAS 54
- Amends TR 10 and 16 references to lease terminology and lease criteria

- Clarifies how reporting entities should capitalize the cost of internal use
software, including software licenses

- Lease accounting model no longer applies to internal use software

IMPLEMENTATION GUIDANCE IS ALSO COMING
THROUGH THE AAPC:
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Polling Question

Polling Question
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IMPLEMENTATION

P3 Panel Discussion
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Polling Question

The NCPPP defines a P3 in part as an agreement
where “the skills and assets of each sector (public
and private) are shared in delivering a service or
facility for the use of...”

a.The general public

5. The primary government

c. Both the general public and primary

government
p.Investors and other key stakeholders’
£. Uncertain

Polling Question

Governments are increasingly using innovative
approaches to partnering with non-governmental
entities and, as a result, accrue many benefits.
However, P3 arrangements may:

A.Result in recognizing contingent assets

5. Obscure costs and results

c. Overstate contingent liabilities

n. Obscure costs, risks, and results

£. Result in uncertainty
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* SFFAS 49 Par 5.

“The Board has previously addressed various types of long-term
arrangements or transactions in which the government
participates (for example, leases or guarantees). As such,
accounting standards exist that provide for recognition and
measurement of assets/liabilities and revenues/expenses as well
as disclosures of certain risks in these long-standing types of
arrangements or transactions. This Statement supplements
existing guidance to help ensure adequate disclosure of those
arrangements/transactions that either form the basis of or are
part of a P3. Therefore, existing accounting standards that
govern the various types of long-term
arrangements/transactions continue to apply.”

» Now, let’s go to our prestigious panel!!!

» Kim Farington; Department of Commerce, FirstNet;
Chief Financial Officer

» Bruce Henshel; Department of Commerce;
Accountant

» Roger Von Elm, CLA Principal
» John Wall; Department of Energy; Financial Policy
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P3 Panel Discussion
SFFAS 47 Reporting Entity

* Some P3s may meet any 1 of the 3 SFFAS 47 Inclusion
Principles: (1) Budgeted for by elected federal officials, (2)
Owned by the federal government, (3) Controlled with risk
of loss or expectation of gains, or (4) Misleading to exclude.

» Further review is needed if the P3 is deemed to be a
Disclosure (not a consolidated) entity. Meaning this, P3s
will NOT typically meet the Consolidation characteristics:
o Financed by taxes or non-exchange revenues
o Governed by elected officials
o Providing goods/services on a non-market basis

o Imposing risks/rewards on the federal government (NOTE: P3s
share risks/rewards and are designed to absorb (not impose)
risks/rewards on their federal sponsors.

Harmonizing P3 Disclosure Requirements

» SFFAS 47 and SFFAS 49 have similar Disclosure objectives
and requirements however,
» SFFAS 49’s notable disclosure differences include:

o Federal and non-federal funding of the P3 over its expected life;
Expected life determinations and identification of 34 party payers;
In-kind transactions and remote risks;

Identification of associated financial statement amounts;

Private partner borrowings/investments based on government’s
promise to pay; and

o other contractual disclosures.
Please see SFFAS 49, paragraph 24 for the complete list
of disclosure requirements.

O O O O
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Polling Question

Polling Question
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WRAP UP

Contact Information
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