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Organization 
TThe Federal Accountitingng Standards Advisory Boarard (((“FASAB”B oor ““thehe board”) was 
established in October, 1990, by three federal offi cialss rreesponsible foor federal fi nancial 
rerereporting—the Secretary y y ofoffof tthe Treasury, the Dirrececttor of the Offi ce off Management and
BuBuBuudgdgggetee , and the CoCompmppttrolleleerr r GeGeGeGenennn ral of thee UUnited States. These threee offi cials popopossssssesess 
leelegal authority undder vaariririooous laws to estaablish accounting and fi nanciciaal repepeporororttiting 
standards for the fedederaral government. Toggether, they entered into annddd hhhave periodically 
modifi ed a memorandum of understandingg creating the board d asas a federal advisory 
coommm ittee.

MMeM mbberee ship comprises individuals from eaach of ththe three federal agencies that 
esesestatatatabbbblished the board (“the sponsors”) and ssixix non-federal individuals. The board 
has been designated by the American Institute of CPAs as the body that eeststabablishes 
generally accepted accounting principles for federal reporting entities.s.

Mission
The FASAB serves the public interest by improving feederal fi nancial reporting
through issuing federal fi nancial accounting standardss and providing guidance afafteter r
considering the needs of external and internal users oof f federal fi nancial innfoforrmationn.  

The Mission Supports Public Accountability  

Financial reports, which include fi nancial statements prepepared in conformity with
generally accepted accounting principles, are essential for public accountability andd
for an effi cient and effective functioning of our democratic system of government.  
Thus, the board plays a major role in fulfi lling the government’s responsibilityty ttoo be 
publicly accountable. Federal fi nancial reports should be useful in assessssining (1) 
the government’s accountability and its effi ciency and effectivenessss, and (2) the 
economic, political, and social consequences, whether positiveve or negative, of the 
allocation and various uses of federal resources.
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Annual Report
From the Chairperson 
The boooaarddd began its twentyy-fifth yyyeeear rrr oono  October 10th of 
20014. LoLoookkokokininning bback, the remmarkss off mmmmemememembbebb rs upon theee
booarard’d s ss tenth anniversary pooinint tooo challenges still l relevvant 
today:

—  increeasasasing awareness, understanndidd ng, and use of 
fifinanan ncciiaiaallll ininininfof rmation by citttizizizenenns,, elected officials, and
exececcututu ives; and 

—  linkking financial informatitioon with performance results 
to better inform decision-makinggg by citizens and other 
usssererers.

Continuing Need for Integration

OuOur ongoing work reveals useerrs are interested in mmore
detailed financial and non-financial performance 
informmatatation but seek information that is integrated ana d
reliliababa le.

ThT e bbboard’s products—generally accepted accounting principles—address the financial l ininfformation n
neededeed in external reports. This makes guiding integration of information from ddiviverse sources a 
challenge. Integration requires coordination across disciplines.   

Because of user input calling for a focus on managerial cost accouountnting standards, the board engaged 
the National Academy of Public Administration (NAPA) to studdyy internal user needs. The board hopedd 
learning more about managers’ use of financial and related informmation would reveal whether r ththe e nneeded 
integration exists.

The study showed that granular and accurate data are available but not transfoformrmed into readily-
understood, actionable data for decision-making through analytics (i(incluludiding forward-looking 
information). There was great interest in financial information detailliing the cost of program outcomes—
this requires a focus on the cost of government services rather than government agencies. The studdy 
found key gaps in both culture and capacity. 

The NAPA study panel offered recommendations to fill these gaps. One recommendatatioion was for the 
President’s Management Council to lead an effort to link budgeted resources to ccoosts, outputs, and 
performance information with the board and others assisting the broad effofortrt. If undertaken, this effort 
would likely focus on collaboration across government and disciplines toto both integrate and analyze
data. Such an effort could serve both internal and external users needs byby making information more 
understandable and accessible.

Only when all who prepare,
audit, and use Federal fi nancial 
statements understand the nature 
of the informati on, the need 
to review and questi on what 
such informati on means, and 
the potenti al of the informati on 
for improving the resource
management and stewardship
of the Government, will FASAB’s
eff orts be fully actualized.

David Mosso, 
FASAB Chairman 
1997-2006, FASAB 
News, Tenth 
Anniversary 
Editi on, October/
November 2000
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Collaboration

Evidence that granananular and accuururate data are available to o inininternal users demonnstrates the importancecece 
ofofof the financial mmaananagement inininitiatives undertaken in n n tththe early 1990s and the ssuccess of ttthehehe resulting 
collllllaborative effoorttss within ttthhhe federal financial mmmaaanagement community. Our ccololollalalabbboration with 
stakeheheholders has bbeeeenn criticalll to our success. We e e rely heavily on the participipipipatatatatiion of both federal and 
non-feffeddderal stakehehholololders in taskskk forces and throoouuugh formal due processssssss ssuch as responding to requests fofofoforrrr 
comment. 

As we plan ffoor future activities, yooour input reggaarding our updpddated thhree-year plan – whichhh aaalllso identifies 
popp tetentntiaiall prprp ojjjeccectsts not prioritized fooor action duriiing the next ttthree-yeaars – is needed. TThehehehe board’s continued 
success in complletetetetinii g the reportinnngg entity projeeect and makking substtantial headwaaaayyyy on all remaining 
projects was due in lalalalarge part tooo rror bust collaboraaation. Eachhh major prroject beneffffititi ed greatly from the 
commitment of task fororororcecee mmmembers. Our work wiiti h
the Governmental Accountn ing Standards Board oono  
the chchalalallelengnginingg totoopipip c of leasese accounting allowwewed
us to quickly consnsider issues unique to goveveverrnment. 
The work of NAPPA allowed us to quiickckckllly assess 
the merits of reviisiting the managerial cooststst 
accounting standdards; as a result of the study wwweee
refocused our efefffortrtss onon hhigigheherr prprioiorirititieses. 

Your inpuut will ensure we continue to focus 
our resourrcces on the highest priorities. We
have includded the three-year plan in thihiss rerepoportrt 
beginning aat pagge 111.. WeWe encourage you to provide
feedbackk oonn thththe pplan so that we can consider your
vivieews during ourr review of the plan in February
2015.  Please sennd your comments to fasab@
fasab.gov.

Closing—Opportunities and Thanks

Oppoportrtununiities to improvee federal financial 
acaccounting and reportingg remain. The sustained call foforr inintetegrgratiion of financial and non-finannncial 
performance information combined witthh ththee growing reliance on ellectronic reporting make thhhhe eee work of 
standards-setting even mororee imimpportant and challenging than ever. TThe board will be consideringnggng how to 
present cost and budget information in greater detail, in clearer formmats, and with better explanaaations. We
hope this supppporortsts integration efforts so that decision-makers’ information needs are met. 

Inn cclolosing, I would like to express my gratitude to all those engagedd in the board’s work—my felelelellow 
board members, tthe staff, the members of the Appointmementntss PaPanenell, the volunteers serving on FAASASASAB task 
forces, and all whho read and respond to ouurr rereqquests for input. The hard work and commitment of fff these
many people makke the board’s work possibble.  

TOM AALLEN

y p p

TOM AALLEN

We have only begun the process 
of communicati ng vital, reliable 
informati on in heavier doses to citi zens, 
Congress, and management. Each will 
benefi t and each will be able to make
bett er, more informed decisions in
the future. We have thus far focused 
mainly on fi nancial reporti ng. As we
combine detailed fi nancial informati on
with performance results and use the 
resulti ng informati on in the process of 
formulati ng future plans, the decision-
making process will benefi t. 

Philip T. Calder, FASAB 
member 1997-2004, FASAB 
News, Tenth Anniversary 
Editi on, October/
November 2000
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BOARD TECHNICAL ACTIVITIES

Standards-setting Activities
The board d completed a long-standing prprojojjeect on the reporting entity to address the compplex
relationships established by the federal government. Standards will help ensure financial reeports cover ththe
organizazaatititiooons for which elected officiciciialalalals are accountable. In April 2013, the board proposeded ppririncncipiples to 
guguididee ppreppparararerererers sss of financiall sstatateteemmmentntnttssss ininiin determining whaaattt t organizations should be included in feederal 
finnanciaiaalll reports as well as hhow ttooo prppresent informmatatioionnn aboouo t those organizations. During FY2014,, the
boardd wworked closely with stakakeheholders to clarify  certaiaiinnn assaspepepepectctctctsss of the standards and appreciated this 
close collaboration. The board finalized the standarrdsds in September 2014 and anticipates their issuuance in 
the first quuququarter of fiscal year 2015.   

ThThe reepop rttrtrtininining model projej ctct ooobbjececectititiveveve iiiisss to identify fiinan nciaiaialll inininffoformation helpful for dededecicici ision-making, 
deemom nsnsstrating accountabiillity, anannddd achieving the reportiing obbjej ctctivivivvesesses.. ThThThThe boarrdd d idididentified user needs 
after exextensive outreach to vaaririoous types of users and soliciciti ededed recommemendndattioions from multiple task 
forces as well as roundtable participap nts. Users have consistentlyly eexpressed intterest in understanding the 
compppososositi ion of cost information  thththrorrorough enhanced disagggrgregation. Users also sseek a better understaandndining 
off ttthehehe rrele ationship betweeeenn cocoost andnndd bbududududgeggg t informatatioion.

Gapps exist between the infnforormamaation users seek annd d that provided in current finananciciciaalal reports. Durinng 
2020114, board members presented their individual thhoughts about how the iddeaeall reporting model migght fill 
these gaps. Based on these presentations, the boardd identified flow ininfoformation (for example, budggetary 
and oppperererating cost data) as the logical starting pointnt. This inititialal approach aligns with user-identifiied 
ininteterrests ss ininiin oooobtbb aining a better understanding of the ccompoposisition of and relationship between cost annd dd 
budggetetet iiinfnformation. 

Memmbers recognize that flow information is just one of many components of the e rereporting model projject. 
Once the Board addresses flow information, the reporting model discussioonn will consider other aspecttss 
of an ideal reporting model such as non-financial performance informrmation and electronic reporting. Inn 
the long term, after the ideal model has been conceptualized, thee bboard will need to identify specific 
standards projects so that manageable segments are addressed in ppriority order.

The board made substantial progress regarding accounting for pubblic-private partnerrshshiips (P3s) by 
seeking comments on proposed accounting standards. P3s are increeasingly being g uused to provide mmuch 
needed capital resources and government services. The proposal seeeeks commmments on definitions annd 
required disclosures to aid in understanding P3s and related risks. ThThee bboard plans to address recoognition 
and measurement guidance after the proposed disclosures become available in 2018. This phase off the P3 
project will be informed by those disclosures and related standards such as reporting entity, leasess, and 
risk assumed which may address relevant recognition and measurement issues. Knowing momorere about the 
need for such guidance will help the board assess its decision to defer the recognition anandd measurement 
phase of its P3 work. We specifically ask for your input on the deferral in the threreee-year plan (see pages 
11 and 22). 

The board is also addressing risk assumed reporting because existing rrisk assumed information
requirements apply only to insurance contracts and explicit guarantees oof f transactions other than loloana s 
(hereafter “non-loan guarantees”). Presently, there is no guidance for othheer types of risk asssumumed 
reporting and there is inconsistent presentation of information for insurancce contracts anandd non-loann 
guarantees. Comprehensive and consistent reporting on significant risks asassumeedd bby the federal 
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government, noottt just risks related to inininsurance contracts and expliccicitititit gguaranteees, is important to meeeting 
federal financial l reporting objectttivivives. During 2014, the boardrdrd fffocused on insuurance and non-loan 
gug arantee prograammsm . A task forrrce provided needed inpututut ttto the board regardinng g the relevant pprooogrgrgraamams, as 
wewewell as existing rrepepporoo ting praaccctices, and options for imimimproved reporting. The boboard annntititicicicippates seeking 
commmmments on a pproppooso al regaaarding insurance and nnnon-loan guarantees in FY 220010101555. Also, beginning in 
FYFYFY 22201010 5, the boaardrd wwill start itii s evaluation of otthheh r major risks assumed d  bybybyby the federal government such
as natural disassteteerrr relief. 

The Financciaial Accounting Standaaards Board (FFAASB) is expecteteteddd to iissue major revisions to ititititssss aaccounting 
standards for leleases during 2015. PPrP ior and exiiisting FASB stststandardds formed the basis ffforororor federal 
acacaccococoununtititingng ssstatatandnddndaraa ds. Consequentlly, changes innn FASB stannndards wiill create a void iiiinnn n the federal 
guidance. The boarararrdd is working cccllolosely with theee Governmeeental Acccounting Stannnndddadards Board (GASB) 
on appropriate standdarararrds for gggovovovernmental entitieese . The boaaards met jointly in MMaMM rch 2014 to share their
views. The FASAB hoppppesesese  to seek comments on aaa proposal iinin 2015.. Particuuuullall r emphasis is being affordddedededed 
to federal intragovernmentntala  leasing activity. 

In February 20144, the Departtmem nt of Defensnsnsee (DoD) requested dd that the boooard address six areas oooofff 
concern. The boaard identified the DoD DD iiimplementation guidannce rrequesssst as a priority givennnn the 
long-standing natture of the issues. Plans arara e to address each of tttheesese areass ttthrough ongoingg eeeefforts, the
Accounting and AAuditing Policy Committee (((AAAA PC), and a nnneewe  acctive projojjject. In Septembbbeb r 2014, the
board contractedd foror rreseseaearcrchh susupppporortt reregagardrdining g twwwtwooo of thehehe iissue areeas—estimimmmating valuess of inventory 
anandd opoperatatiing materials and supplies, and reporting onnn ddeployed prooperty, plaana t, and equippment. The
board willl act as quickly as possible within its existing resosoururces too address tttthheh se long-staanding DoD 
concerns.

During the fiscal yey arar, ththee boboard also completed Statement of Fedederarall FiFiFiFinancial Accountitiiinng Standards 
46 allowinnggg aanan addd itional year for auditors to prepare needed audit gguidancececece regardinggg lollolong-term fiscal 
prprojojections. Suchh long-term fiscal projections have been included in financial l rererepopopoportrtrtrtss since 2010 as 
required supplemmentary information. Accordinglg y,y, tthehe iinfnforormamatition hhas not been subject to the same level ll l
of audit scrutiny as basic financial infforormmatition. With this action, information about the present value offff 
projected receiptss and non-iintntererest spending under current policy without change will be presented as 
a basic financiaal ststatemeent with accompanying disclosures in FY2015. This information supports onnenene 
of users’ momost importantt assessments - “whether future budgetary resources will likely be sufficcccieieeient to 
susuststaiain public services annd to meet obligations as they come ddueue ”. 1 TThe board finalized the ssstttat tement in 
July 2014 and issued themm in the first quarterer ooff fifiscal year 2015.   

Implementation Guidance 
Implemmenenttation gguidance was provided to federal agencies through the AAPC. The AAPC is aaaa  
cocommmittee comprrising representatives from the Chief Financial Offficers Council, the Council offofof 
Inspectors Generral on Integrity and Efficiency, the U.U. SS. DeDepa trtment of the Treasury (Treasury), the 
Office of Manageement and Budget (OMB),), aa dnd the  U. S. Government Accountability Office (GAAAAO). 
The board’s execcutive director serves as chhairperson of the committee. While the board provides sttttafafafa f 
support, the commmittee accomplishes its miission largely through the efforts of volunteers serving on 
task forces. VVololunteers come from federal agagencies, independent public accounting firms, and nonprofit 
organizazattions. In early FY 2014, the AAPC finalized guidance for identifying the costs incurred to place 
G-PP&&E into service. The committee also aggreed to address the DoD request for guidance regarding 
contracct financing payments.

1 Statemennt of Federal Financial Accounting Concepts (SFFAAC) 1, paragraphs 135 35 andand 13139.9
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Collaboration
The boboarardd d contntnttininininueu s to work collaboratively yy wiwiwiw th other standards-setting boards includinngg the GASB, 
the booard tthhatatat eeestablishes accountinng g anandd d fifinananancn ial reporting standards for state and locall governmentalal 
entities iin n thththe United States; the FASSB, thehee BBBoa drd thhat establishes accounting and financiaal reporting 
standards for non-governmental entities s inin the Unites States; and the International Public SSector
Accountingngng Standards Board (IPSASB),)  the board that establishes international accountingg and financialal 
reportininngg sstandards for governmentntntalalall eeeentities. Generally, such collaboration is at the staff levevelel. HoHowwever, 
thhe prooject onononon lllleeases is a coollaboorar tivee pppprorororojejjject for which ttthehehee bboard holds periodic joint meetings wiith 
GAASBS ttto allow members to eexcx hahahange ideas.

Presentations and Other Assistance 
ThThe bboard d  anananandddd its staff contininuueue to oo acacactititiveveveelyll  support thee ffedererralalal ffinininancial management cocoommmmmunity by 
prrovviddinining education, faciliitatinng g g ccocolllllaboration among aagenciies,,, prrppresessesenenenentitititingnn  infororrmmamatition and ideas in 
journaall articles, and providinng g advice to others regarding ffededeeeral finanncicialal accccounting. Educational 
training was provided by members and staff through their partiicicippation in nummerous international, 
nationnnalalal, regional and local confefefererereenncn es sponsored by grrououps such as the AICPAPA, the Association off 
GoGoovvevernrnrnmem nt Accountantsts, ananddd statatteee CPCPCPA AAA societies. 

Stafaff continued to offer itsts aannnuuau l half-day traininng event. The event provides fofoururur hhhours of continuuing 
prroofessional education free off charge and informs the federal accounting aandnd auditing community about 
FASAB’s progress on key issues. In addition, stafff members routineelyly assist accounting textbook aauthors 
and annswswswer questions regarding federal accounting..
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Governance, Operations and
Budgetary Resources

Governance
The ee bob ard did noot reevviv se its mmmission statement (adddooopted in 
202020121212))) oroo  its ruless oof f f procedure ee (adopted in 20100))) during 
FY 2014. 

The Steeringng Committee memberrsr  continued ttoo emphasize 
the budget connstraints faced by allll federal agennncies,
inininclclcludududinininggg thththeieieirrr owowowo n, but nevertheleess affirmed tttheir 
commitment to supppppppporting the neeeeds of the boarrrd. One 
of the two staff vacanannncies wasss fffiililled as of the staarrt of FY
2014. To address the rememememaiaiaining vacancy and mitigate
the effect of these losses oonn the technical agendaaa, the
cococommmmmmititittetteee apapprprovovvedede ::

 creating aan analyst level staff popoposisisititition to be filled
in FY 20115, and

 contractinng for support on the DoD 
implemenntation gguidadancncee rereququesestt.

BuBudgdgetary y resources are reported on page 10. Final 
FY 2015 rresources are dependent upon appropriations 
establishedd through the federal legislative process. The
committee also provided the e exexececututivive didirector’s annuall 
performancee apapapprprp aiaia sal and established expectations.

ThThee ApAppointmennts Panel, in addition to its routine support 
to the Steering Committee, endorsed plans to recruitit ttwowo 
new members whhose terms will begin JJananuauary 1, 2016.
As a result of prioor panel actctioionns, MMichael Granof and D. 
Scott Showalter wwere aappp ointed to serve second terms.

FASABB gegeneral counsel,l, Jacquelyn Hamilton, provided
memembers with training onn the board’s ethics requiremenntsts..
Such training is helpful too remind membeersrs ooff ththese
important requirements andnd to ananswswer questions. The
training will be provided annually and cover both ethics
and Federal AdAdvivisos ry Committee Act requirements. 

In Aprprilil, Ms. Hammilton stepped down as FASAB 
ggeneral counsel aand Gregory Marchand was appointed.
Ms. Hamilton annd Mr. Marchand collaborated ddururining 
the transition period so that FASAB needs were well 
supported. The board will miss Ms. Hamilltton’s wise 
counsel and welccomes the opportunity to work with 
Mr. Marchahandnd. 

OUR GOVERNANCE TEAM

The Steering Committ ee is 
composed of the chairman and
the members representi ng our 
sponsors. The committ ee annually
reviews the operati ng budget, 
approves contracti ng acti viti es, and
provides the executi ve director’s
annual performance appraisal 
and expectati ons. The committ ee
also parti cipates acti vely in the 
Appointments Panel.

The Appointments Panel, established
in 1999, assists the board’s sponsors
in recruiti ng and selecti ng non-federal 
members and advises the board
regarding improvement eff orts. 
The panel comprises the members 
of the Steering Committ ee, two
representati ves of the AICPA, and
one representati ve of the Financial 
Accounti ng Foundati on (FAF). The 
panel’s assistance contributes greatly 
to the board’s independence and 
conti nued conformance to the criteria
for a GAAP standards-setti  ng body. 
The panel assists in preparing this
annual report and monitors annual 
performance survey results. The
panel would convey any concerns to 
the AICPA in a ti mely manner.

Appointments Panel Members
Tom Allen, Chairman
Robert Dacey, GAO
Daniel Ebersole, FAF
F. Carter Heim, AICPA 
Christi na Ho, Treasury
Harold Monk, AICPA
Mark Reger, OMB 

FASAB General Counsel
Gregory Marchand

FASAB Executi ve Director and 
Designated Federal Offi  cial
Wendy Payne
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Operations

Members confirm their independence and adherence to the ethics policy, and complete a boboarardd peerfrfor-
mance survey in an annual assessment of conformance to the five AIA CPA criteria essssenential for a GGAAP 
standards-setting body. Through the survey, each member identifieses changes – ppoositive or negativee – in 
the board’s performance relative to the criteria (see graphic above foor a lilistst of the criteria). Memberrs are
encouraged to explain their views as well as offer suggestions for improvement. Members considerr all 
views and suggestions during the development of the annual report. This annual report summarizees the 
consensus results so that member views are made publicly available on a timely basis.

In addition to these annual processes, members agree that the AICPA will be notified ooff aany reportable 
events of undue influence if and when they occur. Together, these efforts serve to aalelert the AICPA to 
significant changes relevant to the established criteria and ongoing recognitionon as the GAAP standards-
setting body for federal governmental entities. To date, no reportable evevennts have occurred. Again, this 
year all members confirmed they conformed to the requirements regarddiing independence, ethics, and 
reporting undue influence. 

Further, the survey results identified some areas of improvement from lastt year and no ssigignificant new 
areas of concern arising during the year. A concern remaining from the prrior yeaarr rrelates to futuree 
resources. 

AICPA Criteria for a GAAP Standards-Setti  ng Body

Independence: The body should be independent from the undue infl uence of its consti tuency.

Due Process and Standards: The body should follow a due process that is documented and open 
to all relevant aspects or alternati ves. The body’s aim should be to produce standards that are
ti mely and that provide for full, fair, and comparable disclosure.

Domain and Authority: The body should have a unique consti tuency not served by another
existi ng Rule 203 standards-setti  ng body. Its standards should be generally accepted by its
consti tuencies.

Human and Financial Resources: The body should have suffi  cient funds to support its work. Its
members and staff  should be highly knowledgeable in all relevant areas.

Comprehensiveness and Consistency: The body should approach its processes comprehensively
and follow concepts consistent with those of existi ng Rule 203 standards-setti  ng bodies for
analogous circumstances.

ANNUAL CONFIRMATION PROVIDED BY MEMBERS

Independence: I acknowledge that I have neither personal nor external impairments that will keep
me from objecti vely reaching independent conclusions on matt ers under considerati on by FASAB, nor 
did I during the preceding fi scal year. I will promptly noti fy the Chairperson if my independence is or
may be impaired.

Ethics: I have reviewed the FASAB ethics policy and confi rm that I sati sfi ed all requirements and
limitati ons established under the policy during the preceding fi scal year.

Undue Infl uence: I have noti fi ed the Chairperson of any and all matt ers that I judge to be undue
infl uence. “Undue infl uence” is defi ned as external infl uences or pressures that impact a member’s
ability to objecti vely reach and/or communicate independent conclusions.
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As noted in Chhaara t 1 at right, 
the majority of mmembers 
believe there waas s nnon  change
whwhwhen consideringg:: (1(( ) due 
procccese s, (2) knowwledddge of staaaff 
anananddd mememembers (a ccomommponent 
of human resouurcrcrceees), and 
(3) compreehehensiveness and 
consistency. FFour members 
noted imprp ovemmment in due 
process.

The improvement in ddddue procececessss 
was attributed to the follllllllooowo ing:

 tattasksk ffororcecee mmember
participattioion in
meetings,,

 educationnal briefings 
directly frrom experts 
in aarereeasasas sssucuchh aas ttax 
exxpenditures and 
leaasing,

 upddates on GASB and 
IPSASASB effortsts,

 cocollll bbaboraation with GASB on the lease project,

 Congressional outreach, and

 input receeived on the three-year pplalann.

Members noted thhat increasaseded ddirect interaction between members and their stakeholders was excellentntntnt. 
In addition, memembeb rs nooted that staff provided excellent support to the board including communicatatttioiioion 
with memembebers between mmeetings. 

TThis year’s survey resultss are generally consistenentt wiwithth tthhe previouss four years. The board’s mmomm st notable 
five-year trend was sustainned quality y inin tthhe areas of comprehensivenness and consistency, knowwlwwledge 
of members and staff, andd duduee process notwithstanding reductions iin resources and turnover ammmom ng 
staff and members. Members agreed recent actions should not be viiewed solely as efficiency mmmeeae sures 
because of  ththee bebenefits gained. The board plans to continue direct iinteraction with stakeholderssss and other 
effiicicienency measures.

For the remainingg two criteria (domain and authoriityty, anandd fifinancial resources), the survey solicitssss
narrative responsses. This facilitates identifification of ideas for improvement. Improvement efforts bbbbegun in 
FY2012 have conntinued and been successfuful.

Members exprpresessed concerns regarding resoources both for the current fiscal year and in the future (see 
the budgdgetetary resources section below for deetailed information). In each of the past five years, members 
have nnoto ed resource constraints while laudingg efforts to operate efficiently. Most expressed the view that 
havingg one or two additional permanent staff would allow the board to provide timely guidance needed 
on commpplex matters. Members expressing thesse concerns noted:

Chart 1: Changes Noted during FY 2014

0 2 4 6 8 10

0 2 4 6 8 10

Due process

Knowledge of members and staff

Comprehensiveness and consistency

Stayed the Same  Improved
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 the signgg ificance and complexity ofof current projects are high and will require extensive research

 thhee e bobooard’s opportunistic action to addrdrdrd ess issues by broadening the scope of currrrenentt projectss 
maay y noononotttt bebebebe sustainable

 ththe e sms aller staff size and brooadadenninnngg ffof ii ddndiividual projects has translated into sloower progress oon 
issues

 pepepermrr anent staff are preferable tttto contractors

ToTo aadddddressssss mmmemememembers’ concerernsns, thththe bobobooarararrddd suggested findinng g gg opportunities to use new technology tto 
suuppp orrt t prproviding editorial fef edbabaackckck ttto staff betwweeeenn rerereguuulalalarly scheduled meetings. In addition, thhe 
Steeririnng Committee approved d plplans to hire one addditiononnalal ssstatatataffffffff mmmember in early fiscal year 2015. 

Budget Resources

AcActualal funnundidididing levels are dedepepeenndenenentt onononn ffffinii al FY 2015 aapppprorooprprpriaiaiatititions and will be deteermrmrmiinined after 
appprpropprrriations are provideed to eeacacachhh of the board’s sponsnsors. TTabblelee 111, BuBuBuBudgdd et 20101122-2-222015, presents budget 
resourrcces used from FY 20112 2 ththrough FY 2014 as well ass aanttnticipatedd rresesourcrcese  for FY 2015.  

Table 1: Budget 2012 – 2015
(dollars in thousands)

 2012 2013 2014 2015

Salaries and Benefi ts  $1,612.4   $1,432.3   $1,482.5   $1,647.1

Member Compensation  149.0  148.6 151.6 154.6

Travel  48.0   41.3  41.3  52.0 

Education & Training  10.8   14.0  14.5  14.5

 Consultants and other  58.7   218.0 2 173.5   72.7 

Total  $1,878.8   $1,854.2  $1,863.4  $1,930.2

2 Note that contractor support was obtained in FY 2013 and 2014 in light of staff vacancies.
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Three-Year Plan for the 
Technical Agenda
The board’’ss three-year plan shouldll  help those wwwho use, prepareree, anndd audit financial reports tooo pppparticipate 
fully in the statandards-setting procececess, and plannn for changes iiinnn generrally accepted accountntntntinning principles 
(G(G(GAAAAAAP)P)P)..

In February 2015, ththththe board willlll dddiscuss prioritieieies and makkke neededd adjustmentntntsss to this plan. Your 
assistance in identifyininining g arrreaeaeas needing attention wwow uld be vvveree y helppful in thaaaatttt discussion. We would 
greatly appreciate receivivingn  such input before Jannnuary 31, 20101015. 

ThThTheee boboboaardd priio iritititizeez ss prprojojecectsts based on the fooolllll owing factors: 

a) the likelihhood a potential projeejectctct will significantly contrributte to mmmem eting the operatingggg
performannce and stewardship repopoportrr ing objectives estabbblishshed in StStSttatement of Federrrraal Financial 
Accountinng Concepts 1, Objectives offf FeFF deral Financcciaiaial Reeporting;;;;

b) the sisigngngnififificicanancce off ththe iissue rella itive tto memeetetetetinii g g g rrereporting obbjectives;;

c) thhee pervasiveness of the issue among federal enttititiei s; and

d) thee potential project’s technical outlook and resource neeeedsds. 

Additional factors considereedd sisigngnifificicantt bby ii dndiivididuall membmbererss ini pplalalalanning the technicall ll agenda include 
(1) a focus onon ccitititizizizenens and citizen intermediaries as the primary useers offff tttthehehhe financial repepepeport of the U. S.
goveernrnmment, (2) aattention to the needs of Congress and program maanagers, ((3)3)3)3) iiiimpactstststs on preparers 
and auditors due to declining real budgets, (4) increasing risks ddueue tto o fiscal uncerrtatatataiiinty and operational 
complexity, and ((5) more electronic reportiningg. 

With each annuall review,, tthehe bboard identifies its priorities so that research can begin as time is availabbbble. 
Projects identiffieied d as pririorities but not yet active on the board’s agenda are “research projects.” Yourururur input 
regardinngg ththe scope of eaach research project and key issues is welcome.

This document presents theh  three-year plan in brbrieieff onon page 13. A pproject plan for each activeee ppproject 
follows. The board’s reseaarch projjecectsts aare then identified with a brieef description. The final itemmm m in the 
technical agenda section iis s aa lilist of potential projects considered by the board. 

You are welccomomee to submit suggestions on any aspect of this materiial or any ideas not presenteeedd dd
hereinn. NoNote that the board plans to defer the recognition and measuurement phase of the public-pppprivate 
ppartnership (P3) pproject so that the P3 disclosures resulting from eararlier efforts can be considereeeded along 
with recognition and measurement guidance in rrelelevevanantt standards such as reporting entity, leases and risk 
assumed. This mmeans guidance will not bee provided until late 2019. Your input regarding the impaaaact of 
deferring P3 recoognition and measurement guidance is needed. In particular, knowing whether preppararararers, 
auditors, or userss of information are encounntering challenges in applying the general standards given the
absence off ssppecific P3 guidance would be mmost helpful.



FASAB Annnnnnuuuual Report For Fiscal Year Endedd Septembeerrr 333000,, 22001144

12

If you have suggg estions regarding the threree-e-year plan, please submit them by email to: fasab@fasab.gov

or in hahardrd copppyyyy tototo::

WeWenddy y y MMM. Payne, Executive DiDirectoor
Federaral Accounting Standards AAdvdvisssooro y Board
441 G Street NW
Suitttee e 6866 14
WWaWashhhininngtgtgtg on, DC 2054848  
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Table 2: Threeeee-Year Plan in Brieeefff
.

Project and Objective FY 2014
Actions

Plans

FY 2015 FY 2016 FY 2017

The Federal Reporting Entity:
Consider what organizations 
and relationships should 
be included in federal entity 
reports and how information is
to be presented

Finalize
Standards

Issue Standards 
following 90-day 
review

Financial Reporting Model:
Consider whether the existing
model meets user needs and 
reporting objectives
Segments may include
consideration of improvements 
in:
- Cost information
- Performance reporting
- Budget presentation
-   Other areas such as the

articulation of the fi nancial 
statements

Develop
ideal model 
(concepts 
statement)

Consider 
results of 
Spending Pilots
led by CFO
Council

Continue developing 
ideal model (concepts
statement)

Finalize ideal model concepts 
statement in FY 2016

Identify discrete projects needed 
to support ideal model and decide 
vehicle(s) for guidance.

Leases: Evaluate existing 
standards to improve 
comparability and
completeness of reporting

Consider issues
and options 

Issue Exposure Draft Redeliberation
Finalize 
Standards

Risk Assumed: Develop 
standards so that information 
about risks assumed by the 
federal government and their 
potential fi nancial impacts are
available

Consider issues
and options for 
phase I

Issue Phase I 
Exposure Draft

Finalize Phase I
Standards

Develop Drafts 
for Phase II

Phases I
Implementation
Guidance as 
Needed

Issue Phase II
Exposure Draft

Finalize Phase II 
Standards

Public Private Partnerships:
Consider how fi nancial
reporting objectives are met 
with regard to public private
partnerships

Develop and
Issue Exposure 
Draft

Finalize Disclosure
Standards

Phase II Deferred

Department of Defense 
Request for Guidance

Develop project
plan

Complete 
guidance
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Research Projects
Research projects are not assigned full-time staff but research may occur as resources become available.
Projects are listed in order of priority. Anticipated date for assignment to staff indicated where possible.

Project and Objective FY 2014
Actions

Plans
FY 2015 FY 2016 FY 2017

Reconciling Budget and
Accrual Information – 
Alignment between Agency
and Government-wide 
Requirements (This project 
is related to the reporting
model project. Incremental
changes will be considered
fi rst. Decisions regarding next
steps will be taken as the ideal 
model is developed.)

Research

Tax Expenditures Research
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.Current Projects

Reporting Entity
Purpose: FAAASAB addddresses the reportinnngg g entity issue in its Statemenenenntttt oof Federal Financial 

AAcA countinggg Concepts (SFFACCAC) 2, Entity and Displayayayy.. SSSFSFFAC 2 addresses:
 Reasons fofofor Defining Reepeporting Entities 
 Structure ofofof the Federal GGovernment 
 Identifying thtt e Reportinggg Entities for GGGenerall Purpose Financial RRRRepepepe orting 
 Criteria for IIIncluding Comomomponents innn a Reporrting Entity 
 Other Issuesss Concerning tthe Compleeeteness off the Entity 

WhWhWhWhile SFFAFAFACCC 2 provides criteeerirr a for deteteterminingg if an entiiiittytyty should be included in the 
fedeerarararalll rreporting entity, questiooons continueueued regarding whwhwhwhether certain organizations 
shouldd bbe included. The Federrar l Reporting g g Entityy projecctcc  addressed both the
coconcepptualal framework and ssstttandards issues.s.s. 

Applicability: This project applied to o thththe government-wide rer poorting eentity and to componneenene t 
reporting entities thahahat prepare and present gennerall purpoooso e federal financiaall l l reports in
conformance with Statetetememm nt of Federal Finanncn iaall Accouunuu ting Standards ((((SSFS FAS) 34, 
The Hierarchy of Generalllylyly AAAccepted Accounununtingg Principppples, Including tthhehh  Application 
off SStatandndarardsds IIssssueuedd byby tthehe FFini ananancial AAAccccccounting Standardddds Board.

Objectives: TTo provide principles that guide prepeparers of finnancial staaaatements in determining 
what organizations should be included inn ttheh  finaancial reppppooroo ts of the goovernment-
wide reporting entity and each component repporortiing enttitititityy to meet federal financial 
reporting objej ctctiviveses.  

GG iuide preparers of general purpose federal financcial rereeepopopoports (GPFFR)))) in determining 
whether included entities are entities to be consollidated or eeeentnn ities toooo be disclosed, 
and what information should be presented. This gguiu dance willll eeeennnnsure that users of 
GPFFR are provided with coompmprerehehensiive financial information about entities and theiriririr 
involvements with h ororgga inizations so that federal financial reporting objectives are metettet.

 Devellopop aa definition of ‘related party’ and establish relevant disclosure requirementtntnts.  

Assigned staff:: Melisssa Loughanff

Other resources: Staff hhas engaged a task force to help accomplp ish the project objectives. 

Projectt page: http://www.fasab.gov/projects/active-projects/concepts-federal-entity/

Timeline: Octobeer r 2001414 - DDecember 2014
 Complete the 90-day review period

The Financial Reporting Model
Purpose: This project is being undertaken bbececauausese off iincreased demands for financial 

information to facilitate dede ici ision-making and demonstrate accountability, and tththt e
changes in how users exxpect financial information to be delivered.  For example,e, our 
research has noted that:

 •  Decision-makers are seeking information on the full cost of programs and citizens 
are accessing detailedd information on spending, such as who received federal
funds and what was acccomplished with those funds.3  

3 Preparerss Focus Group Discussion, February 10, 2009.
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•  Decision-makers alalsoso want additional information about the budget, comparrisons 
of full costs with the budget, and projections of future receipts and exexpependndititureses.

••  Citizens expect finananancncnciaiiaial information about component entities buut they have 
difficulty undnderstaandiinggg ccccuruurrrer nt financial reports.4

•  The public is relylyininng increasingly on electronic media (digital devicces, complex 
networks, and interactivity) to obtain information on demand.5

In addition, compmpmpononononeent reporting entities are experimenting with a schedudulele ooff 
spendingg aandnd ttthhe bbboaoaooardrdrdrd mmay consider whwhwhheteee her that schedule has a role as a basicc 
financial statememmenenenttt. If so, guiddanancece mmayyy be needed to help ensure that users undderstand 
the informatatioion presented and hoh w ititt rrelelatatatateseseses ttttooo existing financial statements. 

Applicability: This project applies to the governnmment-wide reporting entity and to component 
reporting entities tthat prepare and present general purpose federal financial repoportrtss
in conformannncecece wwwith SFFAS 34, The Hierarrchchchy y y of Generally Accepted AcAcccococouunting 
Principlpleses, IInIncludududdinininingggg thththe Application n ofof SSttatandddaarards Issued by the FFFinininanancial Accounting 
Standardrds Boooaaard.

Also, any ccoonceptual guidance developeded as a reesusultlt of the prp oject would guide 
the board’s develoloopment of accounting and d rereporting standaardr s.  Knowledge of the 
concepts thaaattt thththeee board considers shououldld help users and otheersr  who are affected d bybyb  
or intereresttedd in ffedededderereeralaalal financiala aaccounting and reporting staandards undedederrsrsttatandnd the 
purposses, coontntnteent, and qualitaatitive characteristics of informatatiion prprprovovoviidided by fedderal 
financial acacccounting and reportit ng.

Objectives: The primary objectives of this pproject are to: 

a.  Determine what financial innfof rmation wowoululd be helpful for decision-makingg, 
demonstrating accountabilityy, and acachihieving the reporting objectives given 
findings that users:

i.  are seeking less aggregated cost information and are intntererested in the vvalue 
being provided for the costs incurred. 

ii.  would like to know what has been budgetteded and spent and how 
expenditures compare to accrual coststss. 

iii.  users are highly interested in the bbuudget deficit and how it compares wii hth 
net cost of government operations

b.  Given the focus on external user needs for iintegrated budget, cosostt, and 
performance information, the effort will foccus on externall ffininancial reports and 
may address matters such as:

 i.  Improvements in the usefulness—inccluludiding the understandability——of cost 
and budget information as well as the relationship between cost and budget 
information

 ii. Factors to consider in:

  i.  identifying the type and level of disaggregatioonn (o(organizational, 
program, goals, objectives, functions) of momost interest to external 
users 

  ii.  determining where trend information is needed and for how long a 
trend

  iii.  selecting among a variety of presenntation types or formmatats inncluding 
consideration of the relationship of ccost and budgdgetet iinformattion

4 FASAB, User Needs Study: Citizens, April 2010.
5 FASAB Reporting Model Task Force, Report to the FASAB, December 22, 2010.
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iii.  Identififificcacation of cost and budget infofoformrmrmrmation uuseful for performance 
repopoporting (That is, identify optptptimimimum points for connecting budget, cosst,t  
ananand performance informatatatioioion) 

iv.  Understandability of teteterminology and presentatiiono s inclclludududiining the
relationship amongg ssstatements

v.  IdII entification of kekekey terms and establishmmmmenenenenttt of plain language
exexexplanations.

Assigned staff: Ross Simmsff

Other resources: Staff has been eeengaging a taaask force to heeelllp accoomplish the project obobobbjejejjectives. Also, 
staff plans to coonsider the scchehh dule of spppending ppilot efforts.  Optp ioioioionnal resources 
inii clude access tttoo Web-based d meeting soooftware like Webex to rrrrededededuce meeting logistics 
isssssusss es and ppererermmmit wide particiiipapp tion..

Projececeecttt ppage: http://www.fasab.gov/projects/active-projects/concepts-the-financial-report/

Timeline: Octobeer r and December 20111444 Meetings
 CoConsnsididerer improvementnttsss to reporting of fflflow iinformmmation such as cost, reveeenenue, and 

budget informationonon

 Begin developing aaa ddraft concepts statemmeene t t regardiinining presentation ooff ff flow 
information

FeFebrbruary – AAugust 20201515 MMeeeetitititingngngngs

 Consider other needed improvemenntsts to the rreporting mmmom del

 Finalize and issue an exposure draft of a coconcncepts sstatatatattet ment

Octobeberr 20201515 – AApril 2016 Meetings

 Consider responses to the exposure draft and identiffffyy nennn eded revvveviiisi ions

 Finalize concepts statement and consider nexxt t steps

Leases
Purpose: This pproject is being undertaken by the board primarily because the current leasseeee 

accoununting standards, SFFAS 5, Accounting for Liabilities of the Federal Goooovevevev rnment, 
and 6, Accounting for Property, Plant,, aandnd EEququipipment, have been criticizeeded as 
ineffecctive because theyy ddoo nonott makke meaningfull distinctions between capititiital and 
operatinng leasess rregegardding the substance of lease transactions. In addition, thhheh  lease 
accountitingng standards in SFFAS 5 and 6 are basedd on Financial Accounting SSStS andards 
Board (FASB) lease accounting standards which are likely to be revised. Theeee FASB 
and International Accounting Standards Board (IIASB) have proposed changegeees that 
focus on the conveyance of rights to future econoomic benefits (such as the rigggght of 
use). In addition, the Governmental Accountingg SStandards Board is addressingnggn  lease 
standards. Staff of the FASAB anandd GAGASBSB will collaborate in developing issueesese  and 
options. Joint meetings ofof the boards will be held periodically to discuss optionsnsnsns 
including differences beetwt een the state/local and federal environments.

Applicability:  This project applies to thehe government-wide reporting entity and to component 
reporting entities that preppare and present general purpose federal financial reports 
in conformance with SFFAFAS 34, The Hierarchy of Generally Accepted Accounting 
Principles, Including the ApApplication of Standards Issued by the Financial Accounting 
Standards Board.
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Objectives:  The primary objectivees s oof this project are to: 

a.  Develop an approach too lease accounting that would ensure that allll aassss tets and 
liabilities [consistenenenttt wiwiwiith SFFAC 5 definitions] arising under leasse contracts aree 
recognized inn thhe statemmmenenenent tt ofo  financial position and related costs ara e recognizedd 
in the statemeentnt of f nnen t cost.

b.  Evaluate and revisi e as needed the current lease-related definitions aand recognitioonn 
guidance in SFFFFFAFAFF S 5 and 6, including consideration of the advantagges aandnd
disadvdvanantataaggeg s ofo  appp lying the potenttiaiai l FASB/IASB lease standard iin the fefederal 
envirronmenent.t..

c.  Ensure tthahat the standards tto be dededeveveloololopepepepedddd fuf lly address the various lease
transactions/activities currenntlt yy being used in the federal community (e.g. 
enhanced use leases) as well as intragovernmental occupancy agreements.

d.  Considerr hhhowoww the budgetary treatment ooff f leleleaaase-purchases and leases ooofff cca ipital 
assesetsts ass ou ltlininininedededed iiin Office of MaMananaggegemeeenntnt and Budget (OMBMBB))) CiCiCircular No. A-11 
relaatet s too fffinancial statements annd d disccloloosususureeresss.

Assigned staff: Monica R. VValentineff

Other resources: Staff will consusuultltltlt with both FASB and GAGASSB staff membeersrs assigned to their 
board’s respsppeectiiivvve lease accounting g prprojects. Staff will also oorganize a task fofoforcrcrce e of 
knowleledgeaablb eee feefefedededederal and non-n-ffederal participants who havvee relevantntnt eeexpxperiencnce or 
interestt iinn leeaaase accounting witithhin the federal government.  

Project page: http://www.fasab.gov/projects/active-projects/leases/

Timeline: October - December 2014 Meeeting
  Review draft due process doocuc ment pprorovided by GASB

January - June 2015
  Finalize and issue exposure draft for public comment

July - December 2015
 Consider responses and revisions
 Develop final Statement 

January – April 2016
 Finalize and issue Statement

Risk Assumed
Purpose: This project is being undertaken by the board because existing FASAB standardds on 

risk assumed are limited to insurance contracts and explicit guarantees (other thhan 
loan guarantees). Because the federal government has a variety of responsibiililitities and 
consequently assumes a range of risks, it is important that FASAB reviisisitt iits existing 
standards. For example, when implementing policy initiatives to ststababiilize financial
markets and the economy, the federal government explicitlyy aassssumed risks previously 
considered by some to have implied backing of the fedeerarall government (GSE). 

In order to meet the stewardship and operating performance objectives of federal 
financial reporting,6 it is important that the federal govvernment report all significant 
risks assumed, not just risks related to insurance contrraca ts and explicit guarranantetees.

Applicability: This project applies to the government-wide reporting eentity and to cocomponent eentities 
that prepare and present general purpose federal financiial reporortsts iin conformancce

6 SFFAC 1, Objectives of Federal Financial Reporting, pars. 100, 122, and 141
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with SFFAS 34, ThThTheee Hierarchy of Generally Accccccepepepeptted Accocounting Principles (GAAAAP), 
Including the ApApApplication of Standards Issssueueuedd d by the Finanncial Accounting Standaardr s 
Board (FASB)B)B).

Objectives: TThT e primararry objective of this projojojeeect is to study the significcana t riskkksss aasassumed by the 
feeded ral govvernment and developpop (a) definitions of risk assummedeeded, ((b(b) related recognition 
annnd measurrrement criteria, and d d (c) disclosure and / or reeeququququiiririred supplementary 
inininformation (R(( SI) guidance ttthhat federal agencies ccanananan apply consistently in accordancncncceeee 
with GAAP.

Assigned staff: Robin Gilliamff

Other resources: Multi-disciplinaaary task forcee,e  including sssuuub-grouups to address specicicicifififific topics.

PrPP oject page: http://www.fasab.gov/projects/active-projects/risk-assumed/

Timeline: Phhhhasa e I: Expxpxplllicit Indemnificcataa ion Arrararangemennts (insuraaaance and guarantees other 
thannnn llloaoaoans):
 Idenntify alternative measuurrer s of loss exxxposuree (valuuee e at risk)
 CoConsididere  recognition of f f eelements in accrcrrual ffinanciiai l statements (measuremmmment and 

recognition guidancecece)))
 Consider needeedd d disclosures and/or RSI

October 2014 – Decembebeber r 2014 
 Developp Phase I expop sureee dddraft 

December 2014 – June 2015
 Issue Phase I ED or other request foorr fef edbacck
 Conduct pilot testing on Phase I
 Begin Phassee IIII rreseseaearcrch:h: CCononsisidederr apapplplici abilitity yy y totototo other types of rissks s assumed 

ffor entitlement programs other than social inssurannnncececc , including naaattitt onal defense, 
security and  disaster response; and other potential effffffecececectst  on fuuuuttutut re outflows such 
as regulatory actions, government sponsored ene terprises (G(GGGSESESESE) and other implicit 
or other explicit risks

June 2015 – Seeptptemembber 2015
 Hooldld ppublic hearing as needed on Phase I
 Coontinue research on Phase II
FY 20016
 Finnalize Phase I Statement  
 Commplete researcchh anandd ddevelop exposure drafft on Phase II
FY 201177
 Develop implementation guidance for Phase I, if necessary
 Issue Phase II exposure draft and hold publicc hearing 
 Complete Phase II standards

Public Private Partnerships
Purpose: This project was added tto o the agenda because federal agencies have increasingly 

turned to public-private ppartnerships (e.g., PPPs, P3s) to accomplish goals. Budget 
pressures are likely to furrther increase the use of P3s. Making the full costs and risks 
of such partnerships transpparent would be the overall objective of the project. 

 The board decided to addreess definitions and disclosures regarding risk before
providing recognition and mmeasurement guidance.
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Applicability: This project applies too thhthe government-wide reporting entity and to component 
reporting entities that prepare and present general purpose federal financciaiall rerepoports 
iniini  conformance with SFFAFAFAAS SSS 34, The Hierarchy of Generally Acceptedd Accounting 
Principles (GAAPAP)), InInncludddininining gg g the Application of Standards Issued by tthe Financial 
Accounting Standdarards BBBooaoa ddrd (FASB).dd

Objectives: Objectives of Phase 1 1 – Risk Disclosures - include:

• Defining terrmsmsmsms 

•  Esttabablilishshshing dididdiscscscsclolollosure requiremeeentntntntss regarding the nature of and risks embbodied 
in PP3 arraraangngngements

Objectives ofof Phase II – Recogngnition nn anddd MMeasurement – include:

•  Providing guidance for the rerecognition and measurement of:

 - assssssetettets and liabilities

-- revennnnueueueuesss and expenses

•  Cononsideedering implications for ottheher arrrarar ngements rrelelatatateded to P3s (sale-leaseback or 
other llong-term arrangements).

Assigned staff: Domenic Savininiiff

Other resources: A multti-i didiscscscipliiinannaryryyy ttttasaa k force, incnclluding sub-groups to addrress specific totoopipipicscs 

Projectt pap gee: http://www.fasab.gov/projects/active-projects/public-private-partnerships/

Timeline: October – DDecember 2013
 Present individual issues to ttask force and boarrdd
October  – December 2014
 Consider responses to exposuure draaftft regarding P3 disclosures
 Continue development of Techchninical Bulletin on recognition and measurureementt
February – April 2015
 Finalize standards for P3 disclosures

PHASE II:
April / May 2018 – December 2018
 Convene Task Force to confirm, analyze annd address major P3 accountingng ppractice

issues requiring guidance
 Coordinate progress and results with the Repporo ting Entity, LLeaeases and Risk 

Assumed Project Managers
 Review entity P3 Disclosures
January 2019 – June 2019
 Develop and Issue Exposure Draft(s)
July – December 2019
 Finalize Guidance or Standards

Department of Defense Implementation Guidance Request
Purpose: The Department of Defense (DoD) identified six areasas of concern for the board’s 

consideration. The purpose of this project is to addresss three areas the boardd bbeleliei ves 
may warrant FASAB action separate from other ongoinng projects. Theesese areas aare 
(1) use of reasonable baseline estimates of the cost of innventory anandd related propperty 
(SFFAS 3), (2) accounting for deployed assets, and (3) timi ing g oof capitalization oof 



FASAB Annual RReeeppport For Fiscal Year Endedd Sepptteemmbber 30, 220014

2111

research and develllopopopment efforts given spiral deedevevevevellllopmentt efforts. The DoD also 
requested guidddananance on the treatment of (1)1)) iiinn-kind lease payayments, (2) contract 
financing paayyyments, and (3) revolving g g fufufund activities. In-kiindn  lease payments s wiwiwillllll 
bebb  addressededed through the ongoinggg ppprroject on lease accountinng. Contractctct fffinininancing 
papaayments mmmay be addressed throoouuugh implementation guidancce bybyby tthhhe Accounting and 
Auuuditing PPPolo icy Committee. DDDoDo  questions regarding revvvvololololvving fund activities relate 
tototo budgetaryyy reporting and caana  be addressed througggh h h h cccconsultation with the Office of 
Managementt and Budget.

Applicability: This project apppplies to the ggoovernment-widddeee repoorting entity and to comppppononononent 
reporting entitieees that preparrre and present t t generall purpose federal finananaanncn ial reports 
in conformance with SFFASS S 34, The Hieeerarchy oof Generally Accepepepeptted Accounting 
PrPPP inciples (GAAAAAPA ), Includingg g the Applicccation off Standards Isssssuuued by the Financial 
AcAcAcccountingg SSStatatandards Board (((FASB).d

Objectives: Provvvvidididideee practical guidance to rrresolve longgg-standing issueseseses.

Assigned staff: Melissa a LoL ughanff

Other resources:: Conttractctoror ssupport for cerrrtatatain aspects as wellll  as a task force. The board recogngngngnizes 
that active DoD partticicicipipipation is needed to addddress theseeee long-standing conceeeerns.

Timeline: September 2014 thrrouououghgg  April 2015
 Research phase
 DeDelilibeberaratete iissssueuess anandd opoptit onononsss

 May 2015 – October 2015
 Develop due process documents and d seseeke  inpput
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Research Projects

Reconciling Budget and Accrual Information - Alignment between Agency 
and Government-wide Requirements

SFFAS S  7,7,7, AAcA counting for Revenue aaandndndnd Other Financing Sources and Concepts for Reconccililiningg 
BuBudgeetaryyy anananand ddd Financial AcAccoununtingg,, ,, rererereququququires informatiitionononn tto explain the differences between buddgetary 
annd d fif nanaancial accounting infforormaaattition. The requirremennt reeesususuultltts s s in a reconciliation of obligations inncurred 
and neett cost and is presented ass a note. 

The detaaailillilede  provisions are:

8880. BuuBuBudgdgdgdgetary and fiinanancncciiaial acaaccococoununununtitt ng informatiionon aarerere comommplementary, but boththh ttthehehe types of 
innffformation and the ttimingngg ooofff their recognition arree diffferenenttt, cccauauauausisisisingn  diffefeerererennces in the basis of 
acaccounting. To better unndederstand these differences, a a rer ccconciliatiionon shhoouuld explain the relationship 
between budgetary resources obligated by the entity duringng tthhe period annd the net cost of 
opopoperations. It should refereeencncnceee e the reported “obligagatitioons incurred” and rellated adjustments as 
dededefifffinened dd by OMB Cirircuculalaar A-3343434. ItIttIt aaaalso shouldd iinclude other financing souurces not incclululudedededd d iin 
“o“o“obbbligations incurreedd” succh hh as imputed finanancing, transfers of assets, andd ddonatatatioioionns of assetss not 
included in budget receieiptpts. [Text deleted by y SFFAS No. 22] The total off ttthehese items comprises 
obligations and nonbudgetary resources. 

818181. . This total should then be adjusted by:

(a(a(a(a)))  Resources that do not fund net cost of opopeerations (e.g., changes in undelivered oordrdeers, 
appropriations received to pay for prior period costs, capitalized assets)),,

(b)  Costs included in net cost of operations that do not require resosoururces (e.g., depreciation anand 
amortization expenses of assets previously capitalized),), aandnd

(c)  Financing sources yet to be provided (those becomining available in future periods which wiilll 
be used to finance costs recognized in determining neet cost for the present reportinng g pperiod).

82. The adjustments should be presented and explained in appppropriate detail anandd iin a mannerr that 
best clarifies the relationship between the obligations basis ussed in the bubudgdget and the accruaal basis 
used in financial (proprietary) accounting.

A July 2012 AGA research report (Government-wide Financial Reporting) suggested improvements in 
process as well as standards. They stated “Our research indicated interest in the Unified Budget DDeficit 
not only on the budgetary basis but also on the accrual basis and, more important, the reasoonsns for the 
differences between the two perspectives.” The government-wide financial report inclcluudes a basic 
financial statement reconciling the Unified Budget Deficit (deficit) and Net Cosostt. TThe deficit is based 
on receipts and outlays rather than obligations. So, the board may wish too ccoonsider whether revising 
the SFFAS 7, par. 80-82, requirements so that each component reportinng entity reconciles net cost to 
amounts contributing to the government-wide deficit calculation would d be:

1. An improvement in the information provided to users, and

2. Supportive of the government-wide reporting process improvemennts undederwrway.
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In contrast to ttheheh  AGA report, many y y hahahave suggested that the requuuiririredededed reconcciliation be eliminated wwhile 
others recognizee its usefulness (b(bboototh as a control and as infooormrmrmation helpful ini  understanding differeences 
in perspectives).. AAAn effort to rreeevise the reconciliation iisss lililikely to be controversial.

Thheee board will aaddddrereress the mmmost immediate concererrnnn regarding the reconciliatioon ttthrhrhroough this project—
the popootential needd tooo support thtt e government-wididide reconciliation by aligniingngngng tthhe component level 
disclol ssusures with thehehe governmenenent-wide requiremmments. This may be acccccomomomomplished before the related 
reporting moodeedelll effort is complelelete. The reporttiiing model project wiwiwiillll address other matters relatinnnnggg g to 
the reconcililiai tion such as meetinggg users needss for understandadadabbble iinformation regarding thheeee rrelationship 
between budggete  and accrual inforrmmam tion.

Input regarding usssseree  needs in thiss area and key quq estions fffrom prepparers and auddddititititors would be helpful 
in planning this projejejeject. Your inpnpnput would be mooost welcommme.

Tax Expenditures

Presently, accounnting standards do nototot require information regaardinng tax eeexpenditures. SFFASASASAS 7 
provides that:

Informationn on tax exppenditures that a repororortit ng entitttyyy consideers relevavaavant to the perfooroo mance of its 
prprogoggrararammsms mmay be presented, but should be qualililiifififiedded and explaained apprrror priately to hhhhelp the reader
assesss the possible impact of specific tax expenditureress on the success offf f the related pprograms.

Tax expendditures are defined under the Congressional Budget andd ImImpopoop ununununddment Control Act of 1974, as 
amended, ((tht e “Budget AcAct”t )) asas ““revenue losses attributa lble toto pproroviviisissisions of the Federal tax laws which 
allow a specciaiaialll exexex lclc usion, exemption, or deduction from gross incoome orr whwww ich providdeeee a special credit, 
a prprefefererential ratee of tax, or a deferral of tax liability.” Thus, tax exxpendituress iniiincluddddee ee any reductions in 
income tax liabilities that result from special tax provisioonsns oorr reregugulalations that prooovide tax benefits to 
particular taxpayyers. Special income taxx pprorovivi isions are referred to as tax expenditures because they mayayayay 
be considered to be analogous s toto ddiirect outlay programs, and the two can be considered as alternativee
means of accomplplishingng siimilar budget policy objectives. Tax expenditures are similar to those direcccctt 
spending pprorogrgrams that are available as entitlements to those who meet the statutory criteria estaaaablblblblished
for ththee programs. Tax exxpep nditure analysis can help both policymakers and the public to undededederstand the 
actual size of government, the uses to which ggovoverernmnment resourcess are put, and the tax and eeecocc nomic
policy consequences that follow fromom tthehe implicit or explicit choicees made in fashioning legisssslal tion.  
(Source: Joint Committeee oonn TTaxation, Report JCX-15-11, March 99, 2011) 

Tax expenditururee ininformation is also available by budget function. Inn some cases, tax expendituuuures 
are signgnififiicant whwhen considered in comparison to direct spending (ooutlays) for a particular budgdgdgdget 
fufunction. In addittion, The GPRA Modernization Act of 2010 (GPRRAMA A) (Public Law 111-352222)
requires identificcation of tax expenditures contribubutitingng ttoo performance goals and consideration oofoo  their 
performance. Abbsent information about taax expenditures, it may be difficult to assess the full cosssst ttt of 
government actioons.  

In planning thhisis project, it would be helpful l to hear from users about the information they would find 
most uusesefuful and any challenges they anticipaate in communicating information on this complex topic. The
board dod es not presuppose any particular repporting practice. Your input would be most welcome. 
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Potential PProjects 

After conssideriiiningggg faffaf ctors that may influencecece ppppror ject priorities, the board begins its plannning by reviewwing 
potenttiaial prprojojojects identified by the EExexeccuutivee DDDDiriririrecececctot r (see Figure 1 for the rules of proceedure governinng 
agenda setettiting). Note that the list accucumuum lalalates over time. Generally, potential projects are only removed d if 
the issue has clearly been addressed throuough other projects. 

Stakehholololdededers are encouraged to connntatataactctcct the Executive Director to suggest potential projects s oror tto prprovide
innsighhtt regaagagardrdrdrdininining the projeccts iiddeentifieieied d d d heheheherer . Instructionssns fffororoo  submitting comments are presented oon
paagege 1222.

Index of Potential Projects

ASSET RETIREMENT OBLIGATIONS ..............................................................................................25

CLEANUP COSTS - EVALUATING EXISTING STANDARDS ......................................................25

CONCEPTUAL FRAMEWORK – REVIEW AND FINALIZATION ...............................................26

COST OF CAPITAL ...............................................................................................................................27

DERIVATIVES .......................................................................................................................................27

ELECTROMAGNETIC SPECTRUM ....................................................................................................28

ELECTRONIC REPORTING .................................................................................................................28

EVALUATING EXISTING STANDARDS ..........................................................................................29

FINANCIAL/ECONOMIC CONDITION .............................................................................................29

INTANGIBLES .......................................................................................................................................30

INTERNAL USE SOFTWARE ..............................................................................................................30

LONG-TERM CONSTRUCTION/DEVELOPMENT/PROCUREMENT CONTRACTS .................31

MANAGERIAL COST ACCOUNTING ...............................................................................................31

NATURAL RESOURCES ......................................................................................................................32

PROPERTY WITH REVERSIONARY INTEREST ............................................................................33

RESEARCH AND DEVELOPMENT ...................................................................................................33

REVENUE (Exchange and NonExchange) .............................................................................................33

STEWARDSHIP INVESTMENTS .......................................................................................................34

SUMMARY OR POPULAR REPORTING ..........................................................................................34
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Asseet Retirement Obligations

IIn some ciircumstances entities may be required to incur costs to reetitirere assssssetetetets. The board haas established 
general stanndards for liabbililitityy rerecogniition and specific standardds fforor lliaiabibibbilities associated wiiiittht  environmental 
cleanup (in SFSFFFAFAFASSS 5, Accounting for Liabilities of the Federal Governnmentnt, anaaa d SFFAS 6,66,6, Accounting 
foforr PrProperty, Plannt and Equipment, respectively). However, there is nno specific ggguiuuu dancnccnceee e regarding asset 
retirement obligattions other than cleanup costs (e.g., hazara dodousus mmatatereriaials required byy law to be cleaned up). 
GAAP for the priivate sector includes spep cicifificc guidance regarding asset retirement obligations developed 
since issuance of SFFAS 6. Fininanan icial Accounting Standards Statement No. 143, Accounting for Asset 
Retirement Obligigatations ((isissued 6/01) requires that the fair value of a liability for an asset retirement 
obligation bbee rrecognizedd in the period in which it is incurred if a reasonable estimate of fair value cacaacann be 
maadede. TThe associated asssete  retirement costs are capitalized as part of the carrying amount of thhheee e llllong-lived 
asset. This creates three innconsistencies between n enentitititiees ffollowing federal GAAP and those folllllowing 
FASB GAAP. One, certainn liabilitieess rereccognized under FASB standards would not be recognizedd dd in the 
federal sector. Two, FASB ststananddards require that liabilities be recogniized in full when the obligatiiition occurs 
while FASAB standards provide for incremental recognition so that the full liability is recognizedddd at the end 
of the usefufull lilifefe oof the asset requiring environmental cleanup. Three,, the asset retirement costs arrre added 
to tthehe total cost off the asset under FASB standards and are not in the federal sector; instead these cccosts are 
expensed as the liiability is recognized.

Cleanup CCosts - Evaluating EExisting Standards 

SFFAS 6,6, AAccounting for Property, Plant andd Equipment, addresses cleanup costs. Issues regarding existing 
standaarrds for cleanup costs include:

1)) Whether the existing liability recognitioon provisions are consistent with element definitions 
esttablished in SFFAC 5.

Rules of Procedure Regarding Agenda Setti  ng

The FASAB consults with the Executi ve Director to prioriti ze its potenti al projects. New projects are
added to the acti ve agenda based on periodic prioriti zati on by the board. The Executi ve Director 
ensures that agenda decisions are initi ated in advance of staff  becoming available to take on new
work so that pre-agenda research will be conducted. All agenda decisions are made at meeti ngs of the
FASAB by oral polling with agreement of at least a majority of members polled required for approval.

To prepare for the FASAB consultati on, the Executi ve Director solicits ti mely suggesti ons from other 
individuals and organizati ons. The Executi ve Director, aft er consultati on with the Chairperson, may
publish brief descripti ons of potenti al projects and request input from selected individuals and groups
on the potenti al projects and other emerging issues. In additi on, the Chairperson may decide to 
convene an agenda hearing to discuss potenti al projects with stakeholders.

In additi on to agenda setti  ng initi ated by FASAB, any individual or organizati on may request in writi ng
or at an open meeti ng that the FASAB address a new issue, or review or reexamine any eff ecti ve
Statement of Federal Financial Accounti ng Standards, Statement of Federal Financial Accounti ng
Concepts, or other eff ecti ve provision of federal accounti ng principles.  The FASAB will respond to
such communicati ons and explain its dispositi on of the request.
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a)  The liability may be understatatedded because the obligation is to clean up the entire hazardous 
wwaw ste but SFFAS 6 provides for a gggradual build up of the liability balance as the e rerelalatetedd PP&&E 
is ccononnonssusus med in service (the fuullllll cccleleleanup cost is disclosed in a note).

b)b)b)  The cost of PP&E may bbee unndededersrstated because the SFFAS 6 requirement is to ccapitalize its 
acquisition cost; the later coostst to retire the asset is excluded.

ccc)  The scope of liability recececcogogogognition is limited to costs to clean up hazardous substanancecess raratht er 
ththhthanaaa  the full asssesett rereetititiremememeentntntt ooooblbb igation. 

2))2) Cost-benefit issues relatatinngg to the level of pprecissioion reeeququququiriririredede  for estimates and ongoing conceerns 
regarding the timing of recognition of asbestos s lil ababilities (generally when asbestos exists rather than 
whenennen it is to be removed) have been raised.

CCCooonceptual Frammewwwooork – Review andd FFinnaaallliiizzzaaatttiiiioon

The board undertook a project to refresh its conceptual framewororkk. WWork began in 2006 and the stated 
objectttivivives were a framework to:

•  pp prorororo iiividdde structure bbyy desccribibibingngng thhe nature anandd limits of federal financial rerepporting gg ininin lclcluding ththe
boundaries of the feedederar l l reporting entity, 

• identify objectives that give direction to standdard setters, 

•• dd deefe ine the elements critical to meeting financiiaal reportiingng objectives and describe the statementntss usedd 
too pppprererer sssent elements, 

•••  identify means of communicating information necessary to meeting objectives aandnd describe whenen a 
particular means should be used, and 

•  enable those affected by or interested in standards to understandnd bbetter the purposes, content, and
characteristics of information provided in federal financial rrepe orts.

The board established a phased approach and in the case of the repoorting entity phase the effortt lleded ttoo 
development of standards concurrent with amendments to existing cconcepts. The board enenvivisioned a final 
review of the resulting concepts to ensure consistency across the frammework and too cconfirm its coverrage is 
comprehensive. The board has issued new concepts on elements of acccrual babases financial statementss and 
measurement of those elements as well as placement of information (bbasasiic, RSI and OAI).

During the project, other standards-setting bodies, including GASB, FASB, IASB and the IPSASB, 
undertook similar efforts. Some of their efforts will go farther than the board’s. For example, thee FAFASB is 
considering a disclosure framework and the IASB is discussing principles for selecting amomong measurement 
approaches (e.g., relevance, giving priority to how the measurement approach affectsts tthhe statement of 
comprehensive income, and cost-benefit). Coverage of topics by these standardsds-setting bodies may be more
comprehensive than the board’s coverage and the board may benefit fromm cconsidering their efforts.

If this project were undertaken, the board would review its framework (inccluding the results of the repop rting 
entity and reporting model projects) and ensure the framework covers the ttopo ics it should and iss iinnterrnally 
consistent.
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Cost off CCCapital

The opportunity coccost of makinggg an investment in assets iiss s nnnot recognized in thee financial statemenntststs ooofff 
agagagencies using thehe aaassets. Sommmeee other national governmmments have incorporated a capital usesese ccchhaharge into the 
deteeermrr ination of ttheh cccost of aaaggency operations as a mmmanagement tool.  The board d cococonnnsiidered this issue in 
cococonnn ececection with SFSFFAFAFAS 6 and dd issued an invitationnn to comment. Ultimately y y ththththeee bboard deferred further work 
on this project. IIn n ddodoing so, the bobb ard noted that ttthere was interest in incncncncoorporating a cost of capital in thhhheeee
budget andd tthahatt progress in this aaarerr a would beneeefit the board’s woorkrkrk. IfIf this project were undertakeeeen,n,n,n, thhe 
board wouldd nen ed to consider the lllikely effectivveeness of incorpopoporatingg a capital charge in ageeencncncncy financial 
statements, the apa propriate capital bbbase on whichh h to assess thheee chargee, and the selection ofofofof an interest rate to 
ap llply.

Derivatives

StStSt fafaffff hhhas not reseearar hcheded tthehe uusese of derivatives s bybyb  federal agencieees andd has nnnot had any inquiries byyy aaaagencies 
or their auditors regarding appropriate accococouunting for derivatives.. Thiis is annn area generally addresessssed 
in other domains.7 The GASB  issued StStStataatement No 64, Derivativve Innstrumeenenents: Application offff HHHHedge 
Accounting Termiination Provisions, an amenenndmdd ent of GASB Statatatemeent No. 5353535 , on the topic. SSeSeS lected 
material from thee GASB’s plain language explannatatation is presesesennnted beelow.

WWhatat is a Derivative?

A derrivative is a unique and often complex financial arrangegemem nnt that a a aa gggog vernment may enter into 
with aanother party, typically y a a prprivivatate-e-sesectctoror ffininanancicialal ffirirm. The vvvvallalaluueu  of a derivative ooor the cash it 
providese  to a gogog veverrnment (or that it requires a government to pay)y) is babbabased on changesss in the market 
prpriciceses offf an item that is being hedged, such as interest rates on loong term m bobbbonds or ccccooomo modity prices. 
In other worrds, the value or cash flows of a derivative are deriveed from (are dededeetetetetermrmrr ined by) how the 
market pricees of the hedged item change. 

Governmentts enter into ddereriivatives for at least four reasons: 

•  GGovovernmentsts often intend derivatives to be hedges. This type of derivative is an attempt totototo 
significantly rreduce a specific financial risk that a government identifies, such as thehehehe rrrriiisi k of 
increasing commmodity costs. 

•  Some governmments fiindnd tthahat they can lower their borrowiing costs by entering into a ddedederivative in 
connection witthh debt they issue. 

• S Somomee governments engage in derivatives that are investmments—governments are tryinnnng g to 
generrate income, as they would by buying other financiall instruments. 

•  Somee governments enter into derivativveses ttoo mamanage their cash flows. These derivatives mam y 
includde an up-front cash paymentnt to the government from the other party. The payment 
arranggements or terms of the derrivative agreement essentially provide for the repayment offff ttthehh  
up-froont cash. 

7 Presentlyy, derivatives are reported in federal fi nancial reportts in conformance with ph privrivateate-sector standards.
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Electroommagnetic Spectrum

The FeFedderaral CoCCommmmmmmmunu ications Commission (F(F(FCCCCC ) manages the electromagnetic spectrum –– a renewable 
naturaal l resoouururce excluded from covereragagee iin Tecececchnhnhnhnicicccala  Bulletin 2011-1. The technical bulletiin requires 
entities to rereport the federal governmenent’t s esesestimated royalties and other revenue from federall natural 
resources that are (1) under lease, contractct or other long-term agreement and (2) reasonably eestimable as off 
the reportrttinining date in required supplemenenenntary information.

ThThe FCCC’’s s gogogogoalalala  is to:

EnEnsure efficient allocation n aand management oof asseeetstts tthaahahatttt ggogogovvernment controls or influences, suuch as
spectrum, poles, and rights-of-way, to encouragege nnetwork upgrades and competitive entry. 

This pprororojejeject would consider what iiinfnffnfoooro mation may be needed to alloloow citizens to monitor the maanananaggegement 
ofof thihis s asseesetttt. IIIIt is not addreesssseded bbby otootheheherr r r acacaca counting standndarardsdss aaatt ththhiiis time. Based on the e FiFiFiscscsc lal Year 2013 
BuBudgdgetet Estimates submitteed by ththheee FFFCC to Congress in FFebruuary y y 20022012121212, rererereceippts iiinnn eexexcess of $30 billion are
anticiipap ted over the next ten yeyeaars.

Excerpppt t t from Congressional Reseaarcrcrcrch hh Service Report: Spectrtrumum Policy in the AAgge of Broadband: Issues foforr 
Congngngrereress (Linda K. Moore, , SpSppeeeciaaallil st in Telecommunnicicaations Policy, August 29,, 2012 (R40674))))))

Electronic Reporting

Electronnonicii  reporting is increasingly viewed as a meaansn  to conveyey ffiinancial information about governnment. 
Thhisiss is evevevvididdidenenenenced not only by sites such as USAspendnding.g gogov and Recovery.gov but also by the univeersrsalal 
practticecece of posting annual financial reports to federal websites and the emerging practice of prprovoviiding g 
a a wrw itittten highlights document accompanied by an electronic copy of the full report. MoMorere recently, a 
requirement that performance reports be provided electronically rather than in ppririntnted form was establissheh d 
in law (GPRAMA). Also, the DATA Act of 2014 demonstrates a growingng eexpectation that machine readdable 
data be provided that links specific transactions with programs and d otothher classifications. 

This is an area of great interest to the profession and the Associatioon of Government Accountants isssus ed 
Research Series Report No. 32 on e-Reporting in July 2012. The fulull report is available at g http://www.
agacgfm.org/Research-(1)/Research-Publications.aspx. The AGA reepop rt revealed a desisirere for commoon 
definitions, formats, and content among survey participants. Useful ininformation n reregarding desired repporting 
and the need for standards and/or best practice guidance was providedd throrouugh the research report.

The AGA report recommends, among other actions, the following actions relevant to standards-settinng:

 1. “An organization, group or taskforce of stakeholders should be appointed from the standndard-
setting community, federal, state and local government preparers, representatives frfroom various 
public interest groups, and citizen-users — all with the collective charge to dedevvelop guidelines
through an open dialogue and with a shared vision for data formatting g anandd common reporting. This 
group should also encourage the discovery and recommendation ooff and reward for best practices in
government financial, non-financial and performance informationn reporting.”
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2. The aboovvev  group should “set dddefefefiinitions and strategies and crcrcreaeaeaeattte unifoormr  standards for data coontent, 
database dessign and logical dadadatta model constructs for eaaasisisieeer extraction, traansformation and processsis ngg. 
Integrating fefeederal, state anndnd local information is crritititicicical. Standardization mmust be stable anddd aaablblblee tto 
survive challlelenngn es from pppreparers, data providerrrss,s, systems vendors and useersr  amongngng ooothththers who are
wedded to thheir r existinggg systems and approachehehes.”8

Given tththese trendsds aaand concernns,ss  the board plansss to consider concepts fofofoforrrr electronic reporting in its 
reporting moodeedelll project. Respondddents may wish h to consider whetheeerr r a a separate effort would be benefefefeficicicicial 
and provide ini sights regarding neeeeded guidanceee. 

Evaluatingggg EExisting SSStttandards

A general concern expresesesesseseseddd by members of the boooard and thheee federaal financccciaiaiaial management community 
has been that resources are e increasingly constrainnneede . Because oofo  commpetinggg ddddemands, existing requiremmemements 
shshshouououldldld bbbee evevalaluauateteedd d anandd anany y ununnecessary requuiririrements eliminateteted. This hasss been a long-standing cooononcern 
that the board connsiders carefully in existingngng projects. 

To explore burdenn reduction in a targeteddd fafafashion, project objectivvev ss ccould innnnclude:

1.  provide foorums for prepap rers, auditors, annnd dd users to iidededenntify reequiremenenenents they believee ee are
ununnneneneccecessssary ((this could be done through an oopepepepen-n-n-ended writteen requesttt t for input or rrroundtable
disscussions)

2. evaaluate the requirements identified against the reporting obobjejectc ivesesss

3. preppare aan omomninibubus exposure draft to adjust or eliminate requuiriremmmmenenenents

ThThee chchallenge in this approach is that the relevance of requirements vvaries amongggg aga enennncicicc es. For example, 
agencies for whicch certain requirements are immateriala mmayay nnotot ffinindd thhe information relevant but may find 
the steps necessarry to omit the requiredd iinfnforormation based on materiality too burdensome. They may simplplplply 
comply with the rrequirement.t. TToo reduce the burden on this agency would mean that the requirement also ooo 
would be eliminanateted at aann agency for which the information is material.  In addition, the burden is likelylylyly 
different bebetwtween agenciees with and without strong systems and controls.

Financial/Econoomic CCoonnddition

The board provided standards regarding fiscal sustainability reportingg. However, a broader focus ooon 
financial cocondndititioion reporting might result in additional reporting suchh as key indicators of financiiaalaa  
condndititiion at the aggency or government-wide level. GASB has addresssed key indicators and is curreeently 
undertaking a prooject to address financial projections.

Questions such ass the following could be addddressed in the project:

• What key ffinancial ratios are useful inn assessing the financial health of the entity?

•  Whahatt iinformation about the tax systemm is viewed as an indicator of financial health? (e.g., tax gap, tax 
eexpenditures, changes in the tax base/sttructure)

8 Associatioion of Government Accountants, e-Reporting, July 22012, pages 20-21.
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•  Is cost trend information needed att ddisisaggregated levels? (e.g., trends in construction costs for capital 
intensnsnsiviviveee operations or personnel costs for labor intensive operations)

•  Are theheherre external reports/measasurureess thaaattt shshshould be reported such as rating agency repports regardingg 
sooveverreign nations?

• Are benchmarks against other natioi ns/departments needed?

• AAAreee measures of riskk assummmedded ddddue to inter-governmental financial dependency needed??

Intangibles

The FAAASASASAB standards do not addrereresssss  intangible assets other than innnternal use software. Staff hass bbbeeeeeen 
cocontaccted d bybybyby a few individduaualsls wwith hh rererespspspspececece t to intangibleses ssucucchh h asas cccensus data and rights s tototo uuse of 
innveentn ioioons. The GASB issuued AcAcccococounting and Financiall Repoortingngng fffororror IIIIntntntntana giblle e e AsAsAssets. The issuance is 
descriibbed as follows on the GAGASSB website:

Statemenene t No. 51 identifies an intannngiggg ble asset as having the fofollllowing three reququired characteristics: 

••• II Ittt t lalalaackckckcks physical sububstannce—i—iiinnn n ototoothehheher words,s, yyoou cannot touch it, except in cases whererreee thththe inntangible 
is carried on a tangibiblel  iteteemm (for example, sooftware on a DVD). 

•  It is nonfinancial in nature—that is, it has vaalul e, but is not in a monnetetary form like cash or seccurities, 
nor is it a claim or right to assets in a monetarry form like recceieivvables, nor a prepayment for goods or
seeervices. 

• ItItItss initial useful life extends beyond a single repporting period. 

The sstandard generally requires intangible assets to be treated as capital assets, folollolowwing existing 
authoritative guidance for capital assets, although certain intangible assets araree specifically excluded fromm 
the scope of the statement. One key exclusion relates to intangible assesetsts that are acquired or created
primarily for the purpose of directly obtaining income or profit. Suucch intangible assets should be treatedd aass 
investments. The standard also provides guidance for issues speciffiic to intangible assets. For instancce, to 
report the historical cost of an intangible asset in the financial statemments, the asset has to be ididentififiaable. 
That means that the asset is separable—the government can sell, rentnt, or otherwise traransnsffer it to anotther
party. If it is not separable, the asset has to arise from contractual or oto her legal ririghghts, such as water rights 
acquired from another government through a contract that cannot be ttransnsfeferred to another party.

Internal Use Software

SFFAS 10 provides standards for internal use software. Since its implementation, federeralal preparers have
expressed concerns regarding (1) the relevance of capitalized costs which are limimiteted to the development
phase (both OMB guidance and GAO’s cost estimating guide focus broadlyly on project – or life-cycle – 
costs), (2) the need to assign full costs – which include general and adminnistrative costs – to software, and 
(3) the ability to identify phases under current IT practices. The objectivess of the project would be to:

•  Evaluate whether restricting capitalized costs to the development phaases is useful and,d, iiff not, cconsider
changes such as allowing capitalization from project inception to commpletion or r eexpensing cossts.
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•   Considerr alternatives to the currrrererent full cost requirements annd//d/d/orororor guidancnce to support efficient aggency 
implementatation

LLLong-Termm CCConstrrruuction/Developppmmment/Procurement CCCoooonnnntttracts

In its work on NNatattioioional Defense ee PP&E (ND PP&&&E), the board considererrredededed the need for disclosures regardrdddinininingg 
complex, lonongg ddduration contracts ffor the developppment and acquisitititiononon of weapons systems. One prorooopopopoposal 
included a ddisisclosure of the ten larrrgegg st acquisitiooon programs shhhooowing budgeted amounts, expepepepectctctcted amounts, 
cost to date andd progress to date.  EEExposure of thhhis proposed dddisclosure requirement reveaeaaalelelel d a number of 
tte hhch inicall areas thhththataaa  required clarificcication as well l l as resistanccce to this non-traditional didididisclosure among some
commentators. The bobbb ard elected ttot  move forwarrrd d to eliminnnate the sppecial categgorrororyy y ND PP&E and any 
disclosures unique to ththththe catetetegogogory.  As a result, theee board set asa ide its work in ththththis area. However, the board 
noted (in the Basis for CoCoCC nclusions to a subsequennnt ED and SFFFFAS 223 – Elimmmminating the Category Nationanananall l
Defense PP&E) its intentioon n to return to this propopoposal on a govevevernmeent-widdddeee basis in the future. 

Manageriial Cost Accounttiiinnnggg

The CFO Act callls for the development of cost innnfofformation anananddd the inntegrationnn n of accountingg,gg  program, and 
budgget ssysysstetetemsmsms aa dnd ii fnformation. Also, subsequent llegeggegisisisislalalatitition such as the Goverererernment Perforrrmance and 
RResults AcAct (GPRA) and the GPRA Modernization
Act establiished the expectation that cost measurement
would be aan n important part of reporting g onn rresesulultsts. . 
Accordingllyy, as illustraratetedd inin TTable 1, cost data is 
vital to finnannancicici lalal rreporting, budget decision-making,
anandd pperformance management and reporting and, 
ultimately, cost daata is a key ingredient for fiscal 
management and demonstrating accouuntntababililitity. 

The board’s focuss isi  on exextternal financial reporting 
and it does nonott ttypically address management 
informrmatatiion needs. In 19995, to support the goals of 
tthe CFO Act and the GPRRA, the board establishedd
managerial cost accounting standardss aatt ththe request
of then Vice President Gorre.e. WWhihile these standards 
address external reporting needs such as full cost 
information,n, tthehey y also provide broad goals for 
mananagegerial cost aaccounting to support internal users.

Despite this guidaance, the board continues to be 
advised of a needd to improve the internal avvaiaillability 
of cost informatioon and its linkage to perforrmance 
information. In 20010, FASAB staff surveyedd agencies 
regarding mamannagerial cost accounting. Resultts 
indicatetedd that a guide to using, developing, annd reporting cost information might be helpful. Also, research 
in the rreporting model project identified cost aaccounting as critical to meeting a need to integrate cost, 
budget, and other performance information. Thhe ideal model under development in the reporting model 

Figuurree 1: Role offff CCCCost Data
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project will inform this project regarding llonong-term goals for disaggregating and linking informationn 
to improvee eeextxtxteere nal financial reporting but will not address guidance for meeting needs for mamananagege irial 
informmatioon. 

In 2013, tthehe board contracted with thehe NNattioioonnall AAAcademy of Public Administration (NAPA)) to study 
questions such as (1) are good financial aandnd related data available to senior managers, (2) howw effectively 
are managegegers using such data, (3) what ggggaps may exist, and (4) what options are most likely toto be helpful inn 
closing g g ananny gaps. The study found ––– amammmong other things – that data are granular and accuratee bbutut chahalllenges 
reemainn in ananananalalalalyzing and trannsformminggg ddddattatataaaa inii to readily uuundndndererrerstood actionable information. In particuular, the 
abbililitity y ttoto identify the cost of f prproggrarrams and outcommes is lackikikingngngng bbbbututu  desired.  

The NAPA panel recommended that the President’s MaManagement Council (PMC) take a leadership role
in linkingngng budgeted resources to cosststst , outputs, and performance. The NAPA panel further recommemendnndeded 
thhatat FFAAASABABABB “sususs pport the PMC bybyby uuutilizing FASAB’s staff exppererertititisesese in conceptualizing frammmeweweworks for 
inntegratatinining budget, costs, aandnd seerviiicecece pppperfformance inforrmam itionon devevvelelelelopopopopedede  through tthehehe cccreation of SFFAS 
4, MaManananagerial Cost Accounntitingn CCConcepts and Standards. WhW ilile ee SSFSFFAS 4 alalrereadadady provides guidance to 
agencies on the principles of mam nagerial cost accounting, signgniificanntt uunmet avaiilability of such information 
was descscs ribed by agency leaders. TTTakakakaking the concepts and statandndards to the nextt llevel to meet the needs 
of aagegegennncy decision-makers willlll rrreqqquuiu re direction by the e PMPMC. FASAB has alreaddy been proactive e wiwiwiththh 
solliliciitiitinggngng uuuusser needs for fifinanciai l inininfofofoforrmation. Accccordingly, FASAB should levereraga e its ththhrerereee sponsosors—
Treaeasury, OMB, and GAOO—i— n n eeelaborating on detaiails of user needs. One potentiall apapappproach for long--term 
coonnsideration would be the development of a taxonoomy of auditable accountitingng codes that tie each exxpense 
journal entry to a type of benefit or outcome.”

The e NANANAPPA study results recognize the importance ofof engagagining senior leaders across government to imimprprovovee 
availlabiiilililitytytyty and use of managerial cost accounting infnforormation. Given the board’s mandate—prprovovididiingg 
gegeneraraally accepted accounting principles for external reporting--and its limited resourceses, ththe board doees not 
enviission addressing managerial cost accounting unless it is one component of a ggovoveernment-wide initiattive. 

Natural Resources

SFFAS 38, Accounting for Federal Oil and Gas Resources, was issuued as final on April 13, 22010100. It t rerequires 
the value of the federal government’s estimated petroleum royalties frfrom the productioon n ofof federal oill and 
gas proved reserves to be reported in a schedule of estimated federal oil and gas pepettroleum royalties. In 
addition, it requires the value of estimated petroleum royalty revenue desigignanated for others to be repoorted in 
a schedule of estimated federal oil and gas petroleum royalties to be didistributed to others. These scheedules 
are to be presented in required supplementary information (RSI) as part of a discussion of all significcant 
federal oil and gas resources under management by the entity. Due to a deferral (SFFAS 41), the StStatatement is 
effective as RSI for periods beginning after September 30, 2012. 

It is the board’s intent that the information required by the Statement transition to babasisic information after
being reported as RSI for a period of three years. Prior to the conclusion of ththee tthree-year RSI period, 
the board plans to decide whether such information should be recognized d ini  the financial statements or 
disclosed in notes. This Statement will remain in effect until such time a ddetermination is made.

The purpose of this project is to consider the results of the three-year RSI pperiod and developp ststaandarrds 
regarding any transition of information to basic information. 
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Properttyyy with Reversionnnaaary Interest

The federal goveernrnnment sometimmmes retains an interest in PPPPPP&&&E acquired by granntees with grant monononeyeyey. 
InInIn the event that ththe e e grant recippipient no longer uses the PPPPPP&E in the activity for wwhich the grgrgrananantt was 
provvvided, the PP&E&E rrreverts tooo the federal governmeeennnt. These arrangements are ssppepepecicicifififically excluded from 
PPPPPP&E&EE accounting.g. SSoomo e have sssuggested that a revvview of this exclusion is neneeeededededed to ensure that similar
arrangements aaree aaacccounted for similarly and thaaat adequate informationononn iiiis reported in such circumstancceseseses.

Researccchhh and Developppment

Research and develllopopopo ment (R&D)D)) costs are preseeented as reqqquired suppplementary sssstetetet wardship information 
(RSSI) and include bbototototh direectctct RRR&D spending by aaagencies anannd spendding whichhhh supports non-federal 
research and developmeeeentntntn . Generally, staff has fouuund that FASSSB standdards forororor R&D are referenced to 
determine what spending ququalifies as R&D (for exexexample, to ideenentify wwhen toooo begin capitalizing costs asasasas 
neneneww assets are ddevev lele opeded)). GGivivene  the significaaantntn  federal investmmmenee t inn R&DDD ($130.3 billion in 20122229999)))) and 
the possible differrences between sectors, , aaa rreview of practices in ttthis area mmmay be warranted. Altttteeeernatively, 
R&D reporting mmay be explored as a ccomomompop nent of an overall proojectt focusiinining on Stewardshipp IIIInvestments.

RReevvveeennnuuuee ((EExchange and NonExchhannnnggggeeee))))

SFFAS 7, AAccounting for Revenue and Other Financing Sourceses and Concepttttssss for Reconciliing Budgetary 
and Financcial Accounting, provides guidance for recognition of excchahangnge anananand non-exchangee revenue. In gg
FY2012, $3350.8 billion ooff exexchchange revenue and $2,518.2 biilllliion ofof nnononnn-exchange revenue wwwaw s reported 
government-w-wwidididee.e SSFFAS 7 requires disclosures and required supplemmentaryryyy iinformation aaaas well as suggests 
ottheherr aaccompanyiing information on the following topics:

• A perspecctive on the income tax burden. 

• Available information on the ssizizee fof the tax gap.

• Tax expendnditureses rrelelaated to entity programs. 

• Direectcteded flows of f resources related to entity programs. 

SFSFFFAS 7 has not been revviewed. Feedback suggests that sosomeme aagegencnciei s are relying on FASB sttaana dards 
for more detailed guidancee regarding revenenueue rrecognition and these sstandards have been revisedddd since the 
issuance of SFFAS 7. Wheen SFFFAFASS 77 was established, the board ackknowledged both inherent andd dd practical 
limitations that made full accrual accounting for tax revenues unattaiinable. The basis for conclusiioi ns for 
SFFAS 7 notes:s:

1171. At the ttime the Board began deliberations on this standard, accounting systems necessarrrry y to 
determine evven the limited revenue accruals that are nnowow rreqequiuirered for taxes did not exist. The changes 
in systems reequired by this standard aree llimimitit ded to those necessary to mirror the established assssess ssment 
processes. TThe Board understands that t the Internal Revenue Service is attempting to improve its sss
collection fuunction and the related mannagement information systems. Because such systems must alalalalsosososo 
provide acccocounting information, the Booara d decided not to impose accounting standards at this time 
thatat mmiight conflict with systems changeses needed to improve the efficiency and effectiveness of the 
coollection process or go beyond the minimum changes considered necessary to enable the collecting 
enntities to properly discharge their responsnsibilities. 

11  Consoliddated Financial Report of the U. S. Government, FYY 2012, Table 11.
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173. In the future, the general standaardrd fffor accrual as it applies to taxes and duties could be tighttened to 
producucucee aa a fuller application of the accrual concept. For fines, penalties and donations, nnoo acaccocountabble
eevent t preccededededeseseses the recognition point eestststabababblllil shed by this standard. Therefore, the generral standard forr 
reecoc gnnnititition as it applies to thesee sourrces oooffff rerrrevevvevenue results in full accrual accounting ffor them.

A review of the revenue standards mighht t cconsider general improvements that could better meeet the reportinng 
objectivesss aaas well as how to improve thee understandability of the presentation of information about taxes.

SSttteeewardship Invessttmmeeents

The board undertook the effort to reclassify all requireredd supplementary stewardship information 
(RSSI))) ssseveveveral years ago. RSSI is noooot t tt a category recognized in auditing standards. Audit coveragge ofoff 
thhee ininffof rmatatattioioioionn nn may not meet tthehehe bbboaoao rdrd’ss eeexpectations unless ttthehehe bbboooard reclassifies the infofoormrmrmation in 
ann estababbllished category. Heence, ththheee rerere lclassification wouldld resoolve qqqueueueueststststioioioionsnnn  regardididingngng tthhe desired audit 
statuss oof the information. TThehe booard completed work on twowo of ff three typepess ofof iinnformation – stewardship 
responsibilities and stewardshipi  property, plant and equipmentt. Thhee rremaining RRSSI type is stewardship 
investmemem nts including human capipipitataatal,l,l,l  research and developmpmenent, and non-federalal physical property. The
boararard dd ddeferred addressing g ththisis tttype ee sosso tthahaat t it could devevotote additional resources to higher priority yy prprprojojojects. 
The e cococonsnsnsequence is that thhis infnfororormamama itition remains aas required supplementary inforormationonon. 

Summmary or Popular Reporting 

AgAgeenencieseses aaarererere iissuing summary reports of financial annd peperfrformance information  and some view theesesee 
as thehe pppririmary report for citizen users. The need for gug idance or standards has not been expplooreredd by sstataff. 
HoHowewever, citizens participating in focus groups provided valuable insights regardingg ttheheirir interests and 
expectations.
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