
AAPC SFFAS 50 Implementation Task Force 
Meeting #2 Agenda 

 February 1, 9:30 a.m. 
 

 Introductions 
 

 Sub-group Updates  
o Broad Issues Sub-group 
o Land Rights [sub-group meetings to begin 2 weeks] 
o General PP&E Subgroup 

 
 Briefing on Alternate Valuations & Alternate Dates-Placed-in-Service (Slides)  

o The United States Coast Guard (USCG) used various methodologies to establish 
alternate valuations and alternate Dates-Placed-in-Service (DPIS) for General 
Property, Plant, and Equipment (GPP&E) line items on its way to achieving Generally-
Accepted Accounting Principle (GAAP) compliance and audit readiness as 
demonstrated by the Department of Homeland Security’s (DHS) first unmodified 
opinion in 2013. The USCG used multiple types of supporting documentation from 
building cornerstones with dates chiseled into the stone for an alternate DPIS to using 
municipality-produced tax documentation for alternate valuation of buildings to 
Congressional Justification information submitted through DHS as part of the 
President’s Budget (PB) submission for valuation ships and aircraft. This presentation 
will walk through those alternate valuation and alternate DPIS methodologies in place 
at the time the unmodified opinion was received. 

o Bobby Hart, Senior Manager, EY & CDR, USCG, Retired  
o CDR Matthew Manofsky, USCG 

 
 Updated List of SFFAS 50 Issues- see attached Issue Areas  

o Questions 
o Anything missed? 

 
 Next meeting is scheduled for:  March 1, 2017 9:30 a.m. 

o Meetings are scheduled for the first Wednesday of each month as follows: 
March 1, 2017 9:30 
April 5, 2017 9:30 
May 3, 2017 9:30 
June 7, 2017 9:30 

o There may need to be additional meetings scheduled and reviews done 
electronically as we get closer to finalizing a Technical Release  

o Outlook invites were sent for future meeting. 
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AAPC SFFAS 50 Task Force 
Issue Areas – February Task Force Meeting 

 

General PP&E Sub-group 

1. Deemed Cost : Definition & Application  
Deemed cost is an acceptable valuation method for opening balances of general PP&E. 
Deemed cost should be based on one, or a combination of the valuation methods permitted in 
SFFAS 50:  i.) Replacement cost, ii. ) a.) Estimated historical cost (initial amount) b.) 
Reasonable estimates may be based on cost of similar assets at the time of acquisition; c.) 
other reasonable methods, including latest acquisition cost and estimation methods based on 
information such as, but not limited to, budget, appropriations, engineering documents, 
contracts, or other reports reflecting amounts to be expended. and iii.) Fair value. 
 

a. [Specific question from DoD] Can we have a more robust definition of deemed cost other 
than that it is a surrogate for initial amounts?  If it's not an estimate of historical cost then 
what is it?  The IPAs are deferring to the auditing standards for estimates of historical 
cost. Without guidance specific to deemed cost, they have no other choice. 

b. [Specific question from DoD] Whether or not replacement value methodologies need to 
be adjusted for inflation (e.g., PRV vs. Deflated PRV) - Our current interpretation is that 
the standard as written allows both - which by definition means it's open to interpretation 
- but we have gotten pushback from some of our IPAs, arguing that any latest acquisition 
cost/replacement cost methodology be deflated to approximate historical cost.  We 
recommend clarifying language to clear up the perceived ambiguity. 

c. Concern that support for the individual cost factors that make up the PRV has not been 
made available to the services to provide to their auditors. Without this support, the 
estimation model is not auditable. 

d. As noted above, reasonable estimates may be based on “other reasonable methods” as 
permitted in SFFAS 50. As such, several questions, pertaining to this area have 
surfaced. Therefore additional guidance and examples may be needed. 

i. Pooled costs (i.e., co-mingled capital and expense costs, co-mingled programs, 
co-mingled PP&E and OMS costs, and others) 

1. Provide guidance to allocate such costs if identifiable using easy to find 
and supportable document, alternatively record the amounts based on the 
majority rule (i.e., if most of costs are capital based on the budget or other 
acceptable documentation than capitalize all costs) 

2. For example, cost allocation methodology or possibly capitalize cost of 
program based on engineering estimates, budgets as amended, or 
contracts 

ii. Full Costing (indirect, PMO, PEO, and other costs incurred) 
1. Provide example or clarification through guidance that either supports not 

recording such costs (this guidance would be a lower in the GAAP 
hierarchy) or permitted for certain situations in recording opening 
balances.  

2. Provides for estimation methodologies, such as determine the indirect 
costs for 5 (or another small number of) programs and apply this indirect 
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rate to all remaining programs unless preparers know that the rate would 
not be appropriate for certain programs  

iii. Allocating costs to end items 
1. Provide guidance that it is allowable to not allocate a portion of the costs 

to the end items and instead capitalize and depreciate such costs 
separate from the end items (e.g., software that is on certain end items 
but may not be on all end items, joint program modifications) 

2. Provide guidance indicating that simple allocation is appropriate and that 
specific identification by end item is not necessary (i.e., total 
costs/number of end items) 

 
2. Acceptable documentation  

a. Provide guidance on what would be appropriate supporting documentation 
i. Define the elements that should be on the documentation – nature and purpose 

of the project, amount, timing of when costs incurred, etc. 
ii. Define actual document names  
iii. Add examples for each service specific issue - cost estimation database for Navy 

ships 
b. Provide guidance when there is conflicting information on documentation and indicating 

that you only need to use one source document 
i. Address issues when budget states $100 million in current year but subsequent 

budget to actual reported in budget states $95 million  
ii. Avoid preparers incurring additional time on comparing different source 

documents and resolving differences such as budget vs. accounting records vs. 
disbursements vs. contracts 

c. Old assets with limited documentation 
i. Address that certain records are limited—some may only go back to 1994 
ii. Provide guidance on year to obtain documentation? 

d. [Specific question from DoD] How far do the reporting entities have to go in terms of 
supporting the deemed cost figure? It's a surrogate but is not tied to historical cost. How 
far do we need to go in terms of supporting the inputs to the figure that ultimately goes 
on the balance sheet? 
 

3. Determining the opening accumulated depreciation balance /Consideration of 
Useful Life 
 

a. Provide guidance on Capital Improvements  
i. Provide additional guidance regarding improvements that are capitalized- 

1. definition of improvements that are capitalized  
2. address the completeness assertion 
3. Provide guidance on what is considered a capital improvement versus 

maintenance/repair/sustainment 
4. SFFAS documents does not adequately address recapitalization of real 

property assets—outside or exterior walls do not change but multi-million 
dollar renovations to interior are considered maintenance / repair or 
sustainment.  
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5. Questionable if capital improvements that increase useful life will be 
accounted for? 

ii. Intent of Capital Improvements In-Service Date. [SFFAS 50 para. 13.e.ii] was to 
allow funding/monies to be grouped and not necessarily to be tracked separately. 

1. One must still consider useful life. 
b. Provide guidance on placed in service dates 

i. is flight training and testing considered placed in service  
c. SFFAS 50 did not amend SFFAS 6 par. 37 “Costs which either extend the useful 

life…over the remaining useful life of the associated general PP&E. 
d. Provide clarification regarding Fully Depreciated Assets (NBV $0) that are still in use?  

i. SFFAS 50 did not change SFFAS 6 pars. 41- 42 
ii. Needs to consider capital improvements 
iii. Can guidance state when it would be appropriate 

e. SFFAS 6 discusses revising the useful life and refers to it as an estimate. A discussion 
of frequency of revising the estimate and the factors to consider may be necessary. 

f. Provide guidance for determining useful lives 
i. Including the steps to complete to determine reasonable and appropriate support 

for each step 
ii. Is the original engineering estimate reasonable for base and improvements?  
iii. What example documents and names?   

g. Provide guidance on salvage value and when you would consider such 
h. Can we indicate not relevant for weapons systems or are there foreign military sales of 

older assets (stripped of proprietary parts/capabilities) that conflict with such assertion? 
 

 
4. Small assets (i.e., 20% of the value but lots of end items) 

a. These are the remaining low cost, high density assets.  
b. These are specific to each service and each classification of asset will present its own 

challenges. 
c. Services have not fully addressed such and we need to know what other issues arise for 

these assets 
 

 

Land Rights Sub-group 

5. Land rights Disclosures 
a. Clarification of land rights disclosures by incorporating a reference as explained in the 

BfC. [SFFAS 50 par. 13 h. ii and A19.] 
b. Intent was to recognize there may be situations with land rights when disclosures may 

not be required by this Statement. One must always determine if disclosures for land 
rights are required and appropriate considering guidance in SFFAS 6 and materiality 
always applies. 

c. Provide example 
 
 
 
 



4 
 

General/ Broad Issues Sub-group 
 

6. Unreserved assertion 
a. Additional guidance regarding making an unreserved assertion to establish opening 

balances. Need clarification on what DoD needs-wording of the assertion?   
b. Guidance for “transition period” when DoD components begin populating opening 

balances in accordance with SFFAS 50 (using alternative methods or deemed cost) but 
are not ready to express an unreserved assertion and/or go-forward processes are not in 
place.  

c. The sub-group leaders asked DOD to provide specific questions regarding the 
unreserved assertion topic that may require clarity.  

d. At this point, it is unclear if the issues are those that should be addressed within this type 
of guidance. Does the Task Force believe this issue needs additional guidance?  

 

7. Line Item 
a. The preparer can use judgment to decide upon the line items to present either on the 

face of a financial statement or in related disclosures. Line items may be based on a 
class of general PP&E, such as those currently included in the required disclosures, or 
on other reasonable means of disaggregation on the face of the statement or in the 
notes. 

b. The presentation of line items may vary in detail. For example, components of general 
PP&E, such as land, may be a separate line item, or there may be a single line item for 
all general PP&E. A reporting entity may determine it would like to make an unreserved 
assertion on classes of general PP&E disclosed in the notes to the financial statements. 

c. Provide clarification whether combinations of deemed cost methods could be used for a 
single line item. 

d. [Specific question that came in from DoD] Construction in Process is not specifically 
called out in SFFAS 50, although it's implicitly included due to being under the umbrella 
of GPP&E.  This has raised questions both internally and externally as to which sub-
lines can deemed cost be applied.  Again, our interpretation is that an entity can use 
"deemed CIP" (for lack of a better term), but again, more explicit language would help 
clarify the point. 

e. [Specific question from DoD] Can each asset class within PP&E be revalued at deemed 
cost independently?  For example, can IUS be revalued at $0 during a different period 
than real property at replacement value? The language in the standard alludes to the 
ability to do that but it's not explicitly stated that each financial reporting entity can 
implement deemed cost at different types for the same line item on the balance sheet 
based upon how the footnotes breaks out that line item. 

OTHER 

8. Engage audit community including GAO, DoD IG, and IPAs in reviewing DRAFT guidance  
a. We are not able to provide guidance to the audit community; however, we can provide 

guidance on SFFAS 50 to the preparers that includes what the Task Force determined 
to demonstrate what it believed acceptable supporting documentation to meet the goals 
of SFFAS 50 and sufficient procedures preparers perform to determine the amounts 
reported in the financial statements that auditors would audit against.   
   



Briefing on U.S. Coast Guard (USCG) 
Alternate Valuations & Alternate 
Dates-Placed-in-Service (DPIS)

Bobby Hart, Senior Manager, EY & CDR, USCG, 
Retired and CDR Matthew Manofsky, USCG



Page 2

Initial Lessons Learned

► SFFAS 6 compliance  Alternate Valuation / 
Deemed Cost is not a “two-step,” but concurrent 
(e.g. “Drain the Swamp AND Turn the Spigot 
Off”)

► Prioritize line items and assets from highest $$$$$ 
to lowest $ - “If Everything is #1 Priority, Then 
Nothing Is”

► “Accounting is a Byproduct of Operations” –
Without iterative/on-going existence and 
completeness efforts (e.g. inventories, not just 
testing), valuation efforts are fleeting and temporal 
based on useful lives

FASAB SFFAS #50 Task Force
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Most Useful Lesson Learned – “Perfect is the 
Enemy of Good”

► Alternate Valuation, Step 1 (from Procedure): 
“Based on the best readily available information, 
reasonable estimates of historical cost will be used 
for asset valuation purposes when adequate 
historical cost documentation is unavailable. The 
hierarchy listed below is ordered based on least 
costly, least amount of resources (personnel time 
and funds) expended to complete (i.e. like-item) to 
most costly, most amount of resources expended 
(i.e. third-party appraisal) to complete.” 

FASAB SFFAS #50 Task Force
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Alternate Valuation Methodologies

FASAB SFFAS #50 Task Force
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Alternate Valuation Methodology Metrics at 
Time Unmodified Opinion Was Earned

Priority Methodology (Real and 
Personal Property)

Count
Average 

Acquisition 
Cost

Total Acquistion 
Cost

Total 
Accumulated 
Depreciation

Total Net Book 
Value

% of Total 
Count

% of Total 
Total Net 

Book Value
5 Third-Party Appraisal 571 $8,702,472 $4,969,111,683 $2,281,524,752 $2,687,586,930 3.67% 39.82%
4 Budgetary Estimate 576 $7,717,068 $4,445,031,194 $3,016,567,450 $1,428,463,744 3.70% 21.17%
1 Like-Item 297 $3,358,051 $997,341,149 $122,710,823 $874,630,326 1.91% 12.96%

SFFAS 6 Historical 3395 $446,956 $1,517,416,469 $676,380,298 $841,036,171 21.80% 12.46%
3c Plant Replacement Value (PRV) 1005 $1,747,303 $1,756,039,672 $1,153,706,347 $602,333,325 6.45% 8.92%
n/a No Valuation Documentation 9570 $160,405 $1,535,073,714 $1,222,238,595 $312,835,119 61.45% 4.64%
2b Construction Cost Estimate 7 $965,634 $6,759,435 $5,343,387 $1,416,048 0.04% 0.02%
3 OEM Price Certification 120 $169,241 $20,308,954 $19,747,742 $561,212 0.77% 0.01%

2/2a Published Price List 13 $161,324 $2,097,211 $2,073,182 $24,029 0.08% 0.00%
3b Parametric Model 20 $26,680 $533,600 $532,150 $1,449 0.13% 0.00%

Grand Total 15574 $979,178 $15,249,713,081 $8,500,824,727 $6,748,888,354 100.00% 100.00%

“Drain the Swamp AND Turn 
the Spigot Off”

If Everything is #1 Priority, 
Then Nothing Is

“Perfect is the Enemy of 
Good”

FASAB SFFAS #50 Task Force
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Alternate Valuation Methodology Examples

► Like-item – All – Priority: 1
► Tax Assessment – All RP – Priority: 2c
► Parametric Model – Aids-to-Navigation – Priority: 3b
► Plant Replacement Value (PRV) – All RP – Priority: 3c 
► Budgetary Estimate – All – Priority: 4
► Third-Party Appraisal – All – Priority: 5

FASAB SFFAS #50 Task Force
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Like-item

FASAB SFFAS #50 Task Force
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Tax Assessment

Valuation: $7,200.00 2 V1

Tax assessment of Like Parcel

Cost Per Acre=($190,800/25.44 Acres)= $ 7,500.00 
Valuation=($7,500 *0.96 Acres)=$7,200.00
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Parametric Model

FASAB SFFAS #50 Task Force
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Plant Replacement Values (PRV)

► Selected Inputs
► Category Code (e.g. Building and Structure Type; not Land)
► Replacement Cost Factor – per unit of measure (e.g. $/sq. foot)
► Size – unit of measure

► Other Inputs
► Area Cost Factor; Historical Record Adjustment; Planning & Design 

Factor; Supervision; Inspection; and Overhead (SIOH); & Contingency

► Indexing
► Needs to be Indexed

► Land – Bureau of Labor Statistics provided Indexing Back to 1913; 2% used 
on average prior to 1913

► Buildings – Engineering News Record-Building Cost Index (ENR-BCI)
► Structure – Engineering News Record-Construction Cost Index (ENR-CCI)

► Can be Indexed Forward (Inflated) or Backward (Deflated)

FASAB SFFAS #50 Task Force
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Asset Enrolment Template (AET)

Includes General Services 
Administration (GSA) Federal Real 
Property Council (FRPC) Data 
Requirements

FASAB SFFAS #50 Task Force
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Asset Valuation Template (AVT) – PRV 
Calculation

** * * * * =

FASAB SFFAS #50 Task Force



Page 13

► Inputs
► Congressional Justification (CJ)    Program Pages
► Conference Reports
► Appropriation Acts, Digests, etc.
► Warrants from Treasury

► Uses 
► Specific Identification (e.g. Hull #1, Aircraft#11, etc.)
► Per Asset (e.g. Boats #32 – 42, Tanks #1– 20, etc.)
► Program Level (e.g. Program Costs, Administrative Costs, etc.)

► Inputs
► Congressional Justification (CJ) – Program Pages
► Conference Reports
► Appropriation Acts, Digests, etc.
► Warrants from Treasury

EXTERNAL TO 
REPORTING 
ENTITY

Budgetary Estimates

FASAB SFFAS #50 Task Force
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Appropriations 
Public Laws -
Appropriation

Warrants -
Appropriation

Completeness through Reconciliation

Congressional 
Justification –

PPA Level

Conference 
Reports – PPA

FASAB SFFAS #50 Task Force
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Conference Reports – PPA Level

FASAB SFFAS #50 Task Force
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CJ – Specific Identification

FASAB SFFAS #50 Task Force
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CJ – Per Asset

FASAB SFFAS #50 Task Force
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CJ – Program Level

Program Costs

FASAB SFFAS #50 Task Force
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Third-Party Appraisal

► Approaches
► Cost approach
► Market approach
► Income approach
► Value-in Use

► Uses
► Class-wide
► Model-wide
► Modification-wide
► Others

FASAB SFFAS #50 Task Force
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Alternate Date-in-Service (DIS) Methodologies

FASAB SFFAS #50 Task Force
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Alternate DIS Methodologies Impact

Priority Methodology (Real and 
Personal Property)

Count
Average 

Acquisition 
Cost

Total Acquistion 
Cost

Total 
Accumulated 
Depreciation

Total Net Book 
Value

% of Total 
Count

% of Total 
Total Net 

Book Value
5 Third-Party Appraisal 571 $8,702,472 $4,969,111,683 $2,281,524,752 $2,687,586,930 3.67% 39.82%
4 Budgetary Estimate 576 $7,717,068 $4,445,031,194 $3,016,567,450 $1,428,463,744 3.70% 21.17%
1 Like-Item 297 $3,358,051 $997,341,149 $122,710,823 $874,630,326 1.91% 12.96%

SFFAS 6 Historical 3395 $446,956 $1,517,416,469 $676,380,298 $841,036,171 21.80% 12.46%
3c Plant Replacement Value (PRV) 1005 $1,747,303 $1,756,039,672 $1,153,706,347 $602,333,325 6.45% 8.92%
n/a No Valuation Documentation 9570 $160,405 $1,535,073,714 $1,222,238,595 $312,835,119 61.45% 4.64%
2b Construction Cost Estimate 7 $965,634 $6,759,435 $5,343,387 $1,416,048 0.04% 0.02%
3 OEM Price Certification 120 $169,241 $20,308,954 $19,747,742 $561,212 0.77% 0.01%

2/2a Published Price List 13 $161,324 $2,097,211 $2,073,182 $24,029 0.08% 0.00%
3b Parametric Model 20 $26,680 $533,600 $532,150 $1,449 0.13% 0.00%

Grand Total 15574 $979,178 $15,249,713,081 $8,500,824,727 $6,748,888,354 100.00% 100.00%

FASAB SFFAS #50 Task Force
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DIS Methodology Examples

► Midpoint
► SFFAS 6: Historical
► Then SFFAS 35: Alternate Valuation, Now SFFAS 50: 

Deemed Cost
► Ship’s Plaque – Vessels – Priority: 1
► Dedication Plaque – All RP – Priority: 2
► Cornerstone – All RP – Priority: 3
► Earliest Site Plot or Asset Drawing – All RP – Priority: 5(a)
► Earliest Maintenance Record – All RP – Priority: 5(b)
► Other Third-Party – Both PP & RP – Priorities: Various (4-7)

FASAB SFFAS #50 Task Force
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Midpoint

Exhibit Date Type First Date Second Date Midpoint
1943 Year 1/1/1943 12/31/1943 7/2/1943
1942 Year 1/1/1942 12/31/1942 7/2/1942
1941 Year 1/1/1941 12/31/1941 7/2/1941
1940 Year ‐ Leap 1/1/1940 12/31/1940 7/1/1940

December‐43 Month ‐ 31 12/1/1943 12/31/1943 12/16/1943
November‐43 Month ‐ 30 11/1/1943 11/30/1943 11/15/1943
February‐40 Month ‐ 29 2/1/1940 2/29/1940 2/15/1940
February‐43 Month ‐ 28 2/1/1943 2/28/1943 2/14/1943

FASAB SFFAS #50 Task Force
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Historical

FASAB SFFAS #50 Task Force
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Ship’s Plaque

FASAB SFFAS #50 Task Force
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Dedication Plaque

FASAB SFFAS #50 Task Force
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Cornerstone

FASAB SFFAS #50 Task Force
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Earliest Site Plot or Asset Drawing

FASAB SFFAS #50 Task Force
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Earliest Maintenance Record

Presentation title
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Other Third-Party

FASAB SFFAS #50 Task Force
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More Lessons Learned

► Document Retention – without the 
documentation, the values do not matter (i.e. we 
do not have documentation for the values that 
exist now)

► Asset Balances + Journal Vouchers (JVs) and 
Other Adjustments = Line Item Balances

► Leverage pre-existing operational, logistics, and 
engineering data and reports (e.g. facilities data 
/ FRPC for existence and valuation, NIIN’s for 
different versions of same asset, etc.)

FASAB SFFAS #50 Task Force
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Most Important Lessons Learned

► The CFO Act was from 1990
► It is Fiscal Year 2017
► The “low hanging fruit” has been plucked.
► The “quick wins” have been won.
► The path that remains includes nothing but 

consistent, sustained, prioritized hard work that is 
based on meeting the five management 
assertions at the individual asset level and 
retaining relevant documentation for auditor 
sampling.

FASAB SFFAS #50 Task Force
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Questions???

Unmodified Opinion on the Financial Statements is Only the Beginning

FASAB SFFAS #50 Task Force
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