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MEETING OBJECTIVE
The objectives of the meeting are to (1) discuss the preliminary recommendation of the
task forces organized to determine improvements in reporting cost, budget, and
performance information in financial reports; and (2) determine whether there are any
questions or issues the Board would like to have addressed before the report is
finalized.
BRIEFING MATERIAL
The briefing materials include the following attachments:
Attachment I: Draft Summary of Task Force Discussions. The draft presents the
preliminary results from the task force discussions.
Attachment II: U.S. Government and CFO Act Agency Statements of Net Cost. This
attachment is intended to show members the different ways in which departments and
agencies 2 are presenting details on the net cost of federal government operations.

1

The staff prepares Board meeting materials to facilitate discussion of issues at the Board meeting. This
material is presented for discussion purposes only; it is not intended to reflect authoritative views of the
FASAB or its staff. Official positions of the FASAB are determined only after extensive due process and
deliberations
2
The terms department and agency are used interchangeably throughout this document.

BACKGROUND
During the April 2012 meeting, the Board agreed to segment the reporting model project
into three separate projects – improving the statement of net cost, performance
reporting, and budgetary reporting. FASAB determined that conducting three separate
projects would not mean that it has concluded the reporting model project. Rather, the
Board may choose to conduct other projects to enhance the model in the future.
Each of the individual projects engaged a task force to discuss issues and suggest next
steps for the Board.
NEXT STEPS
The task forces will finalize their product and staff will utilize their results to propose a
project plan. Staff will present the final task force product and project plan proposal at
the December 2012 meeting and, at that time, the Board can determine whether and
how to proceed.
MEMBER FEEDBACK
If you require additional information, please contact staff as soon as possible. In most
cases, staff would be able to respond to your request for information and prepare to
discuss your suggestions with the Board, as needed, in advance of the meeting. If you
have any questions or comments prior to the meeting, please contact me by telephone
at (202) 512-2512 or by email at simmsr@fasab.gov with a cc to paynew@fasab.gov .
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SUMMARY OF PRELIMINARY RESULTS
Preliminarily, the task forces noted that FASAB should revisit Statement of Federal
Financial Accounting Standard (SFFAS) 4, Managerial Cost Accounting Standards and
Concepts. FASAB noted that cost information assists users in budgeting and cost
control and in measuring performance. 3 Also, the objectives of SFFAS 4 are to: (a)
provide relevant and reliable cost information to program managers, Congress, and
executives; and (b) ensure consistency between costs reported in financial reports and
costs reported to program managers. However, task force members expressed
concerns that indicate that these objectives are not being adequately achieved. For
example, they noted the following:
•

There have been significant legislative and administrative directive changes
since the Board issued the guidance. Consequently, concepts, terms, wording,
and illustrations should be reviewed to ensure that the guidance clearly
communicates the Board’s intent and requirements to the financial reporting
community.

•

Although the standard has been required since the 90’s, it is not being
implemented broadly throughout the federal government. Challenges to broad
implementation include the nature of the services offered. For instance, some
programs do not provide a readily measurable product. Ultimately, agency
management and stakeholders may not fully realize some of the benefits that
cost accounting could offer.

•

Different terms are being used to discuss “costs” while each has a different
meaning and uses dissimilar measurement approaches. For instance, costs and
obligations are used interchangeably when costs refer to resources used or
liabilities incurred and obligations refer to commitments that create a liability for
the payment of goods ordered. If differences are not adequately explained,
diverse measurement approaches could confuse users.

•

Approaches for requiring supplementary information may be needed where the
benefits of providing information will outweigh the costs, given the complexities of
federal agencies and the different needs of stakeholders. Reporting entities
present costs in a variety of ways and this diversity in reporting makes it
challenging for users to compare agencies, determine trends, or conduct other
analyses. Attachment II: U.S. Government and CFO Act Agency Statements of
Net Cost shows the diversity in presenting the net cost of government operations
today.
Given that a one-size-fits-all approach may not be feasible, supplementary
information or references could provide finer granularity to assist users in their
analyses and help to advance financial accountability. For instance, the
Appendices section of the draft provides examples of presentations that could

3

SFFAS 4, par. 33-35.
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provide less aggregated data, including schedules comparing costs incurred,
commitments made for future payments (obligations), and cash payments
(outlays) by performance category.
Also, given the broad nature of these issues, individual task force members offered
suggestions for specific steps FASAB could implement. See Attachment I: Draft
Summary of Task Force Discussions for the full draft document.
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QUESTIONS FOR THE BOARD
1. Given the complexities of federal agencies, do you believe that financial
statements should provide comparable information on the net cost of
operations, i.e., present comparable line items or disclosures? If not,
why?
2. Do you believe that the Board should consider requiring less aggregated
cost data to help users perform analyses?
3. What steps would you expect to see accomplished as part of a project to
revisit SFFAS 4, Managerial Cost Accounting Standards and Concepts?
4. What additional information do you need to assist you in deciding whether
to proceed with a project to revisit SFFAS 4?

5
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Transmittal Letter

October XX, 2012
Federal Accounting Standards Advisory Board
441 G Street NW
Washington DC 20548
FASAB engaged the statement of net cost, budgetary information, and performance
information task forces to help it determine how to proceed with projects to improve
cost, budget, and performance reporting. FASAB develops accounting standards for
federal financial reporting after considering the information needs of users, and FASAB
supports budgetary and performance reporting.
Cost data would be helpful in informing a range of issues, from the fiscal challenges that
the United States faces, to day-to-day operations. However, departments and
agencies 1 employ different terms and measurement approaches to describe, aggregate,
and analyze costs, potentially undermining user understanding and minimizing data
relevance and value. For example, the use of different measurement approaches does
not permit adequate comparison of actual costs among federal entities.
0F

It has been over 20 years since the Chief Financial Officer’s (CFO) Act required the
development of integrated financial management systems that provide for the
production of complete, reliable, timely, and consistent financial information for use by
the executive branch of the Government and Congress in the financing, management
and evaluation of federal programs. 2 The CFO Act explicitly called for the systematic
measurement of performance, the development of cost information, and the integration
of accounting, program and budget systems and information. The foundation for the
CFO Act was laid by the Government Accountability Office’s (GAO) 1985 two-volume
report, Managing the Cost of Government – Building an Effective Financial
Management Structure, which established a conceptual framework for improving federal
financial reporting, controls and systems. 3
1F

2F

In the mid-1990s, FASAB developed and issued cost accounting standards – Statement
of Federal Financial Accounting Standards (SFFAS) 4, Managerial Cost Accounting
Standards and Concepts. Those standards permitted flexibility so that cost accounting
could be tailored to the unique needs of agencies. Further, in 1998, the Joint Financial
1

Hereafter, the terms department and agency are used interchangeably.
Public Law 101-576.
3
GAO, Managing the Cost of Government – Building an Effective Financial Management Structure,
GAO/AFMD-85-35 and 35B, February 1985. Also, Association of Government Accountants Corporate
Partner Advisory Group Research Series Report No. 31, Government-wide Financial Reporting, July
2012.
2
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Management Improvement Program issued the Managerial Cost Accounting System
Requirements (Federal Financial Management System Requirements – 8) and the CFO
Council published the Managerial Cost Accounting Implementation Guide. At the
foundation of the Government Performance Results Act of 1993 (GPRA) 4 is an
expectation that cost measurement will be an important part of the equation in reporting
on results. Despite the early emphasis on the importance of cost information and the
tools provided, task force members noted that cost accounting is not being used broadly
today or to the extent that FASAB originally envisioned.
3F

Over the past 20 years, while there has been some progress in developing managerial
cost information, efforts have been largely sporadic and episodic. Consequently,
progress has been nowhere near what was expected by the CFO Act and GPRA and
needed to help address the fiscal challenges now faced across the federal government.
Some of the apparent reluctance to more broadly implement cost accounting
requirements may be due to the nature of our current environment for decision making.
Decision makers, including the Congress, often do not make decisions based on the
cost or performance information provided to them by agencies. In turn, with all of the
other demands they face, managers may not wish the additional accountability that may
arise when there is a clear focus on the cost of operations and services. The primary
focus has historically been on program delivery and achieving the mission and not on
the cost of doing so and whether there are less costly alternatives. Managers do not
have the requisite incentive to invest resources in developing cost information that may
not be requested or used by decision makers. Managers may also be concerned that
cost accounting could add another layer of oversight on the results of their programs
and operations. The result is an environment where, typically, managers focus on
managing their budgets rather than managing based on their budget and the full costs
of their programs and justifying the next budget. Also, since FASAB finalized SFFAS 4,
there have been changes in the technology used to prepare and access information and
in legislative requirements affecting the reporting of cost data.
For example, FASAB has said that measuring cost is an important component of
measuring performance and reporting results. 5 Since FASAB developed guidance for
measuring and reporting costs Congress passed the GPRA Modernization Act of 2010,
reinforcing the mandate in GPRA. The Act is intended to help advance the use of
performance information in policy decisions such as budget allocations and requires:
new products and processes; new roles for department and agency officials; data on
cross-cutting areas; performance information in a machine-readable format; making
performance information available on a public website; and a central inventory of federal
programs to help citizens understand the range of services the federal government
4F

4

Public Law 103-62, 107 Stat. 285, August 3, 1993.
Statement of Federal Financial Accounting Concepts 1, Objectives of Federal Financial Reporting, par.
193.
5
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performs. 6 Also, on August 3, 2012, the Office of Management and Budget (OMB)
expanded its administrative directives with respect to performance reporting. Among
other things, the directives include requirements for department and agency leaders to
conduct quarterly data-driven reviews to improve performance outcomes and reduce
costs and permit them to define programs “consistent with the manner in which the
agency uses programs to interact with key stakeholders and to execute its mission.” 7
5F

6F

In light of FASAB’s role, the current environment, and significant legislative changes
that have taken place since the mid-90s, we recommend that FASAB initiate a project to
revisit SFFAS 4. This approach would leverage the Board’s existing capabilities to
address immediate financial reporting concerns.
At a minimum, the SFFAS 4 project should consider:


changes needed to help support the CFO Act requirements and recent legislation
and administrative directives impacting the reporting of cost information;



department and agency implementation challenges;



the appropriate use of financial terms such as cost, outlays, and obligations and
related measurement approaches; and



approaches for presenting supplementary information to facilitate context and
provide additional detail for analysis, given the complex nature of federal
agencies and that a one-size-fits-all approach may not be feasible.

Also, individual task force members provided additional matters for FASAB to consider
in proceeding with the project, including suggestions for specific requirements.
Revisiting SFFAS 4 would help ensure that financial information adequately meets the
current information expectations of users and helps the federal government better
manage its cost in line with the expectations of the framers of the CFO Act and GPRA.
The three FASAB Task Forces, which provided input to the project that led to this report
and recommendation, and the members of each task force follow.

6
7

Public Law 111-352.
OMB Circular A-11, Preparation, Submission, and Execution of the Budget.
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Statement of Net Cost Task Force
Owen Barwell, Managing Director, Grant Thornton LLP
Malena Brookshire, Branch Chief, Securities and Exchange Commission
Ann Davis, Senior Staff Accountant, Department of the Treasury
Jesse Ellman, Research Associate, Center for Strategic & International Studies
Chuck Fox, Assistant Director, Financial Management and Assurance, Government
Accountability Office
Doug Glenn, Deputy Chief Financial Officer, Department of Interior
Jim Herz, U.S. House of Representatives, Committee on the Budget
Patricia Healy, Executive Consultant, CGI, and a Fellow of the National Academy of
Public Administration (NAPA)
Regina Kearney, Senior Advisor, Office of Management and Budget
Louis King, Assistant IG for Financial and IT Audits, Department of Transportation
Scott Mabry, Deputy Director, Department of Interior
William Ransom, formerly Professional Staff Member, U.S. Senate Budget Committee
Doug Webster, Principal/Founder, Cambio Consulting Group and a NAPA Fellow
Budgetary Information Task Force
Ann Davis, Senior Staff Accountant, Department of the Treasury
Jason Fichtner, Senior Research Fellow, Mercatus Center at George Mason University
Christina Hsu, Assistant Commissioner for Government-Wide Accounting, Bureau of
Public Debt
Craig Jennings, Manager of Federal Spending and Contracting Policy, OMB Watch
Regina Kearney, Senior Advisor, Office of Management and Budget (OMB)
Kaitlin Devine, Web Developer, Sunlight Foundation
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Larry Malenich, Director, Financial Management and Assurance, Government
Accountability Office
Ed Mazur, Senior Advisor, Public Sector Services, CliftonLarsonAllen
Shelly McAllister, Budget Methods Specialist, OMB
Teresa Tancre, Budget Methods Specialist, OMB
Drew Vogel, Software Developer, Sunlight Foundation

Performance Information Task Force
Richard Beck, Director of the Office of Planning and Performance Management,
Department of Interior
Scott Bell, Senior Staff Accountant, Department of the Treasury
Jonathan Breul, Adjunct Professor, Georgetown Public Policy Institute, and a NAPA
Fellow
Mark Bussow, Program Analyst, Performance and Personnel Management, Office of
Management and Budget
Joseph O’Neil, Assistant Director, Financial Management and Assurance, Government
Accountability Office
Joel Grover, Deputy Assistant Inspector General, Department of the Treasury
Harry Hatry, Director of Public Management Program for the Urban Institute, and a
NAPA Fellow
Carrie Hug, Director of Accountability, Recovery Accountability and Transparency Board
Craig Jennings, Director of the Federal Fiscal Policy Program, OMB Watch
Regina Kearney, Senior Advisor, Office of Management and Budget
John Mercer, President, Strategisys LLC
Betsy Newcomer, Program Examiner, Performance and Personnel Management, Office
of Management and Budget
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Paul Posner, Director of the Public Administration Program, George Mason University,
and a NAPA Fellow
Bonnie Stabile, Adjunct Professor, George Mason University
Jeffrey Steinhoff, Executive Director, KPMG Government Institute, and Managing
Director, KPMG LLP, and a NAPA Fellow
James Taylor, Chief Financial Officer, Department of Labor
Kristin Lantz, Program Specialist, Department of Labor
Cynthia Simpson, Accountant, Department of Labor
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Establishment of Task Forces
Establishment of Task Forces
The objective of the statement of net cost, budgetary information, and performance
information task forces was to help FASAB determine how to proceed with projects
to improve cost, budget, and performance reporting. During its discussions, the task
forces considered various matters, such as the following: 8
7F

8



One basic principle of managerial cost accounting is that there are different
costs for different purposes and aggregating costs into a single number
greatly limits the potential uses of that cost information. It is likely not
practical to have such a detailed breakdown of costs to be able to meet all
analytical needs. Nevertheless, some thought needs to be given to the
appropriate degree of granularity of reported cost information that balances
affordability and practicality on one hand, with analytical value on the other.



Agencies have multiple stakeholders and each may seek to review financial
information aggregated in different ways, such as aggregated costs by
organization or program.



Attempting to address the various information needs of different stakeholders
in general purpose financial statements is a substantial challenge and likely
not very valuable. Also, analysts seek less aggregated information to design
their own reports.



Citizens may not be likely to understand organizational titles and the titles
alone may not adequately describe the mission of the entity. Also, some line
items on the statement of net cost (SNC) are broad descriptions of the
services provided. These descriptions and the meaning of the descriptions
can change over time. Thus, aligning financial measures with organizational
titles and broad descriptions may limit a user’s ability to make inter and intra
agency comparisons and develop a comprehensive understanding of how
departments and agencies use their resources.



Users seek a track-record or trends to help assess whether a program is
meeting its objectives and performing as intended. Achieving this objective
requires comparable data.



FASAB’s standards can only be enforced by an auditor’s opinion on the
agency’s financial statements and agency financial statements tend to
present highly aggregated information.

The matters are not listed in any priority and some could be combined.
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Users may say that they want spending information; however, the term
“spending” has different meanings. The user could be requesting information
about cost, outlays, or obligations, depending on the issue being addressed.



Citizens are likely to access financial information electronically from the
Internet. Through effective use of electronic links, it is possible to display
financial information suited to a variety of audiences at once. Starting with a
high level presentation and individual could click on links to underlying, finer
data. The finer data can be arrayed in a variety of ways for those users
seeking more information. Similar considerations for
aggregation/disaggregation may also apply for the delivery of budget and
performance information.



While the goal of integrating data (cost, budget, and performance) has been
acknowledged, progress toward achieving that goal has been challenging.
Some of the challenges include:
o

Defining and identifying “programs” has sometimes been difficult 9

o

Strategic goals may change over time

o

Many programs align with more than one strategic goal and outcomes
or outputs are often the result of multiple programs (including external
factors)

o

Costs are associated with a specific time period but outputs, and
especially outcomes, are often not the result of the specific time
period’s activities (instead there may be a time lag or a cumulative
impact related to several periods of activity)

o

Availability of high quality performance information is not universal and
is sometimes not accessible without significant investment in data
collection or program evaluations.

o

Use of terms—particularly financial terms--is inconsistent

8F

The task forces formally met four times and discussed these and other issues during
the months of May, June, July, and August - 2012. Each task force member was
selected based on their respective well-established backgrounds in federal financial,
budget or performance management and reporting, primarily while in federal
9

The GPRA Modernization Act has required OMB to work with agencies to publish a list of federal
programs. OMB has released guidance for the creation of the Federal Program Inventory (FPI) in Part 6
of OMB Circular A-11.
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government service, including top financial management leadership positions in
OMB, Treasury, GAO, and agencies.

Draft Summary of Task Force Discussions
October XX, 2012

Background

12
____________________________________________________________________________________

Background

Overview of the Complexities in Reporting Information on Costs and Federal
Performance
Federal agencies are extremely complex organizations and that complexity can have
a broad impact on reporting cost information from both the individual agency and
government-wide perspectives. The level of complexity can be illustrated by the:


range of goods and services that an agency delivers;



degree to which an agency’s organizational structure is decentralized;



reliance on other entities or organizations to deliver products and services;
and



need to simultaneously serve a wide range of diverse stakeholders.

The types of goods and services that agencies provide range from tangible, more
easily quantified and commonly understood, to intangible, more difficult to quantify or
subject to various interpretations that could change over time. For example, while
agencies like the Bureau of Engraving and Printing design and produce physical
items, e.g., currency, numerous other agencies provide services that may not be
readily measured or understood without some context, such as the following:


The Department of Agriculture intends to “ensure that all of America’s
children have access to safe, nutritious, and balanced meals.” 10
9F



The Department of State seeks to achieve “peace and security” and promote
“international understanding.” 11
10F



The Environmental Protection Agency seeks to provide “healthy
communities and ecosystems.” 12
1F

In addition, some federal agencies have a decentralized organizational structure and
are responsible for administering numerous programs that have different objectives
and require a broad array of activities to accomplish them. For example, the
Department of Health and Human Services (HHS) has 11 operating divisions and

10

Department of Agriculture, Statement of Net Cost for the Years Ended September 30, 2011 and 2010.
Department of State, Statement of Net Cost for the Years Ended September 30, 2011 and 2010.
12
Environmental Protection Agency, Statement of Net Cost for the Years Ended September 30, 2011 and
2010.
11
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over 300 programs that perform tasks and provide services such as research, public
health, health insurance, food and drug safety, and grants and other funding. 13
12F

Also, some federal agencies may depend on other entities to actually carry-out the
programs and deliver these goods and services to the public, such as private sector
and not-for-profit organizations and other public sector entities like state and county
government agencies. For example, the National Nuclear Security Administration
(NNSA) is a component of the Department of Energy and is responsible for ensuring
that “the nuclear warheads and bombs in the U.S. nuclear weapons stockpile are
safe, secure, and effective in order to provide the nation with a credible nuclear
deterrent.” 14 NNSA utilizes about 34,000 contractors and about 2,400 federal
employees to provide its services to the nation. 15
13F

14F

In presenting cost and performance information, departments and agencies must
serve multiple stakeholders simultaneously. Agencies may consist of several
subunits that administer several programs, and each subunit and program could
have its own group of stakeholders. For example, the National Institutes of Health
(NIH) is a component of HHS and is responsible for medical research. The
American public benefits from NIH’s research, and NIH alone is subject to the
jurisdiction of eight congressional committees and seven subcommittees. 16 Also,
over 300,000 researchers across the world have an interest in NIH’s funding. 17
Thus, the range of stakeholders and the manner in which they would like to see cost
information aligned could be diverse.
15F

16F

Existing Presentations Related to Cost, Budget, and Performance Information
in Government-wide and Agency Level Financial Reports
Despite the complexities, federal agencies have a responsibility to report on their
actions and FASAB provides concepts, standards, and other guidance for presenting
cost, budget, and performance information in annual federal financial reports.
Agencies establish systems and internal controls to prepare the reports in conformity
with FASAB requirements and the reports are subject to audit and other procedures
required by generally accepted government auditing standards (GAGAS).
Subjecting the financial information to audit and other GAGAS procedures enhances
user confidence in the reliability of the data presented in the annual financial reports
and other reports provided by the systems.
13

http://www.hhs.gov/about/ accessed July 30, 2012.
http://nnsa.energy.gov/ourmission/managingthestockpile accessed August 8, 2012.
15
Government Accountability Office, Modernizing the Nuclear Security Enterprise: Strategies and
Challenges in Sustaining Critical Skills in Federal and Contractor Workforces. GAO-12-468. April 2012.
p.2.
16
http://olpa.od.nih.gov/committees/ accessed July 30, 2012.
17
http://www.nih.gov/about/budget.htm accessed July 30, 2012.
14
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FASAB also requires various presentations in the reports due to differences in:


financing the government as a whole versus agencies;



measuring cost and budgetary information; and



measuring budgetary information for the government as a whole versus
agencies

FASAB requires reconciliations to help users understand the differences between
cost and budgetary measures, and FASAB permits flexibility in presenting cost
information so that management can report the information in a manner that is best
suited for their environment and the expectation of stakeholders. Table1: Financial
Report Components Regarding Cost, Budget, and Performance Information
summarizes the financial report components that present cost, budget, and
performance information for the government as a whole and for agencies.
In developing guidance, FASAB distinguishes between what information should be
presented for the government as a whole and what information should be presented
at the component entity or agency level. The reason for this distinction is the
differences in the source of financing. The government as a whole receives revenue
and borrows from the public, while agencies receive appropriations and other budget
authority to incur obligations. 18 Accordingly, FASAB requires different presentations
for government-wide and agency level financial reporting.
17F

In addition, FASAB requires cost, budget, and performance information to help meet
federal financial reporting objectives and the information needs of various potential
users. Consequently, FASAB requires various presentations to distinguish the
different perspectives and approaches required for measuring cost and budgetary
information. Cost is measured when economic events occur, and because of the
differences in financing sources, budgetary information is measured differently at the
government-wide versus agency levels. For government-wide budgetary reporting,
events are generally measured when cash is paid or received. However, at the
agency level events are measured when an obligation is incurred or a service is
ordered.
FASAB also requires reconciliations that clarify the relationships among the different
measurement approaches. For the government as a whole, FASAB requires a
reconciliation of net operating cost and unified budget deficit to help users
understand the differences between the accrual basis net costs and the cash basis
deficit. For agencies, FASAB requires a disclosure that presents information to help
18

SFFAS 24, Selected Standards for the Consolidated Financial Report of the U.S. Government, pars. 22
and 23.
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users understand how budgetary resources finance the cost of the agency and affect
its assets and liabilities. 19
18F

With respect to costs, FASAB requires financial reporting entities to prepare a SNC
to help users analyze how much of federal services were financed by taxpayers.
While the federal government provides a broad range of goods and services, most of
those goods and services are financed by taxes. The fundamental elements of the
SNC include:
1.
2.
3.
4.

gross cost of the goods and services provided at a price;
amount of related exchange revenue;
resulting shortfall, or net cost;
gross cost of the goods, services, transfers, and grants not provided at a
price;
5. costs that cannot be assigned to specific outputs or programs; and
6. exchange revenues that cannot be attributed to specific outputs or
programs. 20
19F

Financial reporting concepts and standards permit flexibility in classifying and
displaying costs in the SNC. Entities may classify costs by sub-organization
(responsibility segment), program, or the nature of the goods and services acquired
(object class). 21 Because of the range of goods and services agencies were
established to provide, their SNCs may appear to align costs with inherently
intangible items. For instance, the previously mentioned Department of State,
Environmental Protection Agency, and Department of Agriculture present the cost of
services that are broad in scope and it may be challenging to assess how they have
been achieved. Also, at the government-wide level, the Financial Report of the
United States Government includes a consolidated SNC. The statement categorizes
costs by significant entity.
20F

19

The Association of Government Accountants (AGA) Corporate Partner Advisory Group recently
recommended an additional reconciliation. Agencies compile and submit budgetary information to the
Department of the Treasury (Treasury) and they report this information in the audited statement of
budgetary resources (SBR). However, the Treasury generates the government-wide level budgetary
information independent of this process. Consequently, the AGA Corporate Partner Advisory Group
recommended a reconciliation of the two processes. The reconciliation would involve reconciling gross
receipt and outlay data in Treasury’s central accounting system with budgetary data reported in agency
SBRs. See AGA Corporate Partner Advisory Group Research Series, Government-wide Financial
Reporting, Report No. 31, July 2012 for additional information.
20
FASAB, Implementation Guide: Accounting for Revenue and Other Financing Sources, June 1996.
21
SFFAC 2, Entity and Display, par, 87.
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Table 1: Financial Report Components Regarding Cost, Budget, and Performance Information

Financial Report
Component

Government as a Whole

Agency

Management’s Discussion and
Analysis (MD&A

Integrates cost and budget
information and provides an analysis
of the information presented in the
report.

Integrates cost, budget, and
performance information; discusses
performance; and provides an
analysis of the information presented
in the report.

SNC – Presents the cost of
services financed by
taxpayers. Agencies
present net costs in different
ways, such as strategic goal,
sub-organization, or
program. See Appendix II:
Example Agency Statement
of Net Cost for an example
SNC which shows the cost
of the Nuclear Regulatory
Commission’s (NRC)
programs.

Financial Statements

Disclosures



Statement of Net Cost
(SNC) – Presents the cost of
services financed by
taxpayers. The government
as a whole presents net cost
of services by significant
entity, such as HHS, Social
Security Administration,
Department of Defense, etc.
See Appendix I: Example
Government-wide Statement
of Net Cost for an example
of the presentation.



Reconciliation of Net
Operating Cost and Unified
Budget Deficit – Presents
the differences between
accrual basis net operating
cost and the cash basis
unified budget deficit. See
Appendix III: Example
Reconciliation of Net
Operating Cost and Unified
Budget Deficit for an
example presentation.



Statement of Budgetary
Resources (SBR) - Presents
the budgetary resources
made available for
obligation; the status of
22
those resources; and
payments made to liquidate
obligations (outlays). See
Appendix IV: Example
Statement of Budgetary
Resources for an example
presentation.
21F



22

Schedule of Financing –
Shows how budgetary
resources obligated during
the period relate to net costs
See Appendix V: Example
Reconciliation of Cost and
Budgetary Information for an
example.

According to SFFAC 2, the status of budgetary resources consists of obligations incurred; the
unobligated balances of multi-year and no-year budget authority that are available; and the unobligated
balances of one-year and multi-year lapsed budget authority that are not available but have been carried
forward for various purposes.
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Recommendation for FASAB’s Next Steps
Recommendation: FASAB Should Revisit SFFAS 4
FASAB should revisit SFFAS 4 to help ensure that the guidance is updated to
support users of budget and performance information and provide cost information
that meets the expectations of financial information users. As part of the project,
FASAB should consider the following:
1. Recent changes in legislative and administrative directives with respect to
performance reporting;
2. Past implementation challenges related to linking cost, performance, and
budget information;
3. The need to advance the appropriate use of terminology and economic
measurement approaches regarding the use of resources and incurrence of
liabilities; and
4. Approaches for requiring supplementary information where the benefits of
providing the information will outweigh the costs of collecting and reporting
such information, given the complexities of federal agencies and the different
needs of stakeholders. Also, individual task force members provided
additional matters for FASAB to consider in proceeding with the project.
Changes in Legislation and Administrative Directives since the Issuance of SFFAS 4
FASAB should consider legislative and administrative directive changes that have
occurred since the issuance of SFFAS 4. For example, FASAB intended that
SFFAS 4 would support performance reporting; however, both Congress and OMB
have issued new requirements in this area. The new performance reporting
requirements discuss issues such as government-wide or cross-agency reporting,
which were not conceptually addressed in existing SFFAS 4 guidance. Considering
such changes would ensure that the concepts, terms, examples, wording, and
requirements remain appropriate for the current performance reporting environment.
Appendix VI: Key Aspects of SFFAS 4 and Recent Legislative and Administrative
Directives Regarding Performance Reporting discusses key requirements of SFFAS
4 and the recent legislative and administrative directives regarding performance
reporting.
Implementation Challenges
The recommended project should also consider challenges that reporting entities
have experienced in implementing the SFFAS 4 standards in the past. Task force
members were concerned that, although the requirements have been in effect for
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over 15 years, cost accounting is not being performed consistently throughout
various agencies and, in instances where cost accounting is performed, the standard
permits organizations to use different costing methodologies. If different agencies
are costing activities of the same nature differently, it makes it difficult to compare
those activities. Ultimately, agency management and stakeholders may not fully
realize some of the benefits that cost accounting could offer.
Also, in SFFAS 4, FASAB expressed that dividing agencies into responsibility
segments would provide “an accounting mechanism to capture data generated in
operations by various components of an organization in its existing structure” 23 and
would help in reporting on the cost of services that the segment delivers. 24
However, measuring the services that government agencies deliver may be
complicated because of the following:
2F

23F



the work performed may be esoteric, e.g., a physicist developing a theory; 25



some programs do not deliver a readily measurable product or service; 26 and



federal programs often take years to achieve the full scope of their goals. 27

24F

25F

26F

Some task force members noted that the challenges in implementing the standard
may also be attributed to the culture of managing to the budget rather than to full
costs. That is, managers tend to prioritize obligation rate and timing over managing
to and reporting on the full cost of goods and services, including both direct and
indirect costs. Also, program managers could be more familiar with referring to
funding in terms of budget authority as part of the federal budget formulation and
execution process. They typically consider the amount of funding for the program in
a congressional authorization and appropriation, when distributing funding to and
throughout the program, and in negotiating contracts or issuing grants.
Advancing Appropriate use of Terminology and Economic Measurement
Approaches
Uniform use of terms and related measurement approaches could help ensure that
financial data adequately meets the information expectations of multiple users.
Various financial terms are being used to help inform users on the amount of
resources consumed to provide services or liabilities incurred. While terms like
23

SFFAS 4, par. 190.
SFFAS 4, par. 82.
25
James Q. Wilson, Bureaucracy: What Government Agencies Do and Why They Do It, New York: Basic
Books, Inc. 1989, p. 159.
26
Government Accountability Office, Results-Oriented Government: GPRA Has Established a Solid
Foundation for Achieving Greater Results, GAO-04-38, March 2004, p.90.
27
Ibid, p. 88.
24
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cost, disbursement, expenditure, obligation, outlay, and spending are being used
interchangeably to represent consumption of resources and the incurrence of
liabilities, only disbursement, expenditure, and outlay are generally
interchangeable. 28 Users may not be aware that the terms have different meanings
and purposes and, consequently, they apply the same term to dissimilar approaches
to measuring economic events. If the differences are not adequately explained,
diverse measurement approaches could ultimately lead to confused users.
27F

Table 2: Terms Used to Report on Resources Consumed defines each term, cites
the definition source, and explains how related economic events would be
measured. Although the terms cost, expense, outlay, and obligation may be used
interchangeably, cost and expense are the only terms that refer to recording an
economic event when a resource is used or liability is incurred in providing goods
and services to the public. Also, recording a cost and an expense when a resource
is used or a liability is incurred reduces the risk of interperiod distortions caused by
delaying or accelerating the processing of transactions. 29 Additionally, the term
“spending” is a broad term that could refer to any of the other terms, depending on
the context. For example, spending could refer to cost if the user is seeking
information on the amount of resources consumed to provide national security.
However, spending could also refer to obligations if the user is seeking information
on the amount of contracts awarded or orders issued for materials and services that
could be used in the future.
28F

Table 2: Terms Used to Report on Resources Consumed
Term

Cost

Definition

Generally, the
term refers to an
economic event
that is recorded
when…

Defined in SFFAC No. 1, Objectives of Federal Financial Reporting
as the monetary value of resources used (para. 195). Defined more
specifically in SFFAS No. 4, Managerial Cost Accounting Concepts
and Standards for the Federal Government, as the monetary value
of resources used or sacrificed or liabilities incurred to achieve an
objective, such as to acquire or produce a good or to perform an
activity or service (page 105). Depending on the nature of the
transaction, cost may be charged to operations immediately, i.e.,
recognized as an expense of the period, or to an asset account for

a resource is used or
a liability incurred

28

Government Accountability Office, A Glossary of Terms Used in the Federal Budget Process,
Washington DC, September 2005.
29
Government Accountability Office, Managing the Cost of Government: Building an Effective Financial
Management Structure, GAO/AFMD-85-35-A, February 1985, p. 16.
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Term

Definition

Generally, the
term refers to an
economic event
that is recorded
when…

recognition as an expense of subsequent periods. In most contexts
within Accounting for Revenue and Other Financing Sources,
“cost” is used synonymously with expense.
Source: FASAB Handbook, Appendix E: Consolidated Glossary.
Disbursement

Amounts paid by federal agencies, by cash or cash equivalent,
during the fiscal year to liquidate government obligations.
“Disbursement” is used interchangeably with the term “outlay.” In
budgetary usage, gross disbursements represent the amount of
checks issued and cash or other payments made, less refunds
received. Net disbursements represent gross disbursements less
income collected and credited to the appropriation or fund account,
such as amounts received for goods and services provided.

cash is paid

Source: Government Accountability Office, A Glossary of Terms
Used in the Federal Budget Process, Washington DC, September
2005.
Expenditure

The actual spending of money; an outlay.

cash is paid

Source: Government Accountability Office, A Glossary of Terms
Used in the Federal Budget Process, Washington DC, September
2005.
Expense

Outflows or other using up of assets or incurrences of liabilities (or
a combination of both) during a period from providing goods,
rendering services, or carrying out other activities related to an
entity’s programs and missions, the benefits from which do not
extend beyond the present operating period.

a resource is used or
a liability incurred

Source: FASAB Handbook, Appendix E: Consolidated Glossary.
Obligation

A definite commitment that creates a legal liability of the
government for the payment of goods and services ordered or
received, or a legal duty on the part of the United States that could
mature into a legal liability by virtue of actions on the part of the
other party beyond the control of the United States. Payment may
be made immediately or in the future.

an order is issued or
contract awarded

Source: Government Accountability Office, A Glossary of Terms
Used in the Federal Budget Process, Washington DC, September
2005.
Outlay

The issuance of checks, disbursement of cash, or electronic
transfer of funds made to liquidate a federal obligation. An outlay
is not recorded for repayment of debt principal, disbursements to
the public by federal credit programs for direct loan obligations and
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Term

Definition

Generally, the
term refers to an
economic event
that is recorded
when…

loan guarantee commitments made in fiscal year 1992 or later,
disbursements from deposit funds, and refunds of receipts that
result from overpayments.
Source: Government Accountability Office, A Glossary of Terms
Used in the Federal Budget Process, Washington DC, September
2005.
Spending

Broad term whose meaning depends on the context. Can refer to
budget authority, i.e., direct spending. Also can refer to outlays
from budget authority, i.e. discretionary spending. Additionally, can
refer to expenses (outflows or other using up of assets or
incurrences of liabilities (or a combination of both) during a period.)

Depends on the
context.

FASAB has noted that “consistent and uniform use of terminology can help avoid
confusion and miscommunication among organizations and individuals.” 30 Also,
uniform terminology could help ensure that measurement approaches are applied
appropriately and facilitate analysis of cost trends within and among similar
programs. The FASAB Handbook of Accounting Standards and Other
Pronouncements, As Amended provides a glossary of terms to help with developing
consistent terminology within the federal government. It also requires a
reconciliation of cost to budgetary information to help users understand the
differences in how economic events are measured.
29F

FASAB should also consider developing disclosure guidance to help ensure that
users understand the terms and related measurement approach being used. For
example, in an electronic presentation, disclosures could include links to
explanations of the term and measurement approach. Also, to increase awareness
and use of existing tools, FASAB should offer training on: the different terms and
related economic event measurement approaches and the merits of the required
reconciliation.
Approaches to Supplementary Information
Some task force members believed that the project should consider approaches to
supplementary information to provide greater context and additional detail to
facilitate analyses. Under current FASAB standards, a reporting entity’s SNC should
30

SFFAS 4, par. 26.

Draft Summary of Task Force Discussions
October XX, 2012

Recommendation for FASAB’s Next Steps

22
____________________________________________________________________________________

provide a user with “an understanding of the net costs of each organization and each
program that the government supports with taxes and other unearned monies.” 31
However, users may seek cost information aligned or aggregated in a variety of
ways, e.g., by strategic goals, strategic objectives, program, or activity. Accordingly,
agencies may present cost information aggregated by strategic goals or programs;
major programs; products and services; lines of business; or offices, operating units,
branches, and divisions. 32
30F

31F

However, some aggregations of cost information in the SNC limit users’ ability to
perform analyses and gain an understanding of the costs of an agency and its
programs. In particular, SNCs typically present cost information at a highly
aggregated level. In addition, some of those cost alignments can be perceived as
ambiguous and subject to a range of interpretations. For example, some CFO Act
agencies report costs aligned by strategic goals. While the amount of resources
used to achieve goals, such as peace and security, may inform some discussions,
such intangibles can change over time and can have different meanings to different
users.
Providing supplementary information may help users understand the various
alignments being used, make comparisons, and perform other analyses. For
example, Appendix VII: Illustrative Presentations, presents the following potential
approaches to providing supplementary information, although these presentations
need not necessarily be delivered through agency financial statements:

31
32



Illustrative Presentation 1. This illustration acknowledges that a one-size-fitsall approach may not satisfy the diverse needs of various users. Thus, the
illustration provides users with disaggregated data so that they can perform
their own aggregations and analysis. It presents costs, obligations incurred,
and outlays by major program and object class. Also, it includes a column for
the “Adjustment for Accruals” and allows for references to explain the
difference between costs and outlays.



Illustrative Presentation 2. This illustration presents budgetary information
using plain English. It is primarily intended to help citizens understand federal
spending and shows what budgetary resources were available and how those
resources were obligated. It also provides categories to show the types of
federal funding recipients, e.g., for-profit organizations, individuals, and
governments, and how much each type received. Additionally, the illustration
shows how the agency issued the funds, e.g., contract, grant, and loan.

Statement of Federal Financial Accounting Concepts (SFFAC) 2, Entity and Display, par. 86.
Staff Managerial Cost Accounting Project Issue Paper for June 2010.
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Illustrative Presentation 3. This illustration presents obligations and outlays
by strategic goal and strategic objective.



Illustrative Presentation 4. This illustration presents costs, obligations, and
outlays by strategic goal, strategic objective, and program that contribute to
achieving the strategic objective.

The determination of whether to require supplementary information and which
approach should be recommended requires further study and evaluation.
Consequently, FASAB should study and evaluate:


what information is currently available in other reports and documents and in
what formats they are provided;



what information would be most useful for various stakeholders;



how the information would be used by agency managers; and



the estimated cost of collecting and presenting the information.

FASAB may also wish to consider a phased approach to implementing any new
requirements in standards or other guidance, where more aggregate approaches are
considered in the near-term (such as Illustrative Presentation 3), and additional
detail is considered for the longer-term (such as Illustrative Presentation 4).
Some task force members noted that agencies and the government as a whole
present additional data in other documents such as the annual Budget of the U.S.
Government (President’s Budget) and agency budget justifications. They noted that
fuller use of these documents should be promoted rather than requiring additional
data in financial reports. Requiring references or links would be one way of
promoting use of these documents. Furthermore, a richer understanding can be
gained by presenting both narrative (qualitative) and quantitative information.
Additional Considerations for Revisiting SFFAS 4
In determining how to conduct the project to revisit SFFAS 4, individual task force
members offered additional considerations which should be considered after
reviewing existing legal and current policy standards that have changed significantly
in recent years. Table 3: Additional Consideration presents the considerations,
including more specific requirements for agencies. 33
32F

33

The additional considerations are not listed in any particular order and some items could be combined.
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Table 3: Additional Considerations
Additional Considerations
a.

Focus on programs that involve tangible outputs and determine possible best practices as well as most
reasonable cost.

b.

Determine how entities could cost certain programs, especially those that involve several agencies, and
how one would cost activities or support functions, i.e. grant processing. Also, consider whether
agencies are achieving key stakeholders’ minimum needs for cost reporting. For instance, assess
whether agencies are able to compare their current performance with their past performance in the
context of costs. This could require reporting current and past performance and associated costs.

c.

Consider how entities could cost the strategic goals and strategic objectives without requiring
significant investments to do so. This could provide agency managers, Congress, and stakeholders
cost information useful for strategic decision making and performance management, without requiring
the detailed alignment of cost information and program outputs. As many strategic goals and
objectives cover the funding and effort invested over several years, this should include matching the
goal’s timeframe for achievement with the same number of years for which the costs have been
aggregated.

d.

Consider maximizing existing systems and data and maximize the potential of electronic reporting,
especially considering the current statutory requirements for machine-readable formats of performance
reporting.

e.

Consider the present environment when developing expectations for what the standard should achieve.
For instance, fully consider the complexities involved in performance measurement and the limited
resources that agencies may have available to commit to new requirements. Also, consider the level of
demand for cost information.

f.

Consider a requirement for agencies to report on their ability to conduct performance tracking and
reporting. There are generally, two types of performance information – that used for policy decisions
and that used during the year to manage programs. When reporting on goals, the agency could also
report on whether managers have appropriate and useful performance and cost data. Currently,
auditors report on whether agencies are complying with laws and the Federal Financial Management
34
Improvement Act of 1996 requires the CFO Act agencies to implement and maintain financial
management systems that comply substantially with federal accounting standards.
3F

Note that OMB policy currently requires agencies to report on their management reviews and to
address verification and validation of the agency’s performance information that is published. Agencies
are also required to identify where there are gaps in performance information. (OMB Circular A-11,
Part 6, Section 210)
g.

34

First identify and discuss the various uses for cost estimates. A major distinction should be made as to
what is needed for estimating past costs as distinct from future costs. For example, past costs are
used for accountability purposes and as a basis for making estimates of future costs. Estimating future
costs is considerably more difficult, particularly for options that differ considerably from options that are
similar to those for which historical cost are available. And of course, historical data are increasingly
uncertain for estimating costs the further out into the future are the cost estimates.

Public Law 104-208, div. A., sec. 101(f), title VIII Stat. 3009-389, September 30, 1996.
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Financial cost statements, such as those in budget documents, provide historical costs and may
provide the most recent previous year and sometimes showing one or more previous years as well.
Showing past years should be encouraged since this enables public officials to spot time trends.
It should be made clear that one size will not fit all programs or agencies. Cost estimation guidance will
need to have room for differences; both because of the particular use intended for the information and
the type of program/activity for which the cost estimates are being made. The cost estimation guidance
should identify such differences wherever possible and provide examples of how the cost estimating
procedures will differ. (Some examples are given in some of the items discussed below.)
Guidance is, of course, needed on the extent to which, and how, “overhead/indirect” costs should be
included (costs not directly associated with particular programs or activities). When is it sufficient to
consider only direct costs? When and how should overhead costs be allocated? On what basis should
such allocations be made?
For example, should certain overhead costs (such as an agency’s human resources or information
technology costs) be spread among programs by each program’s proportion of total agency programs
personnel (full- time equivalent employees) Should certain overhead activities be spread among
programs based on each program’s proportion of all the agency programs’ direct cost? Or should
some other, likely more complex, algorithm be used? Individual agencies are likely to be able to make
good cases for various alternatives depending on particular services.
If an overhead office does special work for a program that requires significant extra costs, procedures
should be put into place to charge the program or agency for that added cost.
If the issue involves comparing the relative costs of options for service delivery approaches with little
likelihood of directly affecting significantly these overhead costs, it may not be necessary to consider
overhead. This will likely be the case if the program for which the costs are being estimated is small.
However, if the cost estimates are being used to derive an overall cost of a collection of programs,
overhead allocations will likely be needed. This reflects the need to distinguish between situations in
which marginal costs are relevant.
The adequacy of the cost data quality was a theme many of the task force representatives raised.
Basic needed improvements should be identified and prioritized. For example, cost data will be
questionable for programs where many individual employees work on different projects and do not
keep time records, or are not careful in reporting their times to particular activities.
However, some of these problems can be tempered by accepting tolerable ranges of error in the cost
estimates. For many decisions in making choices, zero-error tolerance is not needed (and usually not
achievable). For some choices, for example, errors of plus or minus 10 percentage points may not
present a problem. This is particularly likely to be the case with estimates of future-year costs (and the
further out the estimates are for, the greater the uncertainly).
For budgeting and strategic planning use, significant cost implications beyond the budget year should
be identified. Guidance should be provided to agencies in making such estimates. Probably, sample
lists of cost elements for major types of programs should be provided to help assure that life-cycle
costs are considered. Costs that can be neglected include: (1) the need to replace periodically, or to
rehabilitate, capital stock; (2) the need to provide for adequate recurring maintenance of investment
items; (3) the timing of obsolescence and need for replacement cost; and (4) the costs of employee
turnover. Such costs are likely to be particularly important when public officials are considering a
variety of policy or program options.
For making decisions that have important out-year implications, clearly information should be included
that provides estimates of out-year implications for both costs and outcomes, at least for major
programs with substantial implications beyond the budget year. This would need to include
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assumptions for such factors as inflation and rising costs for workforce, healthcare, energy resources,
building materials, etc. (Such information might be provided by using hyperlinks.)
Similarly, it is important that information users are aware that the outcomes shown for a particular year
(such as those shown in the most recent budget), may well not be related to the costs for that year
because of lag times from when funds become available, when they are actually spent ,and when
outcomes can be expected to occur.
Some form of “sensitivity analysis” is desirable for some uses, to indicate the extent of uncertainty in
some cost (or outcome) estimates, particularly when the level of uncertainty is high. For example,
budget cost estimates for some programs are likely to be considerably affected by the size of the
incoming workload for the year. Cost estimates can be calculated for the range of assumptions as to
the likely size of the workload. (CBO, for example, has for some economic forecasts provided ranges
of estimates on important fiscal indicators.) Probabilities can also be estimated for each such
parameter. If an agency’s budget is based on a number of such uncertainties, probabilistic models
might be used to derive an overall most likely cost estimate. (CBO in the past has used “probabilistic
scoring” in order to provide one number to Congress.)
A key, and particularly difficult, cost analysis issue is the relation between costs and outcomes. It is
relatively easy to provide reasonable estimates of how much it costs to produce additional units of
output (or how much might be saved if output is cut back). However, the situation generally changes
radically in relating costs to outcomes. Considerably more work will be needed and it may at best
involve large uncertainties. For example, how much will it cost to get an additional 100 people
employed or to bring citizen satisfaction levels up five percentage points? For some intermediate
outcomes, such as response times, making such estimates will be relatively easy.
Clearly, strengthening cost estimation and analysis in the federal government, is a long-run continuing,
and probably never ending process. Some programs may have particularly intractable cost-estimating
problems, such as estimating the budgets needed for environmental cleanups (such as oil spills or
industrial underground contamination). The effort to improve cost estimation should seek to identify
those categories of programs where the most value is likely to be obtained from improved cost
estimates.
Even if nothing else is done, each agency, and each of its major programs, should be asked to report
on the quality of their cost data and identify plans to improve it.
h.

Consider requiring activity-based costing (ABC). FASAB has acknowledged that ABC encourages
35
management to evaluate the efficiency and cost-effectiveness of activities.
34F

35

i.

Study the work of other accounting standards-setters – government, private sector, and international regarding performance measurement and evaluate whether their results would provide a reasonable
model for the U.S. government.

j.

Recognize the desire of some stakeholders to perform their own analysis. Agencies cannot present
detailed authoritative information in a format that will satisfy the diverse needs of all stakeholders and
some stakeholders are interested in accessing the data underlying financial reports to perform their
own analyses. The data underlying financial reports has a level of reliability and accuracy, given the
internal controls used in preparing the reports and that the reports are subject to audit. Consequently,
FASAB could encourage agencies to provide reliable data to stakeholders to facilitate analyses. Also,
FASAB could help users understand the reliability and accuracy of the data underlying financial reports
by requiring agencies to: (1) state their formal financial reporting requirements; and (2) explain what
information is subject to audit and what data they are responsible for providing any stakeholder for their
analytical use.

SFFAS 4, par. 153.
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Appendices
The Appendices present the following examples of financial statements and other
financial report presentations discussed in the report and additional details of reporting
requirements:
Appendix I: Example Government-wide Statement of Net Cost – shows the elements
of the financial statement that presents net cost at the government-wide level. The
statement presents net cost by significant entity. (See p. 29)
Appendix II: Example Agency Statement of Net Cost – shows the elements of the
financial statement that presents net cost at the agency level. This agency, the NRC,
presents net cost by program. (See p. 30)
Appendix III: Example Reconciliation of Net Operating Cost and Unified Budget Deficit
– shows the elements of the government-wide level financial statement that helps
explain the difference between net operating cost and the unified budget deficit. (See
p. 31)
Appendix IV: Example Statement of Budgetary Resources – shows the elements of
an agency level financial statement that presents the status of the agency’s budgetary
resources. (See p. 32)
Appendix V: Example Reconciliation of Cost and Budgetary Information – presents
the elements of an agency level disclosure that helps explain the differences between
cost and budgetary information. (See p. 33)
Appendix VI: Key Aspects of SFFAS 4 and Recent Legislative and Administrative
Directives Regarding Performance Reporting. This appendix presents key
requirements of SFFAS 4, which helps support performance reporting, and recent
legislation and administrative directives regarding performance reporting. (See p. 34)
Appendix VII: Illustrative Presentations – presents illustrative schedules that could
accompany financial statements. (See p. 36)
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Appendix I: Example Government-wide Statement of Net Cost
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Appendix II: Example Agency Statement of Net Cost
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Appendix III: Example Reconciliation of Net Operating Cost and Unified
Budget DeficitBudget Deficit
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Appendix IV: Example Statement of Budgetary Resources
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Appendix V: Example Reconciliation of Cost and Budgetary Information
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Appendix VI: Key Aspects of SFFAS 4 and Recent Legislative and
Administrative Directives Regarding Performance Reporting
In the mid-1990s, FASAB noted that users of financial information began placing
more emphasis on the cost of programs, products, and activities. Also, the Chief
Financial Officers Act of 1990 and the Government Performance and Results Act of
1993 required agencies to provide cost information. Accordingly, FASAB developed
SFFAS 4 which requires reporting entities to perform the following:







accumulate and report the cost of its activities on a regular basis;
define and establish responsibility segments (to measure and report the costs
of each segment’s outputs);
report the full costs of outputs in general purpose financial reports;
incorporate the full cost of goods and services that it receives from other
entities;
accumulate costs by type of resource; and
assign costs by using the following methods listed in the order of preference:
(a) directly tracing costs wherever feasible and economically practicable, (b)
assigning costs on a cause-and-effect basis, or (c) allocating costs on a
reasonable and consistent basis. 36
35F

Since FASAB issuance of these requirements, there have been changes in
legislative and administrative directive requirements. Most recently, Congress
passed the GPRA Modernization Act of 2010. The Comptroller General of the United
States noted that the Act:







36

Adopts a more coordinated and crosscutting approach to achieving common
goals.
Addresses weaknesses in major management functions.
Ensures that performance information is useful and used in making
decisions.
Instills sustained leadership commitment and accountability for achieving
results.
Engages Congress in identifying management and performance issues that
should be addressed.
Requires OMB, in coordination with agencies, to develop long-term,
outcome-oriented goals for a limited number of crosscutting policy areas and,
on an annual basis provide information on how these crosscutting goals will
be achieved.

SFFAS 4, Managerial Cost Accounting Concepts and Standards.
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Requires disclosure of information on the accuracy and validity of agency
performance data, quarterly reporting of priority goals, and the posting of
information on a government-wide website. 37
36F

Accordingly, OMB issued new guidance for performance reporting. The guidance
includes new definitions, processes, and reporting requirements. Also, the guidance
establishes new roles for agency leaders. Some key aspects of the guidance
include:


Creation of Annual Performance Plans to communicate the agency’s goals
and objectives with other elements of the agency budget request. The plan
describes how the goals will be achieved, identifies priorities among the goals
and explains how the agency will monitor progress.



Timelines for publication of Strategic Plans and new Agency Priority Goals in
February 2014.



Promotes increased use of performance information and evidence through
reviews. Agency heads and OMB plan to review agency strategic objectives
and will consider qualitative and quantitative evidence.



Provides for development of a central website (Performance.gov) that will
make performance information available to the public.



Establishes a Federal Program Inventory as a central program list that has
the potential to facilitate coordination across programs by making it easier to
find programs that can contribute to a shared goal as well as improve public
understanding about what federal programs currently operate and how
programs link to budget, performance, and other information. 38
37F

37

Gene L. Dodaro, GPRA Modernization Act Implementation Provides Important Opportunities to
Address Government Challenges, AABPA Spring 2011 Symposium, Washington DC, May 11, 2011.
38
See OMB Circular A-11.
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Appendix VII: Illustrative Presentations
Illustrative Presentation: 1 Major Program and Object Class
Major*
Program

Program
ABC

Category**

A
Amount
Obligated
FY 2012

B
Outlays
FY 2012

C
Adjustment
for Accruals
FT 2012
(Including
footnotes to
explain
adjustments)

Cost
Incurred FY
2012
(Columns
B+C)

Personnel
Compensation
& Benefits

XX

XX

XX

XX

XX

Contractual
Services

XX

XX

XX

XX

XX

Acquisition of
Assets

XX

XX

XX

XX

XX

Grant and
Fixed
Charges

XX

XX

XX

XX

XX

Other

XX

XX

XX

XX

XX

(XX)

(XX)

(XX)

(XX)

(XX)

XX

XX

XX

XX

XX

Personnel
Compensation
& Benefits

XX

XX

XX

XX

XX

Contractual
Services

XX

XX

XX

XX

XX

Acquisition of
Assets

XX

XX

XX

XX

XX

Grant and
Fixed
Charges

XX

XX

XX

XX

XX

Earned
Revenue (e.g.
Fees)
Subtotal
Program
ABC
Program
XYZ

Costs
Incurred FY
2011
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Major*
Program

Category**

Costs
Incurred FY
2011

A
Amount
Obligated
FY 2012

XX

XX

XX

C
Adjustment
for Accruals
FT 2012
(Including
footnotes to
explain
adjustments)
XX

(XX)

(XX)

(XX)

(XX)

(XX)

XX

XX

XX

XX

XX

XX

XX

XX

XX

XX

(XX)

(XX)

(XX)

(XX)

(XX)

Net Major
Programs

XX

XX

XX

XX

XX

Net Other
Programs

XX

XX

XX

XX

XX

Net All
Programs

XX

XX

XX

XX

XX

Other
Earned
Revenue
Subtotal
Program
XYZ
Total Major
Programs

All Categories
except earned
revenues
Earned
revenues

B
Outlays
FY 2012

Cost
Incurred FY
2012
(Columns
B+C)

XX

*An entity would present top or major programs. Guidance would need to be developed to help agencies
determine which programs would be considered major for reporting purposes.
**A complete listing and description of budget object class codes (BOC) is provided in OMB Circular A-11
section 83.6. Also, research would be needed to determine an appropriate description for the “Earned
Revenues” line item. A term would need to be identified to appropriately describe amounts presented in
the accrual and budgetary columns. Earned Revenues only applies to the accrual amounts presented in
the “Cost” columns.
Also, explanations would be needed for the terms used in the column headings. The explanations would
help users understand why there would be different amounts for costs, obligations, and outlays.
Some expressed concerns that the value of providing the information displayed in Illustration #1 needs to
be weighed against the effort of collecting, aggregating, and producing this additional information with
financial statements. It will be important to consider the relative value of the different illustrations from the
view of public and stakeholder interests.
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Illustrative Presentation: 2

FY 20XX
What Money is Available to Spend?
Total Resources
Less Amount Available but Not Agreed to be Spent
Less Amount Not Available to be Spent
Total Amounts Agreed to be Spent

FY 20XX

$X,XXX,XXX $X,XXX,XXX
$XX,XXX
$XX,XXX
$X,XXX
$XXX
$X,XXX,XXX
$XXX,XXX

How was the Money Spent?
Category ABC*
Personnel Compensation & Benefits
Contractual Services
Acquisition of Assets
Other
Category XYZ*
Personnel Compensation & Benefits
Grant and Fixed Charges
Other
Total Spending
Amounts Remaining to be Spent
Total Amounts Agreed to be Spent

$XXX,XXX
$XXX,XXX
$XX,XXX
$XX,XXX

$XXX,XXX
$XXX,XXX
$XX,XXX
$XX,XXX

$XXX,XXX
$XX,XXX
$XX,XXX
$XXX,XXX
$XX,XXX
$X,XXX,XXX

$XXX,XXX
$XX,XXX
$XX,XXX
$XXX,XXX
$XX,XXX
$XXX,XXX

Who did the Money go to?
For Profit
Government
Higher Education
Individuals
Not-For-Profits
Other
Total Amounts Agreed to be Spent

$XXX,XXX
$XXX,XXX
$XX,XXX
$XXX,XXX
$XX,XXX
$XX,XXX
$X,XXX,XXX

$XXX,XXX
$XXX,XXX
$XX,XXX
$XXX,XXX
$XX,XXX
$XX,XXX
$XXX,XXX

$XXX,XXX
$XXX,XXX

$XXX,XXX
$XXX,XXX

How was the Money Issued?
Non-Financial Assistance Direct Payments
Contracts
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Grants
Loans and Guarantees
Financial Assistance Direct Payments
Other Financial Assistance
Insurance
Interest and Dividends
Other Payment Types
Total Amounts Agreed to be Spent

$XXX,XXX
$XX,XXX
$XXX,XXX
$XX,XXX
$XX,XXX
$XX,XXX
$XX,XXX
$X,XXX,XXX

$XXX,XXX
$XX,XXX
$XXX,XXX
$XX,XXX
$XX,XXX
$XX,XXX
$XX,XXX
$XXX,XXX

* The BOC codes should be presented in categories that are meaningful for the entity (e.g. by Strategic
Goal, Program, Appropriations, Sub-agencies or grouping of Sub-agencies, etc.)
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Illustrative Presentation: 3 (potential near-term implementation)
Strategic
Goal

Strategic
Goal 1

Strategic
Objective

Amount
Obligated
FY 2012

Outlays
FY 2012

Strategic
Objective 1

XX

XX

Strategic
Objective 2

XX

XX

Strategic
Objective 3

XX

XX

Strategic
Objective 4

XX

XX

XX

XX

Strategic
Objective 1

XX

XX

Strategic
Objective 2

XX

XX

Strategic
Objective 3

XX

XX

Strategic
Objective 4

XX

XX

Subtotal
Strategic
Goal 2

XX

XX

Total All
Goals

XX

XX

Subtotal
Strategic
Goal 1
Strategic
Goal 2
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Illustrative Presentation: 4 (potential long-term implementation)
Strategic
Goal

Strategic
Goal 1

Strategic
Objective

Strategic
Objective 1

Program

Costs
Incurred FY
2012

Amount
Obligated FY
2012

Outlays
FY 2012

Program A
XX

XX

XX

XX

XX

XX

XX

XX

XX

XX

XX

XX

XX

XX

XX

XX

XX

XX

XX

XX

XX

XX

XX

XX

XX

XX

XX

XX

XX

XX

XX

XX

XX

XX

XX

XX

Subtotal
Strategic
Goal 2

XX

XX

XX

Total All
Goals

XX

XX

XX

Program B
Strategic
Objective 2

Program A

Strategic
Objective 3

Program C

Strategic
Objective 4

Program D

Program B
Subtotal
Strategic
Goal 1
Strategic
Goal 2

Strategic
Objective 1

Program E

Strategic
Objective 2

Program F

Program B
Strategic
Objective 3

Program G

Program H
Strategic
Objective 4

Program I
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