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August 16, 2012 
 
Memorandum 
 
To: Members of the Board 
 
From:  Julia E. Ranagan, Assistant Director 
 
 Monica R. Valentine, Assistant Director 
 
Through: Wendy M. Payne, Executive Director 
 
Subject: Risk Assumed – Tab E1 
 
 


MEETING OBJECTIVES  


To obtain member’s views on the issues presented in this memo so that staff can begin 
addressing these issues in a timely manner. 
 
BRIEFING MATERIAL 


 Staff Memo 
 Attachments (Recommended Reading for Context and More Information) 


o Attachment 1 – Excerpts from Agency Financial Reports 
o Attachment 2 – Excerpts from the Financial Report of the U.S. Government 
o Attachment 3 – Examples of Disclosures in Foreign Federal Financial Statements 
o Attachment 4 – Office of Management and Budget (OMB) Schedule of Spending 


Guidance 


 Appendices (Optional Reading for Reference and More Information) 
o Appendix 1 – FASAB Standards on Contingencies 
o Appendix 2 – FASAB Standards on Insurance and Guarantees 
o Appendix 3 – May 9, 2012 Meeting on Commitments and Obligations 
o Appendix 4 – June 12, 2012 Meeting on Insurance and Guarantees 


                                            
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. 
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BACKGROUND 


The risk assumed project is taking a broad look at all types of transactions and events 
that may result in future outflows as a result of the federal government’s mission, 
operations, and current or past actions. Staff held its first two task force meetings on 
two explicit groupings of risk assumed: (1) commitments and obligations, including 
contracts, grants, and treaties on May 9, 2012, and (2) insurance and guarantees on 
June 12, 2012.  As a result of those meetings and related research, staff has identified 
several issues that it would like to discuss with the board that are detailed in the staff 
analysis and recommendation section that follows. 
 
Member feedback on the issues presented will direct staff on the next steps to take in 
the project. 
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STAFF ANALYSIS AND RECOMMENDATIONS 


 
1:  CURRENT RISK ASSUMED REPORTING – Current risk assumed reporting 


on insurance and guarantees is inconsistent and, in some cases, 
duplicative 


 
Statement of Federal Financial Accounting Standards (SFFAS) 5, Accounting for 
Liabilities of the Federal Government, contains standards for liabilities of the 
federal government, including (1) contingencies and (2) insurance and guarantee 
programs other than social insurance and loan guarantees.2  
 
 
 
 
 
 
 
 
 
 
SFFAS 5 requires insurance and guarantee programs, other than social 
insurance and loan guarantees, to: 
 


a) recognize a liability for unpaid claims incurred, resulting from insured 
events that have occurred as of the reporting date.  This liability is to 
include items that are known with certainty, items that have been incurred 
but not yet reported (IBNR), and an accrual for contingent liabilities that 
are probable and measurable.  Life insurance programs are to recognize a 
liability for future policy benefits (a liability to current policyholders that 
relates to insured events, such as death or disability) in addition to the 
liability for unpaid claims incurred (SFFAS 5, par. 104); and, 
 


b) disclose the amount of additional risk assumed—beyond that which is 
already recognized as a liability—in required supplementary information 
(RSI).  The standard does not define risk assumed but states that it is 
generally measured by the present value of unpaid expected losses net of 
associated premiums, based on the risk inherent in the insurance or 
guarantee coverage in force. (SFFAS 5, Par. 105) 


 


                                            
2 Accounting and reporting for social insurance is addressed primarily in SFFAS 17, Accounting for Social 
Insurance, and SFFAS 37, Social Insurance: Additional Requirements for Management’s Discussion and 
Analysis and Basic Financial Statements. Accounting and reporting for all federal loan guarantee 
programs is addressed in SFFAS 2, Accounting for Direct Loans and Loan Guarantees. 


Optional Reading for Context 
 


• Appendix 1 – FASAB Standards on Contingencies at pages A159 through A162 
for an excerpt of the contingencies standards from SFFAS 5, paragraphs (pars.) 
35 – 42, and the basis for conclusions (BfC), pars. 144 – 147.   


• Appendix 2 – FASAB Standards on Insurance and Guarantees at pages A163 
through A177 for an excerpt of the insurance and guarantee standards from 
SFFAS 5, pars. 97 – 121, and the BfC, pars. 185 – 193). 



http://www.fasab.gov/pdffiles/handbook_sffas_17.pdf�

http://www.fasab.gov/pdffiles/handbook_sffas_17.pdf�

http://www.fasab.gov/pdffiles/handbook_sffas_37.pdf�

http://www.fasab.gov/pdffiles/handbook_sffas_37.pdf�

http://www.fasab.gov/pdffiles/handbook_sffas_2.pdf�
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Two of the federal government’s largest insurers—the Pension Benefit Guaranty 
Corporation (PBGC) and the Federal Deposit Insurance Corporation (FDIC)—
prepare financial statements using principles issued by the Financial Accounting 
Standards Board (FASB).  SFFAS 34, The Hierarchy of Generally Accepted 
Accounting Principles, Including the Application of Standards Issued by the 
Financial Accounting Standards Board, par. 9, permits this practice, stating that 
“general purpose financial reports prepared in conformity with accounting 
standards issued by the FASB also may be regarded as in conformity with GAAP 
for those entities that have in the past issued such reports.” 
 
FASB’s Accounting Standard Codification© (ASC), Sections 450-20–Loss 
Contingencies, and 944-40–Claim Costs and Liabilities for Future Policy Benefits, 
provide standards for recognizing and disclosing loss contingencies, including 
the risk of loss from catastrophes assumed by property and casualty insurance 
entities.3  PBGC and FDIC apply ASC© 450-20 by recognizing probable and 
measurable losses as liabilities and disclosing information about reasonably 
possible losses in the notes to the financial statements. 
 
SFFAS 5, par. 106, provides additional disclosures for insurance and guarantee 
programs administered by government corporations, specifically stating “when 
financial information pursuant to FASB’s standards on federal insurance and 
guarantee programs conducted by government corporations is incorporated in 
general purpose financial reports of a larger federal reporting entity, the entity 
should report as RSI what amounts and periodic change in those amounts would 
be reported under the ‘risk assumed’ approach referred to in [par. 105]. In other 
words, in addition to the liability for unpaid claims from insured events that have 
already occurred (including any contingent liability that meets criteria for 
recognition), such reporting entities should also report as RSI risk assumed 
information.” 
 
As discussed further in the second issue of this memo (beginning on page 12), 
par. 106 of SFFAS 5, in effect, requires larger federal agencies to report 
information that is reported as a note disclosure in the general purpose financial 
report of a government corporation as RSI when consolidating the information.  
This practice has resulted in inconsistent and, in some cases, duplicative 
reporting, as detailed on the pages that follow. 


                                            
3 Accounting and reporting of contingencies related to the risk of loss that is assumed by a property and 
casualty insurance entity or reinsurance entity when it issues an insurance policy covering risk of loss 
from catastrophes is more specifically addressed in ASC© 944-40; however, entities most often reference 
ASC© 450-20 as the source of guidance for its loss contingencies note. FASB has a current project on 
insurance contracts to improve, simplify, and converge the financial reporting requirements for insurance 
contracts. 
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As part of a review of agency financial reports and the consolidated financial 
report of the U.S. Government (CFR), staff noted the following examples of 
inconsistency: 
 
 PBGC risk assumed information is reported in the CFR in more than one 


place (reasonably possible contingencies note and risk assumed RSI) 
 


Excerpt from Risk Assumed reported in CFR as RSI 


 
 


Excerpt from Note 22: Contingencies reported in CFR 


 


Recommended Reading for More Information 
 


• Attachment 1 – Excerpts from Agency Financial Reports beginning on page A3 
for excerpts of contingency and risk assumed reporting in agency financial 
reports.   


• Attachment 2 – Excerpts from the Financial Report of the U.S. Government 
beginning on page A99 for excerpts of contingency and risk assumed reporting 
in the CFR. 
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 FDIC risk assumed-type information is reported in two places in the 
CFR’s contingencies note, but nothing is reported for FDIC under risk 
assumed in the CFR’s RSI. 


 
Excerpt from Note 22: Contingencies reported in CFR 


 


 
 


Excerpt from Risk Assumed reported in CFR as RSI 


 
(Note: nothing is reported for FDIC) 
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 National Credit Union Administration (NCUA) risk assumed information 
only reports total insurance in force of $795.3 billion and the same 
contingency amounts that are reported in Note 7: Insurance and 
Guarantee Program Liabilities for the Share Insurance Fund (SIF). 


Excerpt from Note 7: Other Liabilities reported in NCUA’s Annual Report 


 


Excerpt from RSI reported in NCUA’s Annual Report  


 


Insurance 
in Force 







Tab E – Risk Assumed Staff Analysis and Recommendations 
 


   


 Tab E – Risk Assumed, Staff Memo Page 8 


 NCUA risk assumed information reported in the CFR is made up of the 
reserve amounts in NCUA’s SIF and Stabilization Fund as of September 
30.  The reserve amounts as of December 31 are reported as liabilities in 
NCUA’s financial statements. 


 
Excerpt from Risk Assumed reported in CFR as RSI 


 
 


Excerpt from support from NCUA for the amounts reported to Treasury for the CFR4 
 


Fund as of 9/30/11 
(in millions) 


 


Share Insurance Fund Reserves $    998.5  
Stabilization Fund Reserves 6,365.5  


Total Reserves $7,364.0 ≈   $7.4 billion 
 


The total amount reported as risk assumed and insurance and guarantee 
program liabilities for NCUA in the CFR as of September 30, 2011, was $7.4 
billion. 


 
Reserve amounts from NCUA’s SIF and Stabilization Fund Published Financial Statements 


 
Fund as of 12/30/11 


(in millions) 
Share Insurance Fund Reserves $    606.6 
Stabilization Fund Reserves 2,944.2 


Total Reserves $3,550.8 


                                            
4 Per NCUA supporting documents FASAB staff received from Treasury’s Financial Management Service 
on August 7, 2012. 
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The total amount reported as risk assumed and insurance and guarantee 
program liabilities in NCUA’s published financial statements for the Share 
Insurance Fund and Stabilization Fund as of December 31, 2011, was $3.5 
billion.  The significant difference in the reserve balance between September 30, 
2011, and December 31, 2011, of $3.8 billion or 52%, is due to program changes 
within the Stabilization Fund that apparently occurred during that timeframe. 


 
 Farm Credit System Insurance Corporation (FCSIC) does not disclose an 


amount for reasonably possible in its financial report. 
 
While FCSIC is required to maintain a reserve of two percent of outstanding 
insured obligations, includes a detailed discussion of risk management in its 
annual report, and discloses the total amount of insured obligations ($184.2 
billion) in Note 1: Insurance Fund – Statutory Framework, the extent of FCSIC’s 
reporting of estimated insurance obligations is that management is not aware of 
any probable insurance payments to be made in the future.  This disclosure is 
made in its summary of significant accounting policies note (see below).  There is 
no discussion of reasonably possible insurance payments to be made in the 
future, or whether the reserve of two percent of insured obligations is believed to 
be sufficient to cover those payments.  
 
  Excerpt from FCSIC’s Note 2: Summary of Significant Accounting Policies 
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 Export-Import Bank provides export-credit insurance to exporters but there 
is no risk assumed information reported as RSI in its annual report or the 
CFR.5 
 
Export-Import Bank’s Export Credit Insurance Program helps U.S. exporters sell 
their goods overseas by protecting them against the risk of foreign-buyer or other 
foreign-debtor default for political or commercial reasons, allowing them to 
extend credit to their international customers. Insurance policies may apply to 
shipments to one buyer or many buyers, insure comprehensive (commercial and 
political) credit risks or only political risks, and cover short-term or medium-term 
sales.  Export-Import Bank reported $9.3 billion in outstanding insurance at the 
end of fiscal year 2011. 
 
Export-Import Bank’s Annual Report contains extensive reporting on its loans, 
guarantees, and insurance in its management’s discussion & analysis (MD&A) 
and notes to the financial statements, including schedules of authorized loans, 
guarantees, and insurance; risk of foreign currency fluctuation; repayment risk; 
concentration risk; operational risk; organizational risk; and interest risk, but it 
does not report “risk assumed” in RSI in conformance with the guidance in 
SFFAS 5.  There is no information reported in the CFR on export insurance. 


 
Staff Recommendation 


 
The risk assumed project was initially undertaken to determine what additional 
information should be reported by the federal government about the significant 
risks it assumes beyond what is currently required for insurance and guarantee 
programs. However, as a result of the inconsistent and, in some cases, 
duplicative reporting of risk assumed information for insurance and guarantee 
programs, which is already required, staff believes it would be appropriate to 
revisit the current standards on risk assumed for insurance and guarantee 
programs in a more timely manner.  Therefore, staff recommends that it begin 
drafting revised guidance for insurance and guarantee programs to clarify current 
reporting requirements and not wait until a comprehensive standard on reporting 
for all risks assumed is developed.  Staff would utilize the insurance and 
guarantee task force members to develop recommendations and proposed 
options that would be presented to members for consideration at a future board 
meeting.  Staff would continue researching other risks assumed by the federal 
government while developing revised standards for insurance and guarantee 
programs. 


 
 
 
 


                                            
5 Source: Export-Import Bank 2011 Annual Report; available online at http://www.exim.gov/about/reports/ar/; 
last accessed June 4, 2012. 



http://www.exim.gov/about/reports/ar/�
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Question 1 
 


Does the board approve the staff recommendation to begin developing 
revised standards for insurance and guarantee programs to address the 


inconsistent and duplicative reporting in a more timely manner (i.e., as the 
first phase of the overall project)?  


 
(Note: Members are not being asked what the revised standards should 


look like at this point; this is a preliminary poll of the board to determine if 
members desire more timely results in the area of risk assumed reporting 


for insurance and guarantee programs to address the inconsistent and 
duplicative reporting that currently exists.  The majority view of the board 
in response to this first question will direct staff how soon to return to the 
board with recommendations and proposed options for reporting on risks 


assumed by insurance and guarantee programs.)  
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2:  CURRENT STANDARDS – Existing FASAB standards on risk assumed 
overlap standards for contingency reporting.   


 
Members of the federal financial management community have expressed 
concern over what they perceive as a lack of clarity between FASAB standards 
on contingent liabilities and risks assumed for federal insurance and guarantee 
programs, most recently at the task force meetings on commitments and 
obligations and insurance and guarantees (see Appendices 3 and 4, beginning 
on pages A178 and A199 respectively, for the minutes from those meetings).  
Based on a review of current reporting, existing standards, and input from federal 
preparers and auditors, staff believes that FASAB standards on risk assumed do 
fail to adequately differentiate between contingencies and risk assumed for the 
various insurance and guarantee programs, leading to the inconsistent and, at 
times, duplicative reporting documented in the first issue on pages 3 through 11. 
 
Contingency Standards 
 
SFFAS 5, pars. 35 through 42, contain FASAB’s standards on contingencies. 
 
SFFAS 5, par. 38, requires that a contingent liability be recognized when (1) a 
past event or exchange transaction has occurred, (2) a future outflow or other 
sacrifice of resources is probable, and (3) the future outflow or other sacrifice of 
resources is measurable.  Par. 39 states that the specific liability may be a 
specific amount or a range of amounts.  If some amount within the range is a 
better estimate than any other amount within the range, that amount is 
recognized.  If no amount within the range is a better estimate than any other 
amount, the minimum amount in the range is recognized and the range and a 
description of the nature of the contingency should be disclosed. 
 
SFFAS 5, par. 40 requires that a contingent liability should be disclosed if any of 
the three conditions for liability recognition listed above are not met and there is 
at least a reasonable possibility that a loss or an additional loss may have been 
incurred.  Par. 41 states that the disclosure for contingent liabilities that are 
reasonably possible should include the nature of the contingency and an 
estimate of the possible liability, an estimate of the range of the possible liability, 
or a statement that such an estimate cannot be made. 
 
SFFAS 5, par. 42 notes that contingencies classified as remote need not be 
reported in general purpose federal financial reports, though law may require 
such disclosures in special purpose reports.  Par. 42 further states that if 
information about remote contingencies or related to remote contingencies is 
included in general purpose federal financial reports (e.g., the total face amount 
of insurance and guarantees in force), it should be labeled in such a way to avoid 
the misleading inference that there is more than a remote chance of loss of that 
amount. 
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The BfC for SFFAS 5, pars. 144 – 146, discuss the board’s decision about the 
amount to be recognized in par. 39.  Par. 144 notes that a majority of 
respondents preferred that the “expected value” be recognized as a liability 
instead of the minimum amount.  However, par. 145 states that the board “noted 
that it would be difficult to use ‘expected value’ to pinpoint an estimate within a 
range.  The expected value method would assign a probability percentage to 
each of the numbers within the range, but these probabilities would usually be 
difficult to estimate.” Par. 146 states that “the majority of the Board preferred the 
minimum amount because of established use in other accounting standards.” 
 
Risk Assumed Standards 
 
SFFAS 5, pars. 105 through 114, contain the bulk of FASAB’s standards on risk 
assumed. 
 
SFFAS 5, par. 105 states that risk assumed information is important for all 
federal insurance and guarantee programs (except social insurance, life 
insurance and loan guarantee programs) and is generally measured by the 
present value of unpaid expected losses net of associated premiums, 
based on the risk inherent in the insurance or guarantee coverage in force.  
 
As noted in the first issue of this staff memo (see page 4), SFFAS 5, par. 106 
requires general purpose financial reports of a larger federal reporting entity to 
report financial information pursuant to FASB’s standards on federal 
insurance and guarantee programs conducted by government corporations 
as RSI. This means that information that is currently being reported as a note 
disclosure in the general purpose financial report of a government corporation is 
required to be reported as RSI when the information is consolidated into the 
general purpose financial report of a larger federal reporting entity. 
 
Par. 111 explains that insurance programs are ongoing and may be viewed as 
having long-term characteristics. Thus, from a broader, longer-term perspective, 
the liability to be recognized, and the amount to be reported as risk assumed in 
supplementary information, may be conceptually different and materially different 
from each other. From the broader perspective, risk assumed would be a 
longer-term measure and a probabilistic estimate of future costs of these 
programs. 
 
The BfC for SFFAS 5, pars. 189 and 190 further explains the board’s intent for 
reporting risk assumed.  The board noted that they considered two measurement 
perspectives for reporting risk assumed and decided that the risk assumed 
amount should be a broader and longer-term measure of the government’s 
potential cost for on-going insurance programs beyond the cost of coverage 
outstanding during the reporting year. The board noted that this approach to 
risk assumed could be regarded as an indicator of the “fair” or “full cost” 
premium that should be charged if taxpayers are not to subsidize the 
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program. This measure would be a probabilistic estimate of the expected cost 
under certain assumed economic factors.6  
 
Contingencies versus risk assumed 
 
Insurance and guarantee coverage in effect as of the reporting date results in an 
obligation to provide assets or services to another entity in the future, but there is 
uncertainty about the possibility of loss; the uncertainty will ultimately be resolved 
when one or more future events occur or fail to occur.  Therefore, staff believes 
that all future claims for insurance and guarantee coverage in effect as of the 
reporting date are contingent upon a future event that is probable, reasonably 
possible, or remote. 
 


Where the two standards are in agreement: 
 
If the contingent liability is probable and measurable, FASAB standards 
on contingencies require that the liability be recognized.  FASAB 
standards on insurance and guarantees also require that a probable and 
measurable contingent liability be recognized. 
 
Where the two standards are not in agreement: 
 
If the contingent liability is reasonably possible and measurable, FASAB 
standards on contingencies require that the reasonably possible liability 
be disclosed in a note to the basic financial statements.  Such disclosure 
should include the nature of the contingency and an estimate of the 
possible liability, an estimate of the range of the possible liability, or a 
statement that such an estimate cannot be made.  FASAB standards on 
insurance and guarantees require that reasonably possible 
contingencies be reported as risk assumed in RSI (although the terms 
“contingencies” and reasonably possible are not used in the standards 
on risk assumed) through reporting of the present value of unpaid 
expected losses net of associated premiums using a probabilistic 
estimate. 
 
If the contingent liability is remote, FASAB standards on contingencies 
states that the contingency need not be reported in general purpose 
federal financial reports, and if it is, it should be labeled in such a way to 
avoid the misleading inference that there is more than a remote chance 
of loss of that amount.  FASAB standards on insurance and guarantees, 
as further described in the BfC, require that remote contingencies be 
reported as risk assumed in RSI (although the terms “contingencies” and 
remote are not used in the standards on risk assumed) through reporting 


                                            
6 A probabilistic method of estimation uses assumed economic factors to generate a range of estimates 
and their associated probabilities. 
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of the present value of unpaid expected losses net of associated 
premiums using a probabilistic estimate. 
 
In addition, estimates of reasonably possible insurance losses that are 
reported in the notes to the financial statements in general purpose 
federal financial reports of government corporations are currently 
required to be reported as RSI when consolidated into the general 
purpose federal financial report of a larger reporting entity. 


 
Ignoring measurement differences, Diagram 1 below illustrates the potential for 
overlap in reporting reasonably possible contingent liabilities and risk assumed: 
 
 
 


 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
In summary, contingent liabilities are required to be reported in basic 
information—either recognized as a liability in the financial statements, if 
probable and measurable, or disclosed in a note to the basic financial statements 
if probable and not measurable, or reasonably possible.  Risk assumed 
information is required to be reported as RSI, a lower reporting category for 
communicating important information.  Therefore, staff believes it may be more 
appropriate for some reasonably possible insurance and guarantee payments to 
be disclosed in the notes to the financial statements with reporting on other 
contingencies, rather than in RSI. 
 


Diagram 1: Potential Overlap in Standards on Contingencies and Risk Assumed 


Recognition 


No 
Disclosure 


Note 
Disclosure 


RSI 
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If probable insurance and guarantee payments are recognized as a liability in the 
financial statements, and reasonably possible insurance and guarantee 
payments are disclosed in the notes to the financial statements, it is possible that 
the present value of remote insurance and guarantee payments would be 
immaterial and not warrant disclosure as RSI.  Therefore, staff questions the 
benefits of risk assumed reporting for some insurance and guarantee programs 
and recommends amending SFFAS 5 to require a more robust discussion of the 
risk assumed by some insurance and guarantee programs in the contingencies 
note disclosure rather than as RSI.  This would be consistent with how agencies 
that apply FASB standards report insurance risks assumed and provide for 
discussion of this important information in the notes to the basic financial 
statements rather than RSI. 
 
RSI versus disclosure 
 
When SFFAS 5 was originally issued in September 1995, par. 106 required risk 
assumed information to be reported as required supplementary stewardship 
information (RSSI), a category that is unique to federal financial reporting.  After 
FASAB eliminated the use of RSSI to report information about weapons systems 
when it issued SFFAS 23, Eliminating the Category “National Defense Property, 
Plant, and Equipment,” the board decided to review the classification of all RSSI 
required by federal accounting standards.   
 
While deliberating SFFAS 25, Reclassification of Stewardship Responsibilities 
and Eliminating the Current Services Assessment,7 which was issued in July 
2003, the board discussed whether to reclassify risk assumed information as RSI 
or basic.  The following paragraphs from the BfC explain the board’s thinking on 
the issue at that time:  
 


 
 
 


                                            
7 Available online at http://www.fasab.gov/pdffiles/handbook_sffas_25.pdf; last accessed August 9, 2012. 



http://www.fasab.gov/pdffiles/handbook_sffas_25.pdf�
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Staff believes that most agencies’ data systems and modeling capabilities have 
improved since SFFAS 25 was issued.  FDIC and PBGC currently report 
estimates of reasonably possible insurance payments in their financial 
statements and receive unqualified opinions on those estimates.  In addition, the 
development and use of reasonable estimates have become more standard for 
all agencies because, in many instances, accelerated due dates for financial 
statement reporting do not allow time for actual data to be recorded and agencies 
have had to improve their systems and get better at developing estimates as a 
result. 
 
However, there are several issues that will need to be addressed by the board if 
it decides to pursue disclosure of risks assumed by some insurance and 
guarantee programs in the notes to the financial statements rather than RSI, 
including the following: 
 


Measurement 
 • whether to allow for note disclosure of a probabilistic estimate of risk 


assumed that would include an estimate for remote liabilities (this would 
be in conflict with SFFAS 5, pars. 39 and 42; also, pars. 144 – 146 of 
the BfC state that the board was not comfortable using an expected 
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value approach to measure contingencies) 
 • whether to instead require an estimate of the expected cash flows for 


some programs (this could affect the reliability and estimability of the 
information and require the information to be reported as RSI). 


Timing of Underlying Events 
 • whether to develop contingency standards that differentiate insured and 


other events that have already occurred (e.g., lawsuit, hazardous spill, 
flood, etc.) from insured and other events that have not yet occurred 
(estimated pension plan terminations, estimated loan defaults, 
estimated bank failures, etc.) 


Type of Insurance 
 • how current reporting for different types of insurance might be affected 


by the standards to be developed (e.g., terrorism events may be less 
reliably estimated than pension plan terminations) and whether the 
resulting distinction would be meaningful 


One option to address the above issues is to have contingency disclosures that 
are specific to insurance and guarantee programs and differentiate between 
insured events that have already occurred and those that have not yet occurred 
(the event that initially creates the present obligation is the insurance contract, 
leading to a contingent liability).  Developing a separate disclosure framework for 
insurance and guarantee programs would help eliminate the current confusion in 
reporting of insurance and guarantee programs. 
 
Staff Recommendation 
 
Since the board continues to allow government corporations (and other entities 
that have done so in the past)8 to primarily apply standards issued by FASB, and 
the most significant government insurers are government corporations, staff 
recommends that SFFAS 5 be revised to address the inconsistency in reporting 
of major insurance and guarantee programs between FASAB and FASB 
reporting entities. 
 
To most appropriately address the inconsistency, staff recommends that the 
board develop a separate disclosure framework for insurance and guarantee 
programs that would specifically resolve issues with reporting that have surfaced 
in the years since SFFAS 5 was issued.  As part of the separate disclosure 
framework, staff also recommends pursuing disclosure of risks assumed by 
some insurance and guarantee programs in the notes to the financial statements 
rather than as RSI. 


 


                                            
8 SFFAS 34, par. 9. 
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Question 2(a) 


 
Does the board approve the staff recommendation to amend SFFAS 5 to 
address the inconsistency in reporting of major insurance and guarantee 


programs between FASAB and FASB reporting entities? 
 


Question 2(b) 
 


Does the board approve the staff recommendation to develop a separate 
disclosure framework for insurance and guarantee programs? 


 
Question 2(c) 


 
Does the board approve the staff recommendation to pursue disclosure of 
risks assumed by some insurance and guarantee programs in the notes to 


the financial statements rather than as RSI? 
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3:  BROADER SCOPE – The term “risk assumed” may not be the appropriate 
terminology to address broad reporting on future outflows of the federal 
government. 


 
The primary objective of the risk assumed project is to study the significant risks 
assumed by the federal government and develop (a) definitions of risk assumed, 
(b) related recognition and measurement criteria, and (c) disclosure and / or RSI 
guidance that federal agencies can apply consistently in accordance with GAAP. 
 
At the recommendation of two members at the February 2011 technical agenda-
setting session, the board agreed to approach the project on risks assumed by 
the federal government from a broad perspective to include commitments and/or 
inter-governmental dependency, and then narrow down as appropriate.  
 
Staff has been researching the broad types of exposures that would result in 
future outflows for the federal government, including the following: 
 


• Insurance and guarantees, including pension , flood, crop, deposit, share, 
terrorism risk, airline war risk, overseas investment, and veterans life 
insurance, loan guarantees, and agricultural guarantees; 


• Direct loans and securitizations, including agricultural, student, and small 
business loans and mortgage and government-sponsored enterprise 
(GSE) securitizations; 


• Market and other financial-related risk, such as market risk (interest rate 
risk, currency risk, or other price risk), liquidity risk, risk premium, volatility 
risk, default risk, credit risk (credit default risk, concentration risk, or 
country risk), systemic risk, and derivatives; 


• Entity, dependency, and strategic risk, including operational risk, enterprise 
risk, intergovernmental financial and programmatic dependency, public 
debt held by foreign countries, intergenerational debt,  opportunity cost, 
and related-party involvements; 


• Entitlement programs, such as Social Security, Medicare, Medicaid, 
Temporary Assistance to Needy Families (TANF), Supplemental Security 
Income (SSI), Supplemental Nutrition Assistance Program (SNAP, 
formerly known as Food Stamps), Unemployment Insurance (UI), Child 
Support Enforcement and Family Support, Grants for Specified Energy 
Property, Grants for Low Income Housing Projects, and the Agricultural 
Disaster Relief Fund (DRF); 


• Commitments and obligations, including contracts, grants, treaties and 
other international agreements, undelivered orders, and long-term leases; 
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• National defense, security and disaster response, such as natural 
disasters (e.g., disaster relief), environmental remediation (e.g., oil spills), 
terrorism, war (e.g., national defense and cost of active war), and security 
for mass transit; 


• Technology, including cyber security and changing technology (e.g., 
global drone proliferation and deferred technology); and, 


• Other potential effects on future outflows, such as regulatory actions, 
Government-Sponsored Enterprises (non-securitized), Economic 
Stabilization and Recovery, and recipient behavior (e.g., risk-taking). 


Federal agencies are beginning to focus more on risk management (e.g., 
appointing chief risk officers and creating offices specifically focused on risk 
management) and incorporate discussions of the above exposures in their 
general purpose federal financial reports, but most discussions are far from 
robust. 


As noted in staff’s April 2012 update to the board, staff has focused on two 
particular groupings of risk assumed first: (a) insurance and guarantees and 
(b) commitments and obligations (e.g., grants, contracts, treaties, and other 
undelivered orders beyond grants and contracts).  These two groupings were 
chosen to be addressed first because of the explicit nature of the exposures. 
Staff held two separate task force meetings on commitments and obligations 
and insurance and guarantees on Wednesday, May 9, 2012, and Tuesday, 
June 12, 2012, respectively.  


 


 


 


 


At those first two task force meetings, staff requested feedback on the 
following draft definition of risk assumed developed by staff: 


The possible or probable risk of future outflows that the federal 
government is expected to incur, in the judgment of a reasonable 
person, as a result of its mission, operations, and current or past 
actions.  The population of risk assumed may be determined through 
a review of varied information, including, but not limited to, obligations 
incurred, commitments undertaken, contracts signed, agency policy, 
legislative history, economic projections, programmatic responsibility, 
and risk analysis.  
 
 


Optional Reading for More Information 
 


• Appendix 3 – May 9, 2012 Meeting on Commitments and Obligations beginning 
on page A178 for detailed minutes from the meeting.   


• Appendix 4 – June 12, 2012 Meeting on Insurance and Guarantees beginning 
on page A199 for detailed minutes from the meeting. 
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Risk assumed is generally measured by the present value of unpaid 
expected outflows net of associated inflows (e.g., premiums), if any, 
based on management’s best estimate of the total risk assumed. 


(Source: Staff Draft, April 2012) 
 
The above draft definition was intended to be broad and address reporting 
about all future outflows, not just those related to insurance and guarantee 
programs. 
 
While the insurance and guarantees task force participants were more 
accepting of the definition because they were already familiar with the term 
“risk assumed” and the use of present value (PV) to measure risk assumed, 
the commitments and obligations task force meeting found the term “risk 
assumed” and PV to be troubling.  Comments and concerns about the draft 
definition included the following: 


• “risk” has a bad connotation and when making a grant, spending in 
the future is what was intended and is actually a good thing; the term 
should be more descriptive such as “expected outflows of obligated 
grants;” 


• future outflows are being exchanged for goods and/or services so 
they are not considered losses like those arising through risk assumed 
related to insurance and guarantees; 


• it is not clear how the obligated amount for a grant or contract would 
be different than a contingency, whereby the government has an 
obligation that is contingent upon receiving the goods and/or services; 


• the term “risk assumed” is archaic, the terminology that will be used 
should give the reader a better inclination as to what exactly is being 
reported such as “fiscal exposure;” and, 


• the definition should not refer to PV because PV adds a level of 
complexity that would not enhance the disclosure (one participant 
disagreed with this comment, noting that it would seem appropriate to 
use a relevant discount rate when reporting on multi-year cash flows). 


The term “risk assumed” is closely associated with insurance and guarantee 
programs and risk of loss.  As a result, confusion from the community about 
the true scope of the project and what exactly is intended to be addressed 
from a broad perspective has led staff to the conclusion that risk assumed is 
really only one part of a broader scope and a more appropriate term is 
necessary that would encompass reporting about risks assumed as well as 
other fiscal exposures that are facing the federal government.  
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A good example of why staff believes the term “risk assumed” does not apply 
broadly to other programs would be social insurance.  The statement of 
social insurance is a perfect example of detailed reporting on estimated net 
future outflows.  These outflows are contingent upon many future events 
including continued authorization and funding of the program and participant 
eligibility.  While this reporting embodies the spirit of reporting on risk 
assumed, the program is considered a social benefit and not a risk of loss.  
While there are many risks that affect the program and related future 
outflows (interest rate, morbidity rate, beneficiary behavior, etc), this program 
is a long-term commitment to provide retirement and disability benefits, with 
benefits being provided to society in direct proportion to the costs being 
incurred, not a risk that would result in a loss to the federal government. 
 
Alternative Project Names 
 
Through communications with members of the federal community and review 
of federal financial statements and other reports, staff has considered the 
following alternative project names: 
 


• Risk Assumed and Other Contingencies. If the board agrees to 
pursue broadening contingent liability disclosures to include more 
forward-looking outflows such as risk assumed as proposed in the 
second issue above, the disclosures could include a broad spectrum 
of contingencies that would be reported in a basic financial statement, 
note disclosure or as RSI, depending on the factors to consider in 
distinguishing basic information from RSI.9  The word “contingent,” 
defined in the most generic sense, means “dependent on something 
else.”  Almost all future outflows of the federal government are 
contingent upon something (e.g., grant payments are contingent upon 
the grantee incurring eligible expenses, contract payments are 
contingent upon satisfactory delivery of goods and/or services, 
disaster relief is contingent upon a disaster occurring, entitlement 
payments are contingent upon participants meeting eligibility 
requirements, etc.). 


• Risk Assumed and Other Fiscal Exposures.  The term “fiscal 
exposures” has long been used by the Government Accountability 
Office (GAO) to describe the range of federal responsibilities that 
obligate the government to future spending or create an expectation of 


                                            
9 See Table 1: Factors to Consider in Distinguishing Basic Information from RSI in Statement of Federal 
Financial Accounting Concepts (SFFAC) 6, Distinguishing Basic Information, Required Supplementary 
Information, and Other Accompanying Information, available online at http://www.fasab.gov/pdffiles/ 
handbook_sffac_6.pdf; last accessed August 8, 2012. 
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future spending.10  This term found favor with several task force 
participants. 


• Risk Assumed and Other Off-Balance-Sheet Exposures.  The term 
“off-balance-sheet exposure” is used in FDIC note 14: Commitments 
and Off-Balance-Sheet Exposure (see page A17) to disclose total 
estimated insured deposits (“insurance in force”). 


• Risk Assumed and Other Possible Future Costs. The National 
Science Foundation (NSF) uses the term “possible future costs” in 
Note 1P: Contingencies and Possible Future Costs (see page A92) 
with respect to its disclosures about the potential for termination 
claims if a cooperative agreement is terminated and the possibility that 
NSF may choose to accept responsibility for environmental cleanup in 
Antarctica.  


 
Staff Recommendation 
 
Staff recommends renaming the project on risk assumed to more appropriately 
encompass the scope of reporting on risks assumed as well as other risks and 
fiscal exposures that are facing the federal government. Staff favors the title 
“Risk Assumed and Other Contingencies” because staff believes it would be 
broad enough to encompass discussions about all types of future outflows and 
risk beyond risk assumed such as outstanding commitments, active treaties, 
changing economic conditions, market risk, enterprise risk, and systemic risk. 
 
 
 


 
Question 3 


 
Does the board approve the staff recommendation to rename the project 
“Risk Assumed and Other Contingencies” to encompass reporting about 


risks assumed as well as other risks and fiscal exposures that are facing the 
federal government? 


 


                                            
10 For example, see GAO Report D-03-213, Fiscal Exposures: Improving the Budgetary Focus on Long-
Term Costs and Uncertainties; available online at http://www.gao.gov/new.items/d03213.pdf ; last 
accessed August 8, 2012. 
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4:  CURRENT COMMITMENT AND CONTINGENCY REPORTING – Current 
reporting on commitments and contingencies is inconsistent and, in many 
cases, not very comprehensive. 


 
 
 
 
 
 
 
 
 
 


In addition to insurance and guarantee programs, staff has been looking at 
agency reporting about other explicit commitments and obligations of the federal 
government that are known at year-end, particularly grants, contracts, and other 
undelivered orders. 
 
Grants 
 
Grants, except for entitlement and block grants, are generally recorded as 
budgetary obligations in the financial system when they are awarded to the 
grantees. However, awarded grants are not recorded as a payable for GAAP 
reporting until the grantee has reported actual expenses under the grant or a 
grant accrual is estimated based on grantee expenses incurred but not yet 
reported.  The only information that is typically reported about billions of dollars in 
outstanding grants is an aggregated number for all grants, contracts, and other 
undelivered orders in the note to the financial statement (discussed further 
below).   
 
Entitlement and block grants are generally considered “obligate and pay” which 
means they are obligated and paid simultaneously; expected payments for 
entitlement and block grants are not estimated and reported in advance.  Two 
task force participants stated that it would not be worth the exercise to estimate 
future payments because the programs are required to pay all eligible 
participants; if the program runs out of money, it has to go back to Congress to 
request more funding (see pages A188 – A190 for minutes from the meeting).   
 
Furthermore, grantees have long-term expectations about funding that are not 
recorded as obligations at all because they are not funded.  For example, 
grantees can submit budgets for five years, but only the first year is funded. 
Information on these grants are reported in the agencies’ grant systems and do 
not flow to the general ledger, so it would be difficult to extract out-year 
information for many agencies (see page A192 for minutes from the meeting). 
 
 


Recommended Reading for More Information 
 


• Attachment 1 – Excerpts from Agency Financial Reports beginning on page A3 
for excerpts of contingency and risk assumed reporting in agency financial 
reports.   


• Attachment 2 – Excerpts from the Financial Report of the U.S. Government 
beginning on page A99 for excerpts of contingency and risk assumed reporting 
in the CFR. 
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Contracts 
 
Similar to grants, contracts are generally recorded as budgetary obligations in the 
financial system when they are awarded to the contractors. However, they are 
not recorded as a payable for GAAP reporting until goods and/or services are 
actually delivered or, in the case of construction in progress, amounts recorded 
as payable are based on an estimate of work completed under the contract or the 
agreement.   
 
Furthermore, multi-year contracts are only funded one year at a time, so 
obligations that are recorded in the financial system for contracts that span 
multiple years are limited to the first year. 
 
Other Undelivered Orders 
 
Undelivered orders are goods and services ordered and obligated that have not 
been received. This includes any orders for which advance payment has been 
made but for which delivery or performance has not yet occurred.11 
 
Undelivered orders includes obligated grants for which expenses have not been 
incurred by the grantee, obligated contracts for which the contracted goods 
and/or services have not yet been delivered and accepted, and other 
miscellaneous obligations such as purchase orders and bulk purchase 
agreements. 
 
SFFAS 7, Accounting for Revenue and Other Financing Sources and Concepts 
for Reconciling Budgetary and Financial Accounting, par. 79, requires that the 
amount of budgetary resources obligated for undelivered orders at the end of the 
period be disclosed.   
 
In conformance with SFFAS 7, OMB Circular A-136, Financial Reporting 
Requirements,12 requires agencies to “disclose the amount of budgetary 
resources obligated for undelivered orders at the end of the period.” 
 
Therefore, undelivered orders are generally disclosed in the notes to the financial 
statements in one aggregated amount, without any accompanying narrative that 
explains what the undelivered orders are composed of (grants, contracts, and 
other) or the extent of the federal government’s commitments to multiple-year 
contracts and grants. 
 
Undelivered Orders reported in the CFR are over $1.3 trillion (see page A109) 
and generally represent a significant majority of agencies’ total unexpended 


                                            
11 Source: GAO-05-734SP–A Glossary of Terms Used in the Federal Budget Process; available online at 
www.gao.gov/new.items/d05734sp.pdf; last accessed April 10, 2012. 
12 Most recent version, dated August 3, 2012, available online at http://www.whitehouse.gov/sites/default/ 
files/omb/assets/omb/circulars/a136/a136_revised_2012.pdf; last accessed August 10, 2012. 
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appropriations, and this amount only relates to amounts remaining from what 
was obligated during the year, not the total related grant or contract funds 
expected to eventually be awarded over the life of the grant program or contract. 
 
Based on a review of the CFR and agency financial reports, staff noted the 
following examples of reporting about undelivered orders: 


 
• The majority of agencies disclose one total aggregated amount for 


undelivered orders, without any further discussion of what types of 
obligation make up those undelivered orders (e.g., grants, contracts, 
etc.).  For example, the Department of Defense (DoD) disclosed the 
following, which is typical of federal agency reports: 


 
(Note: The CFR reports $315.9 billion in undelivered orders for DoD in 
Note 23: Commitments on page A109). 


• The U.S. Agency for International Development reports in its Note 1: 
Summary of Significant Accounting Policies that “unexpended 
appropriations are the portion of the appropriations represented by 
undelivered orders and unobligated balances,” but it does not disclose 
the total amount of undelivered orders anywhere in its financial 
statements (see page A96). 


• The Export-Import Bank of the United States does not mention or 
disclose the total amount of undelivered orders anywhere in its 
financial statements.13  The CFR reports $9.7 billion in undelivered 
orders for Export-Import Bank in Note 23: Commitments on page 
A109. 


                                            
13 Source: Export-Import Bank 2011 Annual Report; available online at http://www.exim.gov/about/reports/ar/; 
last accessed June 4, 2012. 
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Schedule of Spending 


 


 


 


 
Beginning with fiscal year 2012, OMB Circular A-136 requires agencies to 
present an SOS that provides an overview of how and where agencies are 
spending money. 


Task force participants at the May 9, 2012, meeting on commitments and 
obligations noted that the SOS may address staff’s concerns that there is no 
reporting on outstanding obligations by type of obligation (e.g., grant, contract, 
etc.).14   


As noted in the illustrative SOS on the next page, the SOS does require agencies 
to report how the money was issued (e.g., grants, contracts, financial assistance, 
loans and guarantees, insurance, interest, etc), but, as noted in the explanatory 
narrative requirements (see pages A153 – A156), the amounts are to tie to “total 
spending” (i.e., outlays, money that has gone out the door) plus amounts that are 
“remaining to be spent” (i.e., unpaid obligations, which would include undelivered 
orders), not just undelivered orders; there is no required breakout of amounts 
remaining to be spent by type of obligation. 


In addition, the amounts reported in the SOS are again related only to total 
amounts obligated during the year, not the total related grant or contract funds 
expected to eventually be awarded over the life of the grant program or contract. 


 


                                            
14 At that meeting, staff had not yet been provided with a copy of the draft plans for the SOS.  The draft A-
136 was released for comment on June 6, 2012, and the final was issued on August 3, 2012.  


Recommended Reading for More Information 
 


• Attachment 4 – OMB’s Schedule of Spending Guidance beginning on page 
A151 for current year guidance on presenting a schedule of spending (SOS) as 
other accompanying information (OAI).   
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Staff Recommendation: 


As discussed in the operating performance and stewardship objectives of federal 
financial reporting,15 federal financial reporting should assist report users in 
evaluating the service efforts, costs, and accomplishments of the reporting entity; 
the manner in which these efforts and accomplishments have been financed; and 
the management of the entity’s assets and liabilities. In addition, federal financial 
reporting should assist report users in assessing whether the government’s 
financial position improved or deteriorated over the period and if future budgetary 
resources will likely be sufficient to sustain public services and to meet 
obligations as they come due. Understanding the additional obligations incurred 
and risks assumed by the nation’s government beyond what is reported in 
traditional federal financial statements is crucial to obtaining a more complete 
picture of the nation’s finances. 


Staff recommends that additional reporting on outstanding grants, contracts, and 
other undelivered orders beyond one aggregate number in the notes to the 
statements should be pursued. 


 


 
Question 4(a) 


 
Does the board approve the staff recommendation to pursue reporting on 
outstanding grants, contracts, and other undelivered orders beyond one 


aggregate number in the notes to the statements? 


 


Foreign Disclosures 


 


 


 


 


If the board approves the staff recommendation to pursue reporting on 
outstanding grants, contracts, and other undelivered orders beyond one 
aggregate number in the notes to the statements, staff is interested in members’ 
preliminary views on how detailed such reporting should be. 


                                            
15 SFFAC 1, Objectives of Federal Financial Reporting, pars. 14-16; available online at http://www.fasab 
.gov/pdffiles/handbook_sffac_1.pdf; last accessed August 9, 2012.  


Recommended Reading for More Information 
 


• Attachment 3 – Examples of Disclosures in Foreign Federal Financial 
Statements beginning on page A112 for examples from Canada and Australia of 
detailed disclosures about commitments and contingencies, including 
contractual obligations.   
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To provide some background for the board’s discussion on this matter, 
Attachment 3, Examples of Disclosures in Foreign Federal Financial Statements, 
beginning on page A112 contains examples from Australia and Canada of 
detailed disclosures about commitments and contractual obligations. 


For example, on page A130, Australia presents a schedule of commitments by 
type and by maturity.  This type of schedule presents all outstanding 
commitments and then breaks them out by maturity, similar to our note 
disclosure for capital leases and operating leases. 


Another example, on page A115, is Canada’s schedule of minimum payments, 
which shows the minimum amounts required to satisfy obligations under 
contractual obligations each year from 2012 to 2016, and the total for amounts 
due in the year 2017 and subsequently.  Again, this would be similar to our note 
disclosure for capital leases and operating leases, but relates to all contractual 
obligations. 


Canada goes on, on pages A116 to A121, to provide a detailed listing of 
individual contractual obligations (transfer payment agreements, capital assets, 
purchases and operating leases) by category and by entity. This type of detail 
may be excessive for all contractual obligations but may be informative for the 
most significant contracts. Also, including a column that indicates, for each major 
contractor/grantee, the percentage of revenue provided through contracts/grants 
with the government over total contractor/grantee revenue would go a long way 
in reporting on the level of inter-dependency and potential related parties. 


Staff Recommendation: 


Staff recommends pursuing detailed disclosures about all contractual obligations 
and other commitments, similar to current disclosures about capital and 
operating leases. 


 


 
Question 4(b) 


 
Does the board approve the staff recommendation to pursue detailed 
disclosures about all contractual obligations and other commitments, 


similar to current disclosures about capital and operating leases? 
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Additional Commitments and Contingencies Reporting 


Through a review of agency financial reports, staff has determined that additional 
reporting on commitments and contingencies beyond undelivered orders is 
inconsistent and, in most cases, not very comprehensive. 


Staff believes the lack of consistency and detail in most agency reports is 
understandable given the minimal guidance provided in SFFAS 5 for disclosing 
contingencies (see Appendix 1 – FASAB Standards on Contingencies at pages 
A159 through A162). The examples below merely serve to highlight the diverse 
reporting among agencies.  


The following six agencies reported on some of their contractual obligations and 
major long-term commitments: 


• The Department of Commerce reports the following in relation to its 
major long-term contracts in Note 16: Commitments and Contingencies 
(excerpt from Note 16 shown below in thousands):16 


 


• The Railroad Retirement Board Note 10: Commitments and 
Contingencies contains the following general statement about 
“contractual arrangements:”17 


 


                                            
16 Source: Department of Commerce 2011 Performance and Accountability Report; available online at 
http://www.osec.doc.gov/ofm/OFM_Publications.htm; last accessed June 4, 2012. 
17 Source: Railroad Retirement Board 2011 Performance and Accountability Report; available online at 
http://www.rrb.gov/bfo/perf_plans_rpts.asp; last accessed June 4, 2012. 
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• The Department of Justice’s complete Note 16: Contingencies and 
Commitments (shown below) reports on the estimated range of loss of 
its contingent liabilities (with no narrative discussion of what the 
amounts are being accrued for) and additional “firm purchase 
commitments” for solar panel material as follows:18 


 


• The Department of Homeland Security (DHS) reports the following in 
Note 21: Commitments and Contingent Liabilities: 


 


 
 
 


                                            
18 Source: Department of Justice 2011 Performance and Accountability Report; available online at 
http://www.justice.gov/ag/publications.htm; last accessed June 4, 2012. 
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• In its Note 22: Commitments under HUD’s Grant, Subsidy, and Loan 
Programs, the Department of Housing and Urban Development (HUD) 
included extensive disclosures on its long-term commitments to 
provide grants, subsidies, or loans including the following schedule of 
obligations and contractual commitments (dollars in millions): 


 
HUD also discloses in Note 22, that beginning in 1988, Congress 
began appropriating funds “up-front” for the entire contract term (up to 
40 years) in the initial year for Section 8 and Section 235/236 
programs, so the undelivered orders of nearly $13 billion for these 
programs include the maximum amounts available under existing 
agreements and contracts (see pages A88 – A91).  


• The Smithsonian Institution reports the following in relation to its 
outstanding construction contracts in Note 15: Commitments and 
Contingencies:19 


 
 
Staff believes that the above reporting examples may be due, in part, to 
the following requirement in OMB Bulletin A-136, Section II.4.3.4: 


In addition to the contingent liabilities required by SFFAS No.5, 
the following commitments will also be disclosed: (1) an estimate 
of obligations related to canceled appropriations for which the 
reporting entity has a contractual commitment for payment, and 
(2) amounts for contractual arrangements, which may require 
future financial obligations. 


                                            
19 Source: Smithsonian Institution 2011 Financial Statements available online at http://www.si.edu/about/ 
policies/; last accessed June 4, 2012. 
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This requirement imposed by OMB agrees in concept with what staff 
recommended above, but does not appear to be complied with by most 
government agencies since staff did not find similar disclosures in more 
agency financial reports. 


Staff also noted the following examples of inconsistent disclosures: 


• DoD recognizes a contingent liability for the difference between the 
estimated costs incurred to date by contractors and the total amounts 
authorized to be paid.  In Note 15: Other Liabilities, DoD states that it 
has recognized a contingent liability for estimated future payments 
which are conditional pending delivery and government acceptance 
due to the probability that the contractors will complete their efforts and 
deliver satisfactory products (see page A52). 


• DoD classifies its legal contingencies into three buckets with 
associated dollar amounts: “reasonably possible,” “remote,” and 
“unable to determine the probability of loss.”  The majority of DoD’s 
$12.4 trillion estimate ($12.3 trillion) is in the third (“unable to 
determine”) category (also on page A52). 


• DoD discloses its commitments for operating leases in a separate note 
(Note 25: Other Disclosures) that is near the end of the disclosures 
and not cross-referenced to anything (see page A53). 


• NCUA does not include a general commitments and contingencies 
note that discloses lease commitments and existence of pending 
litigation.  A brief acknowledgement of loss contingencies is made in 
Note 1: Summary of Significant Accounting Policies under the heading 
“Insurance and Guarantee Program Liabilities” (see page A22) 


• As noted on page 9, FCSIC’s financial report does not include any 
discussion of reasonably possible insurance payments to be made in 
the future, or whether the reserve of two percent of insured obligations 
would be sufficient to cover those payments. There are also no 
disclosures of other contingencies such as litigation (see page A47). 


• The Nuclear Regulatory Commission does not have a general note on 
commitments and contingencies.  It does include a discussion of 
contingent litigation in Note 1: Summary of Significant Accounting 
Policies.20 


• As pointed out on page 24, FDIC reports its insurance in force in Note 
14: Commitments and Off-Balance-Sheet Exposure (see page A17).  


                                            
20 Source: Nuclear Regulatory Commission 2011 Performance and Accountability Report; available online 
at http://www.nrc.gov/reading-rm/doc-collections/nuregs/staff/sr1542/; last accessed June 4, 2012. 
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In addition, FDIC includes an extensive disclosure of systemic risk in 
Note 16: Systemic Risk Transactions (see page A18 – A20). 


• Department of Labor includes a discussion of its concentration of risk 
in Note 23: Material Concentration of Risk (see page A59). 


• The Department of Energy includes an extensive discussion of 
purchase power and transmission commitments and irrigation 
assistance, including a schedule of future commitments in its Note 18: 
Contingencies and Commitments (see pages A61 – A64). 


• In its Note 17: Commitments and Contingencies, the Department of 
Transportation includes disclosures about the pre-authorization of state 
construction budgets,  letters of intent regarding grant agreements, 
aviation insurance, marine war risk insurance, environmental liabilities 
and Amtrak (see pages A66 – A70). 


• In its Note 28: Commitments and Contingencies, the Department of the 
Treasury discloses information about treaties and international 
agreements, loan commitments, callable capital in multilateral 
development banks, terrorism risk insurance, exchange stabilization 
agreement, and arrangements to borrow (see pages A85 – A86).  


Staff Recommendation 


Staff believes that a more detailed disclosure framework for commitments and 
contingencies would result in more comprehensive disclosures that are more 
consistent across agencies and would result in the type of reporting that the risk 
assumed project intended.  Therefore, staff recommends that the board pursues 
development of a detailed disclosure framework for commitment and contingency 
reporting. 


 
 


 
Question 4(c) 


 
Does the board approve the staff recommendation to pursue developing a 
detailed disclosure framework for commitment and contingency reporting? 
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Table 1: Summary of Agency Disclosures about Commitments and Contingencies, Undelivered Orders, and Risk Assumed 
 


Agency FASAB/ 
FASB 


Revenue Expenses Report 
Disclosures21 Page 


Amount Major Types Amount Major Types 
Pension 
Benefit 
Guaranty 
Corporation 


FASB $5.8 billion Investment 
income and 
premiums 


$8.8 billion Actuarial losses 
and losses from 
financial 
assistance 


$C, $PC, $RP A4 


Federal 
Deposit 
Insurance 
Corporation 
(Deposit 
Insurance 
Fund)  


FASB $16.3 billion Assessments ($2.9 billion) Provision for 
insurance losses 
(reduction) 


$C, $PC, $RP A11 


National 
Credit Union 
Administration 
(Share 
Insurance 
Fund) 


FASAB $212 million Investment 
income 


 ($400 
million) 


Provision for 
insurance losses 
(reduction) 


$PC, $RA, $UO A22 


National 
Credit Union 
Administration 
(Temporary 
Corporate 


FASAB $2.3 billion Premiums and 
Fees 


 $124.8 
million 


Insurance and 
guarantee loss 


$PC, $RA, $UO A29 


                                            
21 C = Commitments (other than undelivered orders), O = Other, PC = Probable Contingency, RA = Risk Assumed, RP = Reasonably Possible 
Contingency, and UO = Undelivered Orders. Bolded letter means the disclosures are more informative than those in other agency reports (A 
bolded “C” denotes that the agency reported on more than just leases and undelivered orders.  A bolded “PC” or “RP” denotes that the agency 
reported on something substantive other than litigation).  Underlined letter means the disclosures are less informative than those in other agency 
reports. “$” means an amount is disclosed in addition to narrative (e.g., $RP). 
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Table 1: Summary of Agency Disclosures about Commitments and Contingencies, Undelivered Orders, and Risk Assumed 
 


Agency FASAB/ 
FASB 


Revenue Expenses Report 
Disclosures21 Page 


Amount Major Types Amount Major Types 
Credit Union 
Stabilization 
Fund) 
Agriculture FASAB $159.5 billion Appropriations $159.3 billion “Ensure that All 


of America's 
Children Have 
Access to Safe, 
Nutritious, and 
Balanced Meals” 
and “Assist 
Rural 
Communities to 
Create 
Prosperity so 
They Are Self-
Sustaining, 
Repopulating, 
and 
Economically 
Thriving”22 


$C, $PC, $RA, 
$RP, $UO 


A39 


Farm Credit 
System 
Insurance 
Corporation 


FASB $169 million Premiums and 
interest 
income 


$3 million Administrative $C, $O A41 


                                            
22 Agriculture reports costs by strategic goal in its statement of net costs; it does not report costs by major type (e.g., grant, contract, personnel 
and payroll, etc.) anywhere in its agency financial report (AFR). 
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Table 1: Summary of Agency Disclosures about Commitments and Contingencies, Undelivered Orders, and Risk Assumed 
 


Agency FASAB/ 
FASB 


Revenue Expenses Report 
Disclosures21 Page 


Amount Major Types Amount Major Types 
Defense FASAB $873.1 billion Appropriations $799.2 billion Operations, 


Readiness & 
Support23 and 
Military 
Personnel 


$C, $O, $PC, 
$RP, $UO 


A51 


Homeland 
Security 


FASAB $63.6 billion Appropriations $64.8 billion FEMA, CBP, 
USCG24 


$C, $RA, $RP, 
$UO 


A54 


Labor FASAB $127.1 billion Appropriations 
and employer 
taxes 


$139.5 billion Unemployment 
benefits and 
disability 
benefits 


O, $UO A59 


Energy FASAB $50.3 billion Appropriations $56.6 billion Transform Our 
Energy System, 
Secure Our 
Nation, and The 
Science and 
Engineering 
Enterprise25 


$C, $O, $UO A61 


Transportation FASAB $72.7 billion Excise taxes 
and 


$80.3 billion Surface 
transportation 
and air 


$C, $O, $RP, $UO A66 


                                            
23 Defense does not explain what types of expenses make up the category “Operations, Readiness & Support” anywhere in its AFR. 
24 DHS reports costs by major responsibility segment in its statement of net costs.  It does not report costs by major type anywhere in its AFR. 
25 Energy reports costs by strategic goal in its statement of net costs; it does not report costs by major type anywhere in its AFR. Also, 37 percent 
of its net costs are not assigned to any of its goals and are further described in a separate note.   
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Table 1: Summary of Agency Disclosures about Commitments and Contingencies, Undelivered Orders, and Risk Assumed 
 


Agency FASAB/ 
FASB 


Revenue Expenses Report 
Disclosures21 Page 


Amount Major Types Amount Major Types 
appropriations transportation26 


Health and 
Human 
Services 
(HHS) 


FASAB $924.4 billion Appropriations 
and taxes 


$945.6 billion Medicare and 
health27 


$C, $PC, $RP, 
$UO 


A71 


Education FASAB $93.5 billion Appropriations 
and interest 
income 


$89.9 billion “Increase 
College Access, 
Quality, and 
Completion,” 
“Improve 
Preparation for 
College and 
Career from 
Birth Through 
12th grade,” 
“Ensure 
Equitable 
Educational 
Opportunities for 
All Students,” 
and “American 
Recovery and 
Reinvestment 


RP, $UO A74 


                                            
26 Transportation reports costs by major program in its statement of net costs; it does not report costs by major type anywhere in its AFR. 
27 HHS reports costs by responsibility segment in its statement of net costs with Centers for Medicare and Medicaid Services having the significant 
majority; Figure 2 in the MD&A section breaks its net costs into the following four major budget functions: Medicare, health, income security, and 
education & training.  A table in OAI shows the net cost of the top 20 programs.  It does not report costs by major type anywhere in its AFR. 
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Table 1: Summary of Agency Disclosures about Commitments and Contingencies, Undelivered Orders, and Risk Assumed 
 


Agency FASAB/ 
FASB 


Revenue Expenses Report 
Disclosures21 Page 


Amount Major Types Amount Major Types 
Act and 
Education Jobs 
Fund”28 


Treasury FASAB $458.1 billion Appropriations $421.5 billion Financial 
Program, 
Economic 
Program, and 
non-entity costs 
(mostly federal 
debt interest)29 


$PC, $RP, $UO A76 


Housing and 
Urban 
Development 


FASAB $59.9 billion Appropriations $61.1 billion Section 830 $PC, $RP, $UO A88 


National 
Science 
Foundation 


FASAB $7.3 billion  Appropriations $7.3 billion Research and 
related 
activities31 


$C, RP, $UO A92 


Environmental 
Protection 
Agency 


FASAB $11.5 billion Appropriations $11.6 billion Clean Air, Clean 
and Safe Water, 
Land 
Preservation and 
Restoration, 
Healthy 


$C, $PC, $RP, 
$UO 


A94 


                                            
28 Education reports costs by major strategic goal in its statement of net costs.  It does not report costs by major type anywhere in its AFR. 
29 Treasury reports costs by major program in its statement of net costs.  It does not report costs by major type anywhere in its AFR. 
30 HUD reports costs by responsibility segment in its statement of net costs.  It does not report costs by major type anywhere in its AFR. 
31 NSF reports costs by major program in its statement of net costs.  It does not report costs by major type anywhere in its AFR. 
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Table 1: Summary of Agency Disclosures about Commitments and Contingencies, Undelivered Orders, and Risk Assumed 
 


Agency FASAB/ 
FASB 


Revenue Expenses Report 
Disclosures21 Page 


Amount Major Types Amount Major Types 
Communities 
and Ecosystems 


Small 
Business 
Administration 


FASAB $6.1 billion Appropriations $4.1 billion Growing 
Businesses and 
Creating Jobs 


$C, $UO A96 


U.S. Agency 
for 
International 
Development 


FASAB $12.5 billion Appropriations $12.4 billion Economic 
Growth, 
Investing in 
People, 
Governing Justly 
and 
Democratically, 
and 
Humanitarian 
Assistance 


$C, $PC, $RP A96 


Department of 
State 


FASAB $31.6 billion Appropriations $30.1 billion Achieving Peace 
and Security, 
Investing in 
People, 
Strengthening 
Consular and 
Management 
Capabilities 


$C, $RP, $UO A97 
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The objective of this session is to obtain member’s views on the 
issues presented in this memo so that staff can begin 


addressing these issues in a timely manner. 
 


If you require additional information or wish to suggest another 
alternative not considered in the staff proposal, 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 Julia Ranagan at 202-512-7377 or 


ranaganj@fasab.gov and Monica Valentine at 202-512-7362 or 
valentinem@fasab.gov with a cc to paynew@fasab.gov. 



mailto:ranaganj@fasab.gov�

mailto:valentinem@fasab.gov�

mailto:paynew@fasab.gov�
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QUESTIONS 
 


Question 1 – CURRENT RISK ASSUMED REPORTING 
 
1.   Does the board approve the staff recommendation to begin developing revised 


standards for insurance and guarantee programs to address the inconsistent and 
duplicative reporting in a more timely manner (i.e., as the first phase of the overall 
project; see pages 3 through 11 for related discussion)? 


 
Questions 2a – 2c – CURRENT STANDARDS 
 
2a. Does the board approve the staff recommendation to amend SFFAS 5 to address 


the inconsistency in reporting of major insurance and guarantee programs between 
FASAB and FASB reporting entities (see pages 4 and 12 through 19 for related 
discussion)? 


 
2b. Does the board approve the staff recommendation to develop a separate disclosure 


framework for insurance and guarantee programs (see pages 12 through 19 for 
related discussion)? 


 
2c. Does the board approve the staff recommendation to pursue disclosure of risks 


assumed by some insurance and guarantee programs in the notes to the financial 
statements rather than as RSI (see pages 12 through 19 for related discussion)? 


 
Question 3 – BROADER SCOPE 
 
3.   Does the board approve the staff recommendation to rename the project “Risk 


Assumed and Other Contingencies” to encompass reporting about risks assumed as 
well as other risks and fiscal exposures that are facing the federal government (see 
pages 20 through 24 for related discussion)? 


 
Question 4a – 4c – CURRENT COMMITMENT AND CONTINGENCY REPORTING 
 
4a. Does the board approve the staff recommendation to pursue reporting on 


outstanding grants, contracts, and other undelivered orders beyond one aggregate 
number in the notes to the statements (see pages 25 through 30 for related 
discussion)? 


 
4b. Does the board approve the staff recommendation to pursue detailed disclosures 


about all contractual obligations and other commitments, similar to current 
disclosures about capital and operating leases (see pages 30 through 31 for related 
discussion)? 


 
4c. Does the board approve the staff recommendation to pursue developing a detailed 


disclosure framework for commitment and contingency reporting (see pages 32 
through 36 for related discussion)? 
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Agency Page 


Pension Benefit Guaranty Corporation A4 


Federal Deposit Insurance Corporation A11 


National Credit Union Administration A22 


Department of Agriculture A39 


Farm Credit System Insurance Corporation A41 


Department of Defense A51 


Department of Homeland Security A54 


Department of Labor A59 


Department of Energy  A61 


Department of Transportation A66 


Department of Health and Human Services A71 


Department of Education A74 


Department of Treasury A76 


Department of Housing and Urban Development A88 


National Science Foundation A92 


Environmental Protection Agency A94 


Small Business Administration A96 


U.S. Agency for International Development A96 


Department of State A97 







Attachment 1 – Excerpts from Agency Financial Reports 
 


 


 Tab E – Risk Assumed, Attachment 1 Page A4 


Pension Benefit Guaranty Corporation 2011 Annual Report1


Excerpt from Financial Statement Highlights 


 


 


Excerpt from Note 2: Significant Accounting Policies 


 
                                            
1 Available online at http://www.pbgc.gov/res/annual-reports.html; last accessed June 4, 2012. 



http://www.pbgc.gov/res/annual-reports.html�
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Pension Benefit Guaranty Corporation 2011 Annual Report (contd.) 
 
Excerpt from Note 2: Significant Accounting Policies (contd.) 
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Pension Benefit Guaranty Corporation 2011 Annual Report (contd.) 
 
Excerpt from Note 2: Significant Accounting Policies (contd.) 


 


 
 
Note 7: Multiemployer Financial Assistance 
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Pension Benefit Guaranty Corporation 2011 Annual Report (contd.) 
 
Note 7: Multiemployer Financial Assistance (contd.) 
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Pension Benefit Guaranty Corporation 2011 Annual Report (contd.) 
 
Note 9: Reasonably Possible Contingencies 
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Pension Benefit Guaranty Corporation 2011 Annual Report (contd.) 
 
Note 9: Reasonably Possible Contingencies (contd.) 
 


 
 


Note 10: Commitments 
 


 
 


Note 16: Litigation 
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Pension Benefit Guaranty Corporation 2011 Annual Report (contd.) 
 
Excerpt from Balance Sheet 
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Federal Deposit Insurance Corporation 2011 Annual Report2


 
 


Note 7: Liabilities Due to Resolutions  
 


 


                                            
2 Available online at http://www.fdic.gov/about/strategic/report/; last accessed June 4, 2012. 



http://www.fdic.gov/about/strategic/report/�
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Federal Deposit Insurance Corporation 2011 Annual Report (contd.) 
 
Note 8: Contingent Liabilities 
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Federal Deposit Insurance Corporation 2011 Annual Report (contd.) 
 
Note 8: Contingent Liabilities (contd.) 
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Federal Deposit Insurance Corporation 2011 Annual Report (contd.) 
 
Note 8: Contingent Liabilities (contd.) 
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Federal Deposit Insurance Corporation 2011 Annual Report (contd.) 
 
Note 8: Contingent Liabilities (contd.) 
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Federal Deposit Insurance Corporation 2011 Annual Report (contd.) 
 
Note 12: Provision for Insurance Losses 
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Federal Deposit Insurance Corporation 2011 Annual Report (contd.) 
 
Note 14: Commitments and Off-Balance-Sheet Exposure 
 


 







Attachment 1 – Excerpts from Agency Financial Reports 
 


 


 Tab E – Risk Assumed, Attachment 1 Page A18 


Federal Deposit Insurance Corporation 2011 Annual Report (contd.) 
 
Note 16: Systemic Risk Transactions 
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Federal Deposit Insurance Corporation 2011 Annual Report (contd.) 
 
Note 16: Systemic Risk Transactions (contd.) 
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Federal Deposit Insurance Corporation 2011 Annual Report (contd.) 
 
Note 16: Systemic Risk Transactions (contd.) 
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Federal Deposit Insurance Corporation 2011 Annual Report (contd.) 
 







Attachment 1 – Excerpts from Agency Financial Reports 
 


 


 Tab E – Risk Assumed, Attachment 1 Page A22 


National Credit Union Administration 2011 Annual Report3


National Credit Union Share Insurance Fund (NCUSIF) 
 


 
Excerpt from Note 1: Summary of Significant Accounting Policies 
 


 
 


Note 7: Other Liabilities – Insurance and Guarantee Program Liabilities 
 


 


                                            
3 Available online at http://www.ncua.gov/Legal/RptsPlans/AnnRpts/Pages/annualrpt.aspx; last accessed 
July 30, 2012. 



http://www.ncua.gov/Legal/RptsPlans/AnnRpts/Pages/annualrpt.aspx�
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National Credit Union Administration NCUSIF 2011 Annual Report (contd.) 
 
Note 7: Other Liabilities – Insurance and Guarantee Program Liabilities (contd.) 
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National Credit Union Administration NCUSIF 2011 Annual Report (contd.) 
 
Note 11: Disclosures Related to the Statements of Budgetary Resources 
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National Credit Union Administration NCUSIF 2011 Annual Report (contd.) 
 
Required Supplementary Information 
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National Credit Union Administration NCUSIF 2011 Annual Report (contd.) 
 
Required Supplementary Information (contd.) 
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National Credit Union Administration NCUSIF 2011 Annual Report (contd.) 
 
Required Supplementary Information (contd.) 
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National Credit Union Administration 2011 Financial Statements4


Temporary Corporate Credit Union Stabilization Fund (TCCUSF) 
 


 
Note 8: Other Liabilities – Insurance and Guarantee Program Liabilities 
 


 


                                            
4 The TCCUSF Financial Statements are issued separately from NCUA’s Annual Report that contains its 
other four funds. Available online at http://www.ncua.gov/about/Leadership/CO/OIG/Documents/OIG-12-
07CorpStabilFundAudit.pdf; last accessed August 8, 2012. 
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National Credit Union Administration TCCUSF 2011 Financial Statements (contd.) 
 
Note 8: Other Liabilities – Insurance and Guarantee Program Liabilities (contd.) 
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National Credit Union Administration TCCUSF 2011 Financial Statements (contd.) 
 
Note 8: Other Liabilities – Insurance and Guarantee Program Liabilities (contd.) 
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National Credit Union Administration TCCUSF 2011 Financial Statements (contd.) 
 
Note 8: Other Liabilities – Insurance and Guarantee Program Liabilities (contd.) 
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National Credit Union Administration TCCUSF 2011 Financial Statements (contd.) 
 
Note 8: Other Liabilities – Insurance and Guarantee Program Liabilities (contd.) 
 


 
 
Excerpt from Note 12: Disclosures Related to the Statement of Budgetary Resources 
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Required Supplementary Information 
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Department of Agriculture FY 2011 Performance and Accountability Report5


 
 


Excerpt from Management’s Discussion and Analysis 
 


 


                                            
5 Available online at http://www.ocfo.usda.gov/usdarpt/usdarpt.htm; last accessed June 4, 2012. 
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Department of Agriculture FY 2011 Performance and Accountability Report (contd.) 
 
Excerpt from Note 1: Significant Accounting Policies 
 


 
 
Note 17: Commitments and Contingencies 
 


 
 
Note 25: Undelivered Orders at the End of the Period 
 


 
 
Required Supplementary Information 
 


 







Attachment 1 – Excerpts from Agency Financial Reports 
 
 


 Tab E – Risk Assumed, Attachment 1 Page A41 


Farm Credit System Insurance Corporation 2011 Annual Report6


 
 


Excerpt from Supplemental Information 
 


 


                                            
6 Available online at http://www.fasab.gov/resources/federal-financial-reports/; last accessed July 31, 
2012. 
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Discussion of “Risk Management” 
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Excerpt from Note 1: Insurance Fund – Statutory Framework 
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Excerpt from Note 2: Summary of Significant Accounting Policies 
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Farm Credit System Insurance Corporation 2011 Annual Report (contd.) 
 
Note 4: Premiums, the Secure Base Amount and Excess Insurance Fund Balances 
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Note 4: Premiums, the Secure Base Amount and Excess Insurance Fund Balances (contd.) 
 


 
 
Note 5: Operating Lease 
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Department of Defense FY 2011 Agency Financial Report7


  
 


 
 
 
 
 
 


                                            
7 Available online at http://comptroller.defense.gov/reports.html; last accessed June 4, 2012. 
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Excerpt from Note 20: Disclosures Related to the Statement of Budgetary Resources 
 


 
 
Note 25: Other Disclosures 
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Department of Homeland Security FY 2011 Agency Financial Report8


 
 


Excerpt from Note 1: Summary of Significant Accounting Policies 
 


 
 
Note 21: Commitments and Contingent Liabilities 
 


 
 


 


                                            
8 Available online at http://www.dhs.gov/xabout/budget/editorial_0430.shtm; last accessed June 4, 2012. 
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Department of Homeland Security FY 2011 Agency Financial Report (contd.) 
 
Note 21: Commitments and Contingent Liabilities (contd.) 
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Department of Homeland Security FY 2011 Agency Financial Report (contd.) 
 
Note 30: Undelivered Orders, Unpaid, End of Period 
 


 
 
Excerpt from Required Supplementary Information 
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Department of Homeland Security FY 2011 Agency Financial Report (contd.) 
 
Excerpt from Management’s Discussion and Analysis 
 


 
 
Excerpt from the Message from the Deputy Chief Financial Officer 
 
Since the Department stood up in 2003, we have worked diligently to strengthen 
financial management to support our mission and to produce timely, reliable financial 
data in support of a clean audit. We have developed strong policies and internal 
controls and critical workforce training programs—fundamental building blocks for 
effective financial management. Using the internal control tools provided by the DHS 
Financial Accountability Act, we have established a culture of integrity, accountability, 
and risk management in all that we do. From the start, we designed our corrective 
actions to build on previous successes and to ensure we could sustain improvements 
made in prior years. The results of the FY 2011 financial statement audit demonstrate 
that DHS financial management continues to improve. Since FY 2005, the Department 
has reduced material weaknesses in internal controls over financial reporting by half. 
 
Excerpt from Other Accompanying Information 
 
In early February 2011, the U.S. Citizenship and Immigration Services (USCIS) Office 
of Security and Integrity (OSI) initiated a Risk Management Special Review to identify 
current risk management efforts across USCIS, gauge their effectiveness, and 
determine steps to be taken in order to coordinate and enhance enterprise risk 
management at USCIS. A charter and work plan were prepared, and OSI formed the 
Enterprise Risk Management Task Force. Staff members from OSI met with DHS risk 
management officials, attended risk management training, created a database for the 
project, and started a pilot risk management program within OSI. At the successful 
conclusion of the pilot, OSI will form a USCIS-wide task force to explore 
implementation of the program throughout USCIS. 
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Department of Homeland Security FY 2011 Agency Financial Report (contd.) 
 
Excerpt from Other Accompanying Information (contd.) 
 
Other accomplishments include appointment of a Senior Risk Executive to oversee the 
development of the USCIS Risk Management Office and to represent USCIS within the 
DHS Risk Management Office, and the completion of drafts currently under review by 
the Enterprise Risk Management Task Force, including: 
 


• Management Directive that establishes authorities, responsibilities, and 
procedures;  


• Process flow chart that outlines risk identification, mitigation, and information 
lines of communication; and  


• White paper that outlines a general approach to establishing a risk 
management office and the steps necessary to establish an effective risk 
management process within USCIS. 
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Department of Labor FY 2011 Agency Financial Report9


 
 


Note 13: Contingencies 
 


 
 
Excerpt from Note 18: Status of Budgetary Resources 
 


 
 
Note 23: Material Concentration of Risk 
 


                                            
9 Available online at http://www.dol.gov/dol/aboutdol/main.htm#budget; last accessed June 4, 2012. 
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Department of Labor FY 2011 Agency Financial Report (contd.) 
 
Excerpt from Other Accompanying Information – “Top Management Challenges” 
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Department of Energy FY 2011 Agency Financial Report10


 
 


Note 18: Contingencies and Commitments 
 


 
 


                                            
10 Available online at http://www.energy.gov/about/budget.htm; last accessed June 4, 2012. 
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Department of Energy FY 2011 Agency Financial Report (contd.) 
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Department of Energy FY 2011 Agency Financial Report (contd.) 
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Department of Energy FY 2011 Agency Financial Report (contd.) 
 


 
 
Excerpt from Note 26: Combined Statements of Budgetary Resources 
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Department of Transportation FY 2011 Agency Financial Report11


 
 


Excerpt from Note 1: Summary of Significant Accounting Policies 
 


 
 


Note 17: Commitments and Contingencies 


                                            
11 Available online at http://www.dot.gov/about.html#perfbudgplan; last accessed June 4, 2012. 
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Note 17: Commitments and Contingencies (contd.) 
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Department of Transportation FY 2011 Agency Financial Report (contd.) 
 
Note 17: Commitments and Contingencies (contd.) 
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Department of Transportation FY 2011 Agency Financial Report (contd.) 
 
Note 17: Commitments and Contingencies (contd.) 


 


 
 
 







Attachment 1 – Excerpts from Agency Financial Reports 
 


 


 Tab E – Risk Assumed, Attachment 1 Page A70 


Department of Transportation FY 2011 Agency Financial Report (contd.) 
 
Note 17: Commitments and Contingencies (contd.) 


 


 
 
 
Excerpt from Note 21: Combined Statement of Budgetary Resources 
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Department of Health and Human Services FY 2011 Agency Financial Report12


 
 


Excerpt from Note 1: Summary of Significant Accounting Policies 
 


 
 


                                            
12 Available online at http://www.hhs.gov/afr/; last accessed June 4, 2012. 
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Department of Health and Human Services FY 2011 Agency Financial Report (contd.) 
 
Note 14: Contingencies and Commitments 
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Department of Health and Human Services FY 2011 Agency Financial Report (contd.) 
 
Note 17: Apportionment Categories of Obligations Incurred and Undelivered Orders 
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Department of Education FY 2011 Agency Financial Report13


 
 


Note 21: Contingencies 
 


 


 


                                            
13 Available online at http://www.ed.gov/about/reports/annual/?src=ln; last accessed June 4, 2012. 
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Excerpt from Note 15: Statement of Budgetary Resources 
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Department of Treasury FY 2011 Agency Financial Report14


 
 


Excerpt from Note 1: Summary of Significant Accounting Policies 
 


  


                                            
14 Available online at http://www.ustreas.gov/offices/management/dcfo/accountability-reports/index.shtml; 
last accessed June 4, 2012. 
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Department of Treasury FY 2011 Agency Financial Report (contd.) 
 
Excerpt from Note 7: Troubled Asset Relief Program – Credit Program Receivables, Net 
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Excerpt from Note 7: Troubled Asset Relief Program – Credit Program Receivables, Net 
(contd.) 
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Department of Treasury FY 2011 Agency Financial Report (contd.) 
 
Excerpt from Note 7: Troubled Asset Relief Program – Credit Program Receivables, Net 
(contd.) 
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Department of Treasury FY 2011 Agency Financial Report (contd.) 
 
Excerpt from Note 8: Investments in Government Sponsored Enterprises 
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Department of Treasury FY 2011 Agency Financial Report (contd.) 
 
Excerpt from Note 8: Investments in Government Sponsored Enterprises (contd.) 
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Department of Treasury FY 2011 Agency Financial Report (contd.) 
 


Note 28: Commitments and Contingencies  
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Department of Treasury FY 2011 Agency Financial Report (contd.) 
 


Note 28: Commitments and Contingencies (contd.) 
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Note 28: Commitments and Contingencies (contd.) 
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Note 28: Commitments and Contingencies (contd.) 
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Note 28: Commitments and Contingencies (contd.) 
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Department of Treasury FY 2011 Agency Financial Report (contd.) 
 


Excerpt from Note 22: Additional Information Related to the Combined Statement of 
Budgetary Resources 
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Department of Housing and Urban Development 2011 Agency Financial Report15


 
 


Excerpt from Note 22: Commitments under HUD’s Grant, Subsidy, and Loan Programs 
 


 


 


                                            
15 Available online at http://www.hud.gov/offices/cfo/reports/cforept.cfm; last accessed June 4, 2012. 
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Excerpt from Note 22: Commitments under HUD’s Grant, Subsidy, and Loan Programs 
(contd.) 
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Department of Housing and Urban Development 2011 Agency Financial Report 
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Excerpt from Note 22: Commitments under HUD’s Grant, Subsidy, and Loan Programs 
(contd.) 
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Department of Housing and Urban Development 2011 Agency Financial Report 
(contd.)  
 
Excerpt from Note 22: Commitments under HUD’s Grant, Subsidy, and Loan Programs 
(contd.) 
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National Science Foundation 2011 Agency Financial Report16


 
 


Excerpt from Note 1: Summary of Significant Accounting Policies 
 


 


 
                                            
16 Available online at http://www.nsf.gov/about/performance/; last accessed June 4, 2012. 
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Excerpt from Note 1: Summary of Significant Accounting Policies (contd.) 
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Environmental Protection Agency 2011 Agency Financial Report17


 
 


Note 18: Commitments and Contingencies 
 


 


 


                                            
17 Available online at http://www.epa.gov/planandbudget/results.html; last accessed June 4, 2012. 
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Note 18: Commitments and Contingencies (contd.) 
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Small Business Administration 2011 Agency Financial Report18


 
 


Excerpt from Note 1: Significant Accounting Policies 
 


 
 
U.S. Agency for International Development 2011 Agency Financial Report19


 
 


Excerpt from Note 1: Summary of Significant Accounting Policies 
 


                                            
18 Available online at http://www.sba.gov/about-sba-services/217; last accessed June 4, 2012. 
19 Available online at http://www.usaid.gov/policy/budget/; last accessed June 4, 2012. 
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Department of State 2011 Agency Financial Report20


 
 


Note 13: Contingencies and Commitments 
 


 
                                            
20 Available online at http://www.state.gov/s/d/rm/rls/perfrpt/; last accessed June 4, 2012. 
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Note 13: Contingencies and Commitments (contd.) 
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2011 Consolidated Financial Report of the U.S. Government21


 
 


Excerpt from Note 1: Summary of Significant Accounting Policies 
 


 
 


                                            
21 Available online at http://www.fms.treas.gov/fr/index.html; last accessed July 24, 2012. 
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Note 18: Insurance and Guarantee Program Liabilities 
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2011 Consolidated Financial Report of the U.S. Government (contd.) 
 
Note 19: Other Liabilities 
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2011 Consolidated Financial Report of the U.S. Government (contd.) 
 
Note 19: Other Liabilities (contd.) 
 


 







Attachment 2 – Excerpts from the Financial Report of the U.S. Government 
 


 


 Tab E – Risk Assumed, Attachment 2 Page A103 


2011 Consolidated Financial Report of the U.S. Government (contd.) 
 
Note 19: Other Liabilities (contd.) 
 


 
 
Note 22: Contingencies 
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2011 Consolidated Financial Report of the U.S. Government (contd.) 
 
Note 22: Contingencies (contd.) 
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2011 Consolidated Financial Report of the U.S. Government (contd.) 
 
Note 22: Contingencies (contd.) 
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2011 Consolidated Financial Report of the U.S. Government (contd.) 
 
Note 22: Contingencies (contd.) 
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2011 Consolidated Financial Report of the U.S. Government (contd.) 
 
Note 22: Contingencies (contd.) 
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2011 Consolidated Financial Report of the U.S. Government (contd.) 
 
Note 23: Commitments 
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2011 Consolidated Financial Report of the U.S. Government (contd.) 
 
Note 23: Commitments (contd.) 
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2011 Consolidated Financial Report of the U.S. Government (contd.) 
 
Note 23: Commitments (contd.) 
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Excerpt from Required Supplementary Information 
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2010-2011 Public Accounts of Canada1


 
 


 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


                                            
1 Available online at http://www.tpsgc-pwgsc.gc.ca/recgen/txt/72-eng.html; last accessed July 18, 2012. 
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2010-2011 Public Accounts of Canada (contd.) 
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2010-2011 Public Accounts of Canada (contd.) 
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2010-2011 Public Accounts of Canada (contd.) 
 
Excerpts from Section 11: Contractual Obligations and Contingent Liabilities 
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2010-2011 Public Accounts of Canada (contd.) 
 
Excerpts from Section 11: Contractual Obligations and Contingent Liabilities (contd.) 
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2010-2011 Public Accounts of Canada (contd.) 
 
Excerpts from Section 11: Contractual Obligations and Contingent Liabilities (contd.) 
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2010-2011 Public Accounts of Canada (contd.) 
 
Excerpts from Section 11: Contractual Obligations and Contingent Liabilities (contd.) 
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2010-2011 Public Accounts of Canada (contd.) 
 
Excerpts from Section 11: Contractual Obligations and Contingent Liabilities (contd.) 
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2010-2011 Public Accounts of Canada (contd.) 
 
Excerpts from Section 11: Contractual Obligations and Contingent Liabilities (contd.) 
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2010-2011 Public Accounts of Canada (contd.) 
 
Excerpts from Section 11: Contractual Obligations and Contingent Liabilities (contd.) 
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2010-2011 Public Accounts of Canada (contd.) 
 
Excerpts from Section 11: Contractual Obligations and Contingent Liabilities (contd.) 
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2010-2011 Public Accounts of Canada (contd.) 
 
Excerpts from Section 11: Contractual Obligations and Contingent Liabilities (contd.) 
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2010-2011 Public Accounts of Canada (contd.) 
 
Excerpts from Section 11: Contractual Obligations and Contingent Liabilities (contd.) 
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2010-2011 Public Accounts of Canada (contd.) 
 
Excerpts from Section 11: Contractual Obligations and Contingent Liabilities (contd.) 
 


 







Attachment 3 – Examples of Disclosures in Foreign Federal Financial Statements 
 


 


 Tab E – Risk Assumed, Attachment 3 Page A126 


2010-2011 Public Accounts of Canada (contd.) 
 
Excerpts from Section 11: Contractual Obligations and Contingent Liabilities (contd.) 
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2010-2011 Public Accounts of Canada (contd.) 
 
Excerpts from Section 11: Contractual Obligations and Contingent Liabilities (contd.) 
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2010-2011 Public Accounts of Canada (contd.) 
 
Excerpts from Section 11: Contractual Obligations and Contingent Liabilities (contd.) 
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2011 Australia Consolidated Financial Statements2


 
 


Excerpt from Note 1: Statement of significant accounting policies 
 


 


                                            
2 Available online at http://www.finance.gov.au/publications/commonwealth-consolidated-financial-
statements/index.html; last accessed July 25, 2012. 
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2011 Australia Consolidated Financial Statements (contd.) 
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2011 Australia Consolidated Financial Statements (contd.) 
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2011 Australia Consolidated Financial Statements (contd.) 
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2011 Australia Consolidated Financial Statements (contd.) 
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2011 Australia Consolidated Financial Statements (contd.) 
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2011 Australia Consolidated Financial Statements (contd.) 
 


Note 35: Contingencies (continued) 
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2011 Australia Consolidated Financial Statements (contd.) 
 


Note 35: Contingencies (continued) 
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2011 Australia Consolidated Financial Statements (contd.) 
 


Note 35: Contingencies (continued) 
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2011 Australia Consolidated Financial Statements (contd.) 
 


Note 35: Contingencies (continued) 
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2011 Australia Consolidated Financial Statements (contd.) 
 


Note 35: Contingencies (continued) 
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2011 Australia Consolidated Financial Statements (contd.) 
 


Note 35: Contingencies (continued) 
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2011 Australia Consolidated Financial Statements (contd.) 
 


Note 35: Contingencies (continued) 
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2011 Australia Consolidated Financial Statements (contd.) 
 


Note 35: Contingencies (continued) 







Attachment 3 – Examples of Disclosures in Foreign Federal Financial Statements 
 


 


 Tab E – Risk Assumed, Attachment 3 Page A143 


2011 Australia Consolidated Financial Statements (contd.) 
 


Note 35: Contingencies (continued) 
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2011 Australia Consolidated Financial Statements (contd.) 
 


Note 35: Contingencies (continued) 
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2011 Australia Consolidated Financial Statements (contd.) 
 


Note 35: Contingencies (continued) 
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2011 Australia Consolidated Financial Statements (contd.) 
 


Note 35: Contingencies (continued) 
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2011 Australia Consolidated Financial Statements (contd.) 
 


Note 35: Contingencies (continued) 
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2011 Australia Consolidated Financial Statements (contd.) 
 


Note 35: Contingencies (continued) 
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2011 Australia Consolidated Financial Statements (contd.) 
 


Note 35: Contingencies (continued) 
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2011 Australia Consolidated Financial Statements (contd.) 
 


Note 35: Contingencies (continued) 
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OMB’s Schedule of Spending Guidance (from OMB Circular A-136)3


 
 


 


                                            
3 Dated August 3, 2012; available online at http://www.whitehouse.gov/sites/default/files/omb/assets/ 
omb/circulars/a136/a136_revised_2012.pdf; last accessed August 6, 2012. 
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OMB’s Schedule of Spending Guidance (from OMB Circular A-136) contd. 
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OMB’s Schedule of Spending Guidance (from OMB Circular A-136) contd. 
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OMB’s Schedule of Spending Guidance (from OMB Circular A-136) contd. 
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OMB’s Schedule of Spending Guidance (from OMB Circular A-136) contd. 
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OMB’s Schedule of Spending Guidance (from OMB Circular A-136) contd. 
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Excerpt from SFFAS 5, Accounting for Liabilities of the Federal Government 
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Excerpt from SFFAS 5 (contd.) 
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Excerpt from SFFAS 5 (contd.) 
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Excerpt from SFFAS 5, Basis for Conclusions (BfC) 
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Excerpt from SFFAS 5, Accounting for Liabilities of the Federal Government 
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Excerpt from SFFAS 5 (contd.) 
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Excerpt from SFFAS 5 (contd.) 
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Excerpt from SFFAS 5 (contd.) 
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Excerpt from SFFAS 5 (contd.) 
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Excerpt from SFFAS 5 (contd.) 
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Excerpt from SFFAS 5 (contd.) 
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Excerpt from SFFAS 5 (contd.) 
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Excerpt from SFFAS 5 (contd.) 
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Excerpt from SFFAS 5 (contd.) 
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Excerpt from SFFAS 5, Basis for Conclusions (BfC) 
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Excerpt from SFFAS 5, BfC (contd.) 
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Excerpt from SFFAS 5, BfC (contd.) 
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Excerpt from SFFAS 25, Reclassification of Stewardship Responsibilities and 
Eliminating the Current Services Assessment, BfC 
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Excerpt from SFFAS 25 BfC (contd.) 
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