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MEETING OBJECTIVE

The objective of the meeting is to discuss the reporting model task force efforts, next steps,
and deliverables and a project plan for evaluating disclosures.

BRIEFING MATERIAL

Attachment | — Disclosures Discussion Document, beginning on page 15.
Attachment Il — Plan for Evaluation of Disclosures, beginning on page 39.
BACKGROUND

For the purposes of the meeting, the Background section discusses the reporting model
project and provides the setting for the Board’s consideration of a project plan for
evaluating disclosures.

! 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
FASARB or its staff. Official positions of the FASAB are determined only after extensive due process and
deliberations
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Reporting Model

The reporting model project is one component of a larger conceptual framework project
undertaken by the FASAB. The primary objective of the reporting model project is to
identify and describe the key components used to communicate information, such as
management’s discussion and analysis (MD&A), financial statements, disclosures (notes),
required supplemental information (RSI), and other accompanying information (OAl). The
project will:

o lIdentify user needs and how they relate to the federal financial reporting objectives
(objectives)

o Explain how each financial statement helps meet objectives
o Describe the essential financial statements
o Consider methods of communicating important information to users

Project Approach

The project began with an effort to determine user needs and how they relate to the
reporting objectives. Staff conducted focus groups and a survey to reach citizens.
Structured interviews of program managers were conducted to determine information
needs and the current level of awareness and satisfaction with reports. In addition, staff
spoke with available Congressional staff and reviewed a listing of congressionally
mandated reports. Staff prepared separate reports for each user group and, in summary,
staff research found the following:

« Citizens and some executives and managers noted difficulty in understanding
information in financial reports. They believed that the documents are intended for
accountants or economists rather than citizens and managers. In some instances,
executives and managers develop their own data and reports.

« Citizens were not aware that the federal government and agencies prepared audited
financial statements and some executives and managers had not seen their own
agency'’s financial statements.

« Some executives and managers noted that they need training in financial
management.

o Congress seeks timely, easy to understand information to address particular issues.

o Congress seeks financial information about specific issues of the day and uses
many sources to obtain the information it needs such as obtaining the information
directly from agencies and utilizing legislative support organizations, i.e., the
Government Accountability Office, Congressional Budget Office, and Congressional
Research Service.

o Congress also routinely seeks information about the budgetary effect of legislative
proposals on the budget and the cumulative effects of legislation.

o Executives and managers use multiple systems, cuff systems, or systems other than
financial systems to get financial information, including basic budgetary information.



e Both cash and accrual basis accounting appears to be needed to provide the
information users need.

« Executives and managers need information at least monthly, but timelier, if possible.
However, some did not believe that timelier information was possible.

Also, results from staff’'s national phone survey are presented in Figure 1: National
Phone Survey Results on page 3.

Figure 1: National Phone Survey Results

| Phone Survey Results

On a scale of 1 to 10, with 10 being extremely important...

77% believed that understandable results information is
verylextremely important

67% believed that understandable liabilities information is
verylextremely important

64% believed that understandable cost information is
verylextremely important

63% believed that providing independently audited or
verified financial information is verylextremely important

61% believed that understandable financial information
about individual agencies and departments is
verylextremely important

58% believed that understandable asset information is
verylextremely important

How financial information about the federal government
should be provided...

42% preferred internet
38% preferred mail

13% preferred that the information be made
available for pickup

In April 2010, the FASAB organized a task force to consider the user needs results and
the Board’s views and concerns regarding the reporting model. The Board'’s views and
concerns are those of individual Board members and not a Board consensus. The views
and concerns shared by members are:



Financial Report Presentation

e Explore other ways of presenting information other than the standard financial
statements such as different levels of reporting for different users.

e Consider ways of providing simpler information on a timelier basis, such as
quarterly.

e Consider ways to bring about greater clarity about the relationship between financial
information used in financial statements and the information useful for management.

¢ Explore how to display information on spending, given that currently, different bases
are used - cash, budget, and accrual. The first consolidated report presented cost
by function. However, some of the numbers did not track easily with the way the
budget information was recorded, particularly offsetting receipts. Now the
consolidated report presents cost by department.

¢ Do not limit consideration to traditional presentations.

¢ Discuss different levels of reporting. An example of different levels of reporting is as
follows (in descending order based on level of detail or dis-aggregation):

o Spending data on the internet

o Management’s Discussion and Analysis (MD&A), basic financial statements,
required supplementary information (RSI), other accompanying information
(OAl)

o Information on where do we stand now and Information on what did we do
during the past year

o What does the future look like
o Citizens’ Report

o A different medium other than the Citizens Guide may be necessary. The
information should be gathered and provided in a way that the citizen can easily
obtain it and use it. It also may be good to discuss the needs of the media.

e Determine how information should be conveyed.

e The FASAB has an opportunity to do something innovative and the pyramid
approach (or different levels of reporting as described above) could do that.
However, it would be difficult to have a pyramid approach without electronic
reporting; therefore, electronic reporting is the direction in which the Board should

go.

e The Citizens’ Guide is a sophisticated document and most citizens would not
understand it.



Reconsideration of Certain Financial Statements

¢ While a balance sheet is needed to put a “stake in the ground” for measurement
purposes, consider whether other existing financial statements are needed. Some
statements may not be used because they are difficult to understand, such as the
Statement of Budgetary Resources.

¢ A statement of position and an operating statement are needed. Individuals ask
where are we and how did financial position change. Citizens may be confused
about where the federal government stands, given the many numbers that are
expressed in the media. The statement of financial position anchors everything,
such as long-term projections and cost of service.

Iltems of Information that Should be Presented

e Consider ways to prioritize information to help guide the Board in focusing on the
more important information.

e Consider some way to communicate what is important on major spending programs.
¢ Consider a presentation of interperiod equity.

e There should be some key financial information which would be fed by other
statements. If we report information the way it is being used, users would not have
to pull information from different places in the financial report.

¢ Our ultimate aim should be what information people want to know. Today, people
want to know information like the cost of the war in Afghanistan.

¢ Annual reports have extensive disclosures including the number of material
weaknesses by agencies. This type of information imposes discipline on the
agencies, but from a user perspective, it does not provide useful information.

Task Force Approach

The task force began by considering the government-wide financial report. The effort
began with the government-wide report because, for external users such as citizens and
citizen-intermediaries, it is a likely starting point in the search for federal financial
information. Focus group efforts showed that citizens are not likely to be aware of
individual departments or agencies. Therefore, they are most likely to be introduced to
federal financial reports through a single financial report for the U. S. federal
government. Information that is useful in aggregate for the whole of government is likely
to be useful on a disaggregated level as well. Therefore, what is learned about the
whole of government report may inform consideration of component entity reports
produced by departments and agencies.



At its first meeting, the task force identified the following concerns and ideas:
Financial Report Presentation and Reconsideration of Financial Statements

Federal financial information should be presented electronically and be
understandable. Additionally, the task force should not necessarily seek to add more
data to that already being provided or be confined to traditional financial statements.
Financial statements are essential for any democratic society, but they may not
produce the mechanism necessary to cause decision makers to act. Providing
information in electronic form would permit users to select items of information from a
menu of key items of information, perform drill-downs to more detailed information,
and extract and array the data into the information they desire. A lot of this data may
have been audited as part of a financial or performance audit. Utilizing electronic
technology allows individuals to decide on the information they need, such as the cost
of programs. Also, visualizations and graphic tools should be used to communicate
the information which would be consistent with current trends where individuals are
reading “tweets” that are 140 characters or less in length and viewing videos to satisfy
their information needs.

Intended Audience for the Government-wide Report and Need for Educating Potential
User

The focus of the project should be on providing information to the public, primarily
those willing to educate themselves on federal financial matters. This would contribute
to the Congress’ needs because they are concerned about the information that their
constituents want. This group would include governors and elected local officials,
investors in Treasury securities, those who are planning their financial future, think
thanks, and concerned citizens groups. Also, consider that citizens seem to care
about broad numbers, like pension liabilities, and how those numbers impact them.
The Governmental Accounting Standards Board (GASB) Statement 34, Basic
Financial Statements and Management’s Discussion and Analysis for State and Local
Governments, paragraph 185 provides core values that could be considered as part
of the project.

Information that Should be Presented

The key information that should be provided includes forward looking information,
explanations to help users understand the context of the information, explanations of
the relationship of the federal government’s operations to other levels of government,
businesses, and the public, discussions on the positive and negative impact on the
public, and a presentation of the top programs or delivery mechanisms. The federal
government should be able to tell its “story” to the public and useful financial
information provides individuals with information on what current policies imply about
the future. For agencies, people want to know how much the federal government
received, how much was spent, and what the federal government obtained for what
was spent.



Other ltems
Other matters noted included the following:

The data being sought should have integrity and be neutral, i.e. no conclusions
drawn.

A goal should be to reduce the cost of citizens’ access to information and increase
its value to them.

Consequently, the task force noted that the MD&A standards discuss forward-looking
information and the FASAB’s work on fiscal sustainability and social insurance included
a component to change the MD&A at the Consolidated Financial Report (CFR) level.
The standards for the CFR MD&A require key numbers from basic financial statements
to be presented in a central location and have narrative explanation. However, the
consensus of the Board was not to be too prescriptive in the standards. This would
allow a level of flexibility as circumstances change.

Given the need to take action promptly, the task force decided to focus on the summary
level information of the CFR, i.e. the Citizen’s Guide and MD&A sections and organize a
subgroup to consider the government-wide financial statements. FASAB staff could
begin to identify what information should be presented and improvements needed for
presenting the information at the summary levels by looking at how the media presents
financial information.

FASAB staff completed an analysis of news sources citing the CFR using its official title,
Financial Report of the United States Government (FRUSG). The purpose of the
analysis was to determine the news sources that are likely to cite the document and
inform the public about its contents. Using Nexis to search for news sources that
referred to the FRUSG during the five year period ending June 2, 2010, the task force
noted that press releases, blogs, and congressional testimony are the news sources
likely to inform the public about information presented in the FRUSG.?

In addition, FASAB staff completed interviews with 15 state and local government
officials located in 14 states. The purpose of the interviews was to determine what
federal financial information state and local government planners need and how the
summary sections of the FRUSG can be improved. State and local government
respondents primarily sought information on the amount of money the federal
government provides to states, local governments, and to others. They would like to
know what areas of the country receive federal dollars and why. This information would
assist them in planning their programs, developing their budgets, and comparing their
performance with others. Also, staff noted that only six of the respondents had
reviewed the FRUSG. As a result, no themes regarding what information they found

% The methodology sought explicit references to the FRUSG. We did not search for references to information
that is available in and, therefore, might have been obtained from the FRUSG without acknowledgement.

® See Financial Reporting Model Project: News Sources Citing the Financial Report of the United States
Government, June 3, 2010, for additional information.



useful or interesting in the FRUSG could be developed.* Staff briefed the FASAB on
the status of the task force’s efforts at the June 2010 Board meeting.

Task Force Next Steps and Deliverable

At its July 2010 meeting, the task force began to develop a report to the FASAB. The
report would not be the final product of the project, but it would convey
recommendations that relate to the reporting model broadly rather than narrowly
focusing on the aspects governed by accounting standards issued by the FASAB.
Recognizing that the benefit to be obtained from federal financial reports is affected not
only by the content of the reports but also by outreach to users and potential users,
cultural factors, and delivery mechanisms (e.g., electronic innovations), the task force
believed the broad view would be most helpful to FASAB, its sponsors and the larger
federal financial management community.

On August 2, 2010, the task force reviewed a draft of the report to the FASAB. The
draft report discussed an enhanced reporting model with illustrations of how the model
may be used. For example, during our focus group discussions, staff noted that users
more readily understood graphics and pictures rather than information presented in a
table. As a result, staff designed Figure 2: lllustrative Statement of Operations
presented on page 9. The figure presents a simplified statement of operations that uses
pictures to illustrate dollar amounts and would use hyperlinks to guide the user to more
detail and explanations, such as the components of net cost. Figure 3: lllustrative Detail
of Net Cost by Function on page 10 provides an illustration of net cost by function.
Although the illustrations are not intended to replace traditional tabular statements, they
could assist citizens in understanding federal financial information.

Based on efforts to date, staff anticipates that the primary recommendation will relate to
matters not governed by standards — such as electronic delivery of information. Staff
anticipates some recommendations regarding information presented in the basic
financial statements. FASAB staff is in the process of considering task force member
comments on the first draft report and preparing a revised draft which would also
include suggestions for implementing the enhance model. The task force plans to meet
on September 21, 2010, to finalize the report.

We hope the report will be available for Board consideration at the October meeting. At
that time, the Board can consider which recommendations may lead to further FASAB
efforts.

* See Financial Reporting Model Project: Interviews with State and Local Government Officials, June 7, 2010,
for additional information.
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Figure 2: lllustrative Statement of Operations
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Figure 3: lllustrative Detail of Net Cost by Function
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Evaluating Disclosures

In the past, the FASAB considered disclosures® primarily in relation to the individual
pronouncement of which they were a part. Also, the Office of Management and Budget
(OMB) Circular A-136, Financial Reporting Requirements provides guidance for
disclosures and the GAO/PCIE Financial Audit Manual (FAM) provides a checklist to
assist federal entities in preparing financial statements in conformity with generally
accepted accounting principles (GAAP) and auditors in auditing them.

In response to concerns that disclosures had become too detailed, the Board believed it
would be beneficial to reconsider disclosures as a single body of standards.
Consequently, staff developed a discussion document (see Attachment |: Disclosures
Discussion Document beginning on page 15) and a plan to reexamine FASAB

® The term “disclosures” refers to notes or narrative presented in conformity with generally accepted
accounting principles.

10



disclosure requirements (see Attachment II: Plan for Evaluation Disclosures beginning
on page 39). The discussion document includes examples of following disclosures to
assist Board members in reviewing the plan:

e Direct Loans and Loan Guarantees (see Appendix |, beginning on page 23, for an
example of the disclosure.)

e Clean-up Costs (see Appendix Il, beginning on page 35, for an example of the
disclosure.)

Also, while reviewing the plan, Board members should consider the following questions:

1. Staff proposes to begin by conducting a preliminary survey of preparers and auditors
and asking for their views regarding which disclosures should be the focus of the
disclosure evaluation effort. Given the number of disclosure requirements, does the
Board agree with this approach?

2. Does the Board agree with the preliminary survey questionnaire (beginning on page
43)? If not, what steps or questions should be included or removed?

NEXT STEPS

Staff plans to continue working with the reporting model task force to develop a report to
the FASAB which would include recommendations relating to the reporting model and,
regarding disclosures, staff will begin surveying preparers and auditors.

If you have questions or need additional information, please contact me at 202-512-2512 or

by email at simmsr@fasab.gov as soon as possible. | will be able to consider and respond
to your request more fully in advance of the meeting.

11
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Attachment I: Disclosures Discussion Document 17

Background

Disclosures evolved from the use of parenthetical explanations on the face of
financial statements. Entities used parenthetical explanations to provide additional
information about items presented in financial statements. The objective was to
provide a more complete description to help readers understand the significance of
the item. Parenthetical explanations described the nature, of the item, what it
represents, its origin and other explanations. However, accountants realized that
lengthy parenthetical explanations distract the reader from the information presented
in the financial statements. As a result, they began using parenthetical explanations
for brief information and disclosures for information which could not be presented in
a brief manner. Subsequently, due to uncertainties during World War Il and other
matters, such as the adoption of pension and profit-sharing plans, the use of
disclosures began to expand.® Disclosures have become a significant part of
financial reports and encompass most of its pages.

Accounting Standards Setters’ Views on Disclosures

To assist in determining what items of information should be presented in
disclosures, accounting standards setters developed conceptual guidance. For
instance, the Financial Accounting Standards Board notes that disclosures are an
integral part of financial statements prepared in conformity with generally accepted
accounting principles (GAAP) and they explain items recognized in financial
statements. Statement of Financial Accounting Concepts 5, Recognition and
Measurement in Financial Statements of Business Enterprises, paragraph 3 states,

...Information disclosed in notes or parenthetically on the face of financial statements, such as
significant accounting policies or alternative measures for assets or liabilities, amplifies or
explains information recognized in the financial statements. [Footnote omitted] That sort of
information is essential to understanding the information recognized in financial statements and
has long been viewed as an integral part of financial statements prepared in accordance with
generally accepted accounting principles.

In addition, the Governmental Accounting Standards Board (GASB) developed
Concepts Statement 3, Communication Methods in General Purpose External
Financial Reports That Contain Basic Financial Statements. The conceptual
guidance discusses the purposes of disclosures and the items of information that
should not be included, such as predictions about the effects of future events on
financial position. The GASB also believes that disclosures are integral to financial
statements and essential to a user’s understanding of them. The conceptual
guidance states,

® Morton Backer, Handbook of Modern Accounting Theory, Prentice Hall (New York: 1955)
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35. Notes to financial statements are integral to financial statements and are essential to a
user's understanding of financial position or inflows and outflows of resources. Notes
provide:

a. Descriptions of the accounting and finance-related policies underlying amounts
recognized in financial statements

b. More detail about or explanations of amounts recognized in financial statements

c. Additional information about financial position or inflows and outflows of resources
that does not meet the criteria for recognition.

Notes may be narrative or quantitative with appropriate explanations and may include
measures other than dollars.

36. Notes have a clear and demonstrable relationship to information in the financial
statements to which they pertain and are essential to a user's understanding of those
financial statements. In this context, “essential to a user's understanding” means so
important as to be indispensable to a user (a) with a reasonable understanding of
government and public finance activities and of the fundamentals of governmental
financial reporting and (b) with a willingness to study the information with reasonable
diligence. The use of professional judgment may be necessary for making a
determination about whether an item of information is “essential to a user's
understanding.”

37. Unlike financial statements, notes may include management's objective explanation of
recognized amounts and related known facts, contingencies, certain risks that affect
financial statements, subsequent events, measurement methods, accounting policies,
and other information essential to understanding the financial statements and to assess
compliance with finance-related legal or contractual requirements. However, notes do not
include either (a) subjective assessments of the effects of reported information on the
reporting unit's future financial position or (b) predictions about the effects of future
events on future financial position.

For federal financial reporting, the FASAB defines disclosure as “reporting
information in notes or narrative regarded as an integral part of the basic financial
statement.”” Disclosures in federal financial reports involve a range of subjects,
such as:

e Fund Balance with Treasury

e Cash and Other Monetary Assets

e Investments

e Advances and Prepayments

¢ Receivables

e Direct Loans and Loan Guarantees

e Inventory and Related Property

e General Property, Plant and Equipment
e Heritage Assets and Stewardship Land

" FASAB Statements of Federal Financial Accounting Concepts and Standards, Appendix E:
Consolidated Glossary,
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¢ Clean-up Costs associated with hazardous waste removal, containment, or
disposal

¢ Accounts Payable not covered by Budgetary Resources

¢ Other Current Liabilities not covered by Budgetary Resources

e Contingencies

¢ Pensions, Other Retirement Benefits, and other Postemployment Benefits

e Capital Leases

e Federal Debt

e Insurance Guarantee Programs, and

e Social Insurance

Based on a preliminary review of federal financial reports, staff noted that
disclosures provide:

e Explanations that are essential to a users’ understanding of items recognized in
financial statements and descriptions of accounting policies supporting
amounts recognized. For instance, entities discuss their policy for capitalizing
and depreciating property, plant, and equipment.

¢ Details on items that do or do not meet recognition criteria. For example,
entities present amounts for contractual arrangements which may require the
use of future financial resources.

e Information to assist in comparing budgetary and accrual basis measures used
in reporting, such as reconciling the use of budgetary resources information
with accrual-basis cost information.

The following Appendices provide examples of disclosures in federal financial
reports:

¢ Appendix I: .Example Direct Loans and Loan Guarantees Disclosure,
beginning on page 23.

e Appendix Il: Example Environmental Cleanup and Disposal Liabilities
Disclosure, beginning on page 51.

Challenges Regarding Disclosures

Disclosures involve certain conceptual issues. For example, while the Board
appears to consider disclosures integral to financial statements and essential for a
user’s understanding, the conceptual guidance does not explicitly describe the
purpose of disclosures. Board agreement on the purpose of disclosures may assist
in evaluating their adequacy, i.e. whether they currently accomplish their intended
purpose.
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In addition, there may be challenges with defining disclosures because, as noted in
the Background section, some items of information presented in disclosures could
be presented on the face of the financial statements; however, the items may simply
result in too much detail or cannot be expressed in numbers.® Also, with
advancements in technology and the use of illustrations or pictures, defining
disclosures may become more challenging. For example, as presented in Figure 2:
lllustrative Statement of Operations (see page 9), pictures may be used rather than
numbers and a user can “click” on the face of the statement for additional
information. The additional information could be audited or subject to other
procedures in accordance with generally accepted government auditing standards.
Figure 4: Example of Note Display on page 21 uses the Department of Labor's FY
2009 Consolidated Statement of Net Cost to illustrate the use of a hyperlink to
display additional information regarding items on the face of a “traditional” financial
statement.

8 Katherine Schipper, “Required Disclosures in Financial Reports,” The Accounting Review 82, no.2
(March 1): 301-326.
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Figure 4: Example of Note Display

CONSOLIDATED STATEMENT OF MET COST

For the Years Ended September 30, 2002 and 2008

(Dollars in Thousands)

NET COST OF OPERATIONS (N :!fcs@and 15)
CROSSCUTTING PROGRAMS

Income maintenance
Gross cost
Less earned revenue
Nat program cost
Employment and training
Gross cost
Less eanned revenue
Mat program cost
Labor;, smployment and pension standards
Gross cost
Less earned revenue
Nat program cost
Worker safety and health
Gross cost
Less eanned revenue
Neat program cost
OTHER PROGRAMS
Statistics
Gross cost
Less earned revenue

Nat program cost

COSTS NOT ASSIGNED TO PROGRAMS

Gross cost
Less earned revenue not attributed to programs
Met cost not assigned to programs

Met cost of operations

for a display of the

2009 2008
User clicks on the link $ 133351382 § 538680770
(3,780,083) (2.3685,944)
129,571,299 50,314,828
7,205,648 5,703,975
(11.439) {12,184)
7,184,207 5691791
720,836 694,041
{13,517) {13,240)

Net Cost of Operations

. Operating costs

Full operating costs are comprised of all direct costs consumed by the program and those indirect costs
which can be reasonably assigned or zllocated to the program. Full costs are reduced by exchange (ezrned)
revenues to arrive st net program cost. The full and net operating costs of DOLs major programs are
presented in the Consolidated Statements of Net Cost, and are zlso reported by sub-organization in Mote 15
to the financial statements.

. Earned revenue

Earned revenues arise from exchange transactions which occur through the provision of goods and services
for a price, and are deducted from the full cost of DOL's major programs to arrive at net program cost.
Earned revenuss are recognized by DOL to the extent reimbursements are payable from other Federal
agencies and from the public, as a result of costs incurred or services performed on their behalf. Major
sources of DOLs earned revenue include reimbursements to the Federal Employess’ Compensation Act
Special Benefit Fund from Federal agencies for the costs of disability compensation and medical care
provided to or accrued on behalf of their employees, and reimbursements to the Unemployment Trust Fund
from Federal agencies for the cost of unemployment benefits provided to or accrued on behalf of their
former employess.

Also, as the federal government engages in increasingly complex events, the need
to require disclosures may increase. For example, various states rely on direct and
indirect resources from the federal government and could become more dependent
on the federal government as economic conditions deteriorate. Moreover, the CFR
includes disclosures for the government’s beneficial interest in the American
International Group stock held by a trust that Federal Reserve Bank of New York
established.® However, existing disclosure requirements do not address this activity.
Citizens and citizen intermediaries have an interest in understanding this information
and disclosure may be beneficial in assisting them.

Staff will consider the above matters in evaluating disclosures. Using a survey of
preparers and auditors, staff plans to develop an inventory of disclosures for
evaluation. Next, staff plans to rely on focus groups to develop enhancements. See
Attachment II: Plan for Evaluating Disclosures. Because the Board has not indicated

® See Financial Report of the United States Government, pp. 55 and 74.
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a need for a change in the role of disclosures in current practice, the scope of the
project does not include determining whether items in the disclosures should be
presented on the face of the financial statements.

Other Efforts to Reconsider Disclosures

The FASAB’s plan to reconsider disclosures will not be the first. The GASB
reconsidered their exiting disclosures in the 90’s. The initial focus of the project was
to, “identify disclosures that were unnecessary and users of governmental financial
statements did not consider when making decisions.”'® The GASB conducted 12
focus group discussions with different types of users and determined that
disclosures were not too voluminous and additional disclosures were needed.""

Subsequently, the GASB organized a task force and deliberated the usefulness of
existing disclosures. The GASB considered research reports, focus group sessions,
and the task force discussions. Consequently, the GASB decided to revise the
focus of the project to consider ways of enhancing existing disclosures and requiring
new disclosures for areas where disclosures were not complete.’?

Staff has considered the GASB approach in developing a plan for evaluating
disclosures. Primarily, staff intends to initially focus on existing disclosures identified
by preparers and auditors rather than seeking input from various types of users, see
Attachment II: Plan for Evaluating Disclosures beginning on page 39. Agencies
have expressed a concern with the cost of providing information, and staff believes
that by seeking initial input from various users, additional disclosures may be
determined. Additional disclosures may require additional agency resources to
present the information.

9 GASB Statement 38, Certain Financial Statement Note Disclosures, par. 21.
1" .

Ibid, par. 24.
"2 |bid, par. 26.
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Appendix I: Example Direct Loans and Loan Guarantee Disclosure

Excerpt from the U.S. Department of Housing and Urban Development Performance
and Accountability Report FY 2009

NOTE 7 - DIRECT LOANS AND LOAN GUARANTEES, NON-FEDERAL
BOREOWERS

HUD reports direct loan obligations or loan guarantee commitments made prior to FY 1992 and
the resulting direct loans or defaulted guaranteed loans, net of allowance for estimated
uncollectible loans or estimated losses.

Dhrect loan obligations or loan guarantee commitments made after FY 1991, and the resulting
direct loans or defaulted guaranteed loans, are governed by the Federal Credit Reform Act of
1990 and are recorded as the net present value of the associated cash flows (1.e., interest rate
differential, interest subsidies, estimated delinquencies and defaults, fee offsets. and other cash
flows).

The Federal Housing Administration, (FHA) ensures Home Equity Conversion Morigages
(HECM), also known as reverse mortgages. These loans are used by senior homeowners age

62 and older to convert the equaty in their home into monthly streams of income and'or a line of
credit to be repaid when they no longer occupy the home. Unlike ordinary home equity loans, a
HUD reverse mortgage does not require repayment as long as the home 15 the borrower's
principal residence.

The FHA also adnunisters the HOPE for Homeowners (H4H) program. The program was
established by Congress to help those at risk of default and foreclosure refinance into more
affordable, sustainable loans. The principal obligation of all mortgages insured under the H4H
program may not exceed 300 billion. The H4H program was established by the Housing and
Economic Recovery Act of 2008 and signed into law on July 30, 2008. Under the H4H program,
eligible homeowners mayv refinance their current mortgage loans mto a new mortgage insured by
FHA The program requires borrowers to share with HUD a portion of the equity created upon
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Excerpt from the U.S. Department of Housing and Urban Development Performance
and Accountability Report FY 2009 (cont.)

the 1ssnance of the new FHA msured loan as well as a pertien of any future appraciation on the
subject property.

The following 13 an analysts of loan recervables, loan guarantess, labality for loan suarantess,
and the natwe and ameounts of the subsidy costs associated with the loans and lean suarantess for
fizeal vears 2009 and 2008
A, List of HUD's Direct Loan and/or Loan Guarantee Programs:
1. FHA
a) MMWICWHI Direct Loan Progiam
b) GI'SRI Direct Loan Program
¢} MMI'CMHI Loan Guarantes Program
d) GI'SRI Loan Guarantes Program

e} H4H Loan Guarantes Program

f) HECM Program

pa

Cmmis Mas

Houwsmg for the Elderly and Disablad
4. Low Bent Public Housing Loan Fund
5. All Other

[}

a2} Revolving Fund

k) Flexable Subzidy

¢} CDBG, Sechon 108(k)

d) Indian Houzing Loan Guarantee Fimd

e} Loan Guarantee Recovery Fund

f) Watrve Hawaiian Housmg Loan Guarantee Fund

Title VI Indian Housing Loan Guarantes Fund

m,

h) Gresn Betrofit Doect Loan Program
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Excerpt from the U.S. Department of Housing and Urban Development Performance
and Accountability Report FY 2009 (cont.)

B. Direct Loans Pre and Post Credit Reform Act 1990 (dellars m millions)

100%
Allowance for Value of
Loams Subuidy Cose Assets
Receivable, Imterest {Presen Foreclozed Related o
Direct Losn Programs Gross FReceiwable Walue) Properry  Diirect Loans
FHA
) MMICHMI Diwct Loaz Program 3 - % 1 % ] - 3 £
b} GI'SERI Dimect Loaz Progmem 13 4 () - £
Eousing for the Eldsdy and Disabled 3.505 3B (13} 1 3,532
Low Bent Poblic Housz=g Loans 1 1 - - p-
Al Ochar
2) CPD Bovobring Fund 3 (1 o] 1
b) Flaxile Sabsidy Fund &9 11 (#3) i
) Green Ratrofit Progran: - R - - -
Toesd £ 4134 3% 54 % (574) § 1 % 3,616
I00E
Allowance for Value of
Loams Subuidy Cose Assets
Receivable, Imterest {Presen Foreclozed Related o
Direct Losn Prosrams oo Feceivable Valuz) Properov Dhirect Loans
FHA
2) MMI'CHMI Diect Loaz Program £ 15 - 5 5 - 3 3
b} GI'SERI Dimect Loaz Progmem 13 4 (%) - 12
Eousing for the Eldsdy and Disabled 3543 48 (12 - i T
Low Bent Poblic Housz=g Loans 1 1 - - p-
Al Ochar
2) CPD Bovobring Fund 3 - o] 1

b) Flaxile Sabsidy Fund 515 10 (555 .
Toesl 5 4589 3§ 63 § (585) § 1 % 4,068
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26

Excerpt from the U.S. Department of Housing and Urban Development Performance
and Accountability Report FY 2009 (cont.)

. Defaulted Guaranteed Loans from Pre-1991 Guarantees (Allowance for Loss Method)

{dellars m millions)

2068

Defanlied Curremt Year Foreclozed D fanlred
Gosranreed Loans  Inserese  Allovance for Loan  Propersy, Cusrameesd Loams
Feceivable, Gross  Receivoble andIneeresc Loszes et

FReceiwable, Met

FHA
a) MMICMET Fands ] e 5 I {15 5 15 § 26
1) (/5RI Fuzds, Exhidng HECM L6 mz (2.168) 2 T3
) E/ER] Fonds, HECAM 4 2 L 2 T
Total 3 1,708 % T % {2151y 3 5 146
1003
Diedfmlred Currens Yesr Foreclesed Defaulted
GoarssteedLeans  Iorerest  Allowance for Losm  Propercy, Cuaranoeed Loams
Feceivable Gross  Receimble  ssd Interest Losses Net Fecenmble Net
FEA
) MIMI'CWHL Famds 3 16 % is 1 % & 5 n
b} &SR] Fands, Bxcleding FIECM 2786 182 (™44 3 13
5 ‘. -

) &'SEI Fuzds, HECH 2 1 B
Toesl -] 1817 % 187 § (745) & 12 % 2274
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Excerpt from the U.S. Department of Housing and Urban Development Performance

and Accountability Report FY 2009 (cont.)

D, Defaulted Guaranteed Loans from Post-FY 1991 Guarantees (dollars m nullions):

FHA
1) MM I'CMHI Funds
b)) &'5RI Fands, Excinding HECM
<} GI'SBI Fuzds, HECM

Al Otber

Toeal

FHA
2} MMI'CMHI Funds
b)) &SR] Funds, Excluding FEECK
¢} GI'SRI Fuzds, HECM

Al Otber

Toeal

Total Credit Program Fecervables and Related Foreclosed Property, Nat

2008
Defanleed Value of
Guaranteed Allowsmce for Assers Relared
Loans Subuidy Cost  Foreclosed o Defauleed
Receiwble, Interest (Prezent Property,  Guaranteed
Graoss FReceimable Value) Grozs Loans
5 M % - 5 (3.16%) % 4575 % 170
623 - 478) 2Bl 428
72 418 (23 k1] s
L 1937 § 418 § (3.,866) § 5187 & 3,636
2008
Drefauleed Value of
Goaranteed Allomsmice far Anvers Reladed
Loans Subsidy Cost  Foreclosed o Defauleed
Eeceiwmhble, Interest (Prezent Property,  Guaranteed
I:-kr-u_s 5 F.rrﬂblr 'I.'s_luej Cross Lozn:
5 403 % - 5 (2.21%) 8 405 % 2237
353 1 (578) 40 e
363 m ] 13 768
L 1363 § 178 § (1884) § 4468 % 3,213
2009 2008
i 8058 0 565
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Excerpt from the U.S. Department of Housing and Urban Development Performance
and Accountability Report FY 2009 (cont.)

E. Guaranteed Loans Outztanding (dollars 1m nullions)

1009
Outs tmding
Principal,

Gaaranteed Losms, Amount of Outs tanding
Loan Coarapees Prosram: Face Value Principal Gaarastesd

FHA Progmue
&) MMLCMHI Funds 3 TILEXT L1 674,638
b)) (@'5FI Funds 02,341 ELG03
) H4H Progam 4 4
ATl Crber 3531 1525
Total 3 307.723 g T60.771

1008
Outs tnding
Principal,

Gaaranteed Losms, Amount of Outstanding
Loan Cuarantes Prosram: Face Value Principal Gaarantesd

FHA Prozmne
) MWLCMHL Funds ] 479095 3 447,552
&) &@'SFI Funds 83,201 Mom
ATl Caher 3182 X

Total H 576378 ] E34504
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Excerpt from the U.S. Department of Housing and Urban Development Performance
and Accountability Report FY 2009 (cont.)

Home Equity Comersion Mortzage Loans Outs tanding -
Cummlative
1009 Curment Year Cument Oatstanding Madrmn Potental
Loapn Guamnptes Proprame Endossements Balance Liahility
FHA Prograns H 30,080 1 0877 3 102,500
Cumulative
1008 Cument Year Cument Oatstanding Madrmn Potental
Loan Guarantes Prosrane Endors ements Balance Liahility
FHA Prograns H 24,156 1 43741 3 T1.736
New Goaranteed Loans Dasburs ed (Corrent Reporting Year):
Otz tanding Principal, Amount of Out: tanding
Loan Guaramiee Prosrame Goaranteed Leans, Face Valoe Frincipal Guaranteed
FHA Programs
) MMI'CMHI Funds ] 130,385 ¥ 325087
b)) G'SRI Funds a2 6902
) H4H Prozmm 4 4
All Ocher 507 2]
Total 3 117918 § J35 629
New Goaranteed Loans Dasbars ed (Prior Reporting Year]:
Otz tanding Principal, Amount of Out: tanding
Loan Guaramiee Prosrame Goaranteed Leans. Face Valoe Frincipal Guaranteed
FHA Programs
) MML'CMHI Funds ] 171,825 § 167,352
b) &SR Funds 12907 L1G50
All Ceher 484 455

Total 3 155,118 5 180,487
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Excerpt from the U.S. Department of Housing and Urban Development Performance
and Accountability Report FY 2009 (cont.)

F. Liability for Loan Guarantees (Estimated Future Default Claims, Pre-1992) (dollars

nullions):
1000
Liabilities for Losses oo Liahilities for Loan Total
Pre-1991 Cuarambees, Cuaramtees for Post- Liabiliges
Es timwted Future Diefault 1801 Goarantee: Far Loan
Loam Guarantee Prozrams Claims (Present Value) Cmaramtess
FHA Proprans 5 135 ] EER: ] 1 3402
All Other - 131 131
Tatal 5 136 3 40T 0 M1:
1008
Liabilities for Losses oo Liahilities for Loan Total
Pre-1991 Coarantees, Cuaramtees for Post- Liahiliges
Es timwted Future Diefault 1801 Goarantee: Far Loan
Losm Guarantee Prosrams Claims (Present Valwe) Caarantess
FHA Proprans 5 183 3 18,302 1 19485
All Other - 123 125
Tatal 5 153 ] 10430 ¥ 19613
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Excerpt from the U.S. Department of Housing and Urban Development Performance
and Accountability Report FY 2009 (cont.)

. Subszidy Expense for Post-FY 1991 Loan Guarantees:

Subsidy Expense for Cinzent Year Loan Guarantess (dollars in mollions):

1009
Endors ement Diefanle Frez COrcher Subaidy
Losn Guarsmee: Programs Amoumt Component  Compomen:  Commpement Amoune
FHA
) MMICMET Funds, Echiding HECM  § B0 8 boal £ [13E9 f 3496 8§ (151}
i) MMI'CMHI Funds, EECM 30,080 L3 (1457 - 414}
¢} Z/8R] Funds 6342 25 (350 1 (148
) H4H Progmam 4 1 - - 1
All Other - 1€ - - 15
Tatal 2 67410 5 11254 & (15448 & 3497 % (68.4)
Subsidy Expense for Prior Year Loan Guarantees (dellars m pullions)
1008
Endors ement Diefanle Feez Orcher Suhsady
Losn Guarsmees Programs Amoumt Component  Componen Compezent Amount
FHA
a) MM ICMET Femnds £ 17187 % 446 £ (6500 & LE0 § (435)
&) @/5RI Fuzds, Exchading HECM 13,883 435 [56E) - {131}
o}/ 5R] Funds, HECM 24311 486 (548 - (462)
Al Cihar - 12 - 12

Toral i 110068 5 3478 2 N 1610 3§ (1,016
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Excerpt from the U.S. Department of Housing and Urban Development Performance
and Accountability Report FY 2009 (cont.)

Modification and Fe-estimates (dollars in mdllions)

oe
Taital Interest Rate Techmical Total
Loan Guarantee Frograms Modifications  Fe-esfimates  Re-esmates  Fe-estimates
FHA
) MMI'CWEHI Funds 5 (an 5 - g T -] 5912
b GSRI Funds {5) - 3138 EREY
All Qrher - - {15 {15
Total 3 268 & - 5 10297 5 loge
2008
Taital Interest Rate Techmical Total
Loan Guarantee Programs Mbdifications  Fe-estmates  Fe-estmates  Fe-sshimates
FHA
) MMI'CWEHI Funds 5 - 3 - g 630 -] 8,550
b) E@/58I Funds - - L7e LA
All Orher - - [ ]
Total 3 - £ - 5 10350 % 10350

Total Loan Guarantes Subsidy Expense (dollars i mellions)

Loam Cuarantee Programs Corrent Year Prior Year
FHA
) MMLCMHI Funds ¥ 6,347 1 8215
by Z5RI Funds 1538 1,114
) H4H Program 1 -
All Cther 5 1 3 3

Total H 0335 H 2334
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Excerpt from the U.S. Department of Housing and Urban Development Performance
and Accountability Report FY 2009 (cont.)

H. Subsidy Rates for Loan Guarantees by Programs and Component:

Budsat Subsidy Eates for Loans Guarantes for FY 2009

Fees samd Ofher
Loam Cuarantes Program Diefanlt CollecGoms Oiher Total
FHA Programe
ML CWHL
Single Farnily 4 412% L0 0003
HECM 345 “482% -3
GI/5EI
Mulrifamiby 0001
414% -504% -1.10P5
147 476 -1
147% 476 -1
Section 232 338 -54R% -1
Secripn 242 2.63% -514% -151%
H4H
Single Farly - Sactisn 257 24 -341% -061% 1338%
All Other Frograme
CDBG Section 108{1) 226% -1
Loan Guamntee Recovery 5000% 50000
Ind@n Housing 152 1574
Mative Hawnzan Housing 252 150
Title VIIndian Housing 12345 1132
(Green Petroft Direct Loan Proemm BoE2% AN

The subzidy rates above pertain only to FY 2009 cohorts. These rates cammot be applied to the
uarantees of loans disbwzed durmg the cmrent reportng yvear to vield the subsidy expenze. The
subsidy expensa for new loan gnarantees reported in the current year could result from
disbursements of loans from beth current vear coliorts and prior year(s) cohort. The subsidy
axpense reportad in the omrent vear also includes modifications re-sstimates.
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Excerpt from the U.S. Department of Housing and Urban Development Performance
and Accountability Report FY 2009 (cont.)

I. Schedule for Reconciling Loan Guarantee Liability Balances (post 1991 Loan

Guarantees) (dollars in mullions):

Eezinning Balance. Changes and Ending Balance Fi 2008 FY 2008
Bezmping balance of the loan puamntes lisbility L] 19.613 L] 7551

Add- subsidy expense for guanantead loans
disbursed dunng the reporting years by Ccomponent:

() [nterest supplement costs - 5467
() Defanlt costs (net of recovenss) 11254 (B.102)
() Fees amd other collections (15448 ]
(d) Crhe subsidy costs R -
Tomlofthe above subsidy expense components i (653 ] (1015
Adjnstments:
() Loan guaranies modifications [E]] -
(k) Fees Fecemvad A | 2480
(c) Interast supplerental paid - -
(i) Foreclosed property and boans acquined EL 4,583
(e) Clamm payments to lendars (10487 (B.450)
() Interest aconmulation on the abdity balance L.oes 167
(g) Cber 113 &7}
Ending balance of the subsidy cost allowance before re-estirmies SO ] 2108

Add or Subiract subsidy re-estimates by component
() [nterest mie re-astmate
(b) Tecknical defult re-estimane
(c) Admsiment of poor years credit subsity re-es tertes
Total of the above 12-esimale COMPODEDLs
Ending balance of the subsidy cost allewimce $

J. Administrative Expense (dollars m millions)

Fy 2008 FY 2008
Loan Giarawtee Program
FHA 5 583 5 505
AL Crhar - 1
Total 5 Eas § 506
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Appendix Il: Example Environmental Cleanup and Disposal Liabilities Disclosure

Excerpt from U.S. Department of Energy Agency Financial Report FY 2009

I5. Environmental Cleanup and Disposal Liabilities

{$ in millions)
FY 2000 FY 2og8

Environrmental Managerment Pragram
Other legacy environmental liabilities
Tatal legacy environmental labilitie s
Active and surplus facilities
Tokal ervironmental cleanup and disposal liakilitie s
Amount funded by current appropriations
Total unfunded environmental clemup and disposal liabilities

Changes in environmental cleamup and disposal Babidities

Total ervironmental cleanup and disposal liabilities, beginning balance
Changes to ervironmental cleanup and dispesal liability estirmates

Erwirenmental Management Program
Other kgacy environmental liabilities
Active and surplus facilities

Total changes in estimates et 23 wazn

Caosts applied to reduction of legacy environmental lHabilitie s ®=2=

Capital expenditures related to remediation activities
Total envircnmental cleanup and disposal liabilities

During World War Il and the Cold War, the U5, developed
arnassive industrial complex o research, produce, and test

v kar weapons, The nuckar weapors complex included nuclkar
reactors, chemical processing buildings, metal machining plants,
labeoratories, and rmaintenance facilities that manufactured tens
of thousands of nuclear warheads and conducted more than ore:
thousard nuckar tests,

At all sites where these activities took place, some
ervironmental contamination eccurred. This contamination
was caused by the production, storage, and use of radicactive
materials and hazardous chernicals, which resulted in
contamination of scil, surface water, and groundwater. The
ervironmental legacy of muclear weapons production alse
includes thousands of contamirated buildings and large
velumes of waste and special muclear materials requiring
treatrnent, stabilization, and disposal. Appronimately ane-half
million cubic meters of radioactive high-level, mixed, and low-
level wastes must be stabilized, safeguarded, and dispositioned,
including a quantity of plutonium sufficient to fabricate
thousands of nuclear weapons,

Asmempiions and Uncerfainties

Estimating the Department's ervironmental cleanup liabilite
requires making assumptions about fubure activities and is
inherently uncertain. The future course of the Departrment’s
ervironmental cleanup and disposal will depend on a

nurnber of fundarmental technical and palicy choices, many
ofwhich have not been made.  The cost and environmental
implications of alternative choice s can be profound. For
example, some contamirated sites and facilitie s could be
restored to a condition suitable for any desired use; they could
alse be restored to a point where they pose no near-term

§ 180071  § 185503

57734 51,173
137,806 T
20,852 A5
§ I6TERT  § 266081
PR - N v 13 N
3 Z6RTEE  F 26330

§ 66081 F 2E3A03

a44 2,786

7244 6,108

=1 307

§ 0 &80 F 92
(5,628) (5,313)
(L4755 (140

4 26TEE7 § I6ROEL

health risks to surrounding communities but are essentially
surrounded by fences and left in place. Achieving the former
conditions would have a higher cost but may, or may not,
warrant the costs, or be kgally required. The estimates
reflect applicable decisions and current expectations as to the
extent of cleanup and site and facility reuse, which include
consideration of Congre ssioral mandate s, regulatory direction,
and stakeholder input. The environmental liability estimates
include contingency estimate s intended to account for the
uncertainties associabed with the technical cleanup scope of
the program.

The erwironrmental liability estirmates are dependent on annual
funding levels and achievernent af work as scheduled. Congressional
appropriations at kever than anticipated levels or unplanned deluys
in project commpletion would cause increases in lik-cycle costs,

The liabilities as of Septemnber 30, 2000, and September 30, 2008,
are stated in FY 20089 dollars and FY 2008 dollars, respectively,

as required by generally accepted accounting principles for
Federal entities. Future inflation could cause actual costs to be
substamtially higher than the recorded liability.

Commeponenis of the Linhility
Erwironmental Management Program Esfimates

EM i responsible for maraging, the legacy of cantarm ination from
the nuclear weapons complec As such, EM manages thousands
af contarninated facilities formerly used in the nuckar weapons
prograrm, oversees the safe maragement of large quantities of
radicactive weste and nuckar materials, and is responsible for
the cleanup of lurge wolumes of contarninated soil and water. The
FY 2060 EM life-cycle cost estimate reflects a strategic vision

35
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Excerpt from U.S. Department of Energy Agency Financial Report FY 2009 (cont.)

tovcomplete this cleanup mission. This strategy provides fora
site-ba-site: projection of the work required to complete all EM
projects, whil complying with regulatory agreements, statutes, and
regulations. These projections have been documented in dekailed
phns Each project estimate includes detailed projections of the
technical soope, schedule, and etimable costs at each site for the
cleanup of cortarninated soil, groundwater, and cilities; treaking,
storing, and disposing of wastes; and maraging nuclear materials.
The estimates also include costs for relaked support activities such
as landlord resporsibilities, program maregement, grants and
cooperative agreements for participation ard oversight by Mative
Arnerican tribes, regulatory agencies, and other sakeholders

Crver the past several vears a number of rmanagerment reforms have
teen implemented within the EM program. These reforms inchde:
{1) redefining and aligning acquisition strategies; (2) instituting
robust project management practices and procedures in executing
the clearup program; and (3) implernenting a strict configuration
conibrod systern for key managernent parameters of the cleanup
program. In FY 2009, progress toward s irmproving efficiency and
maragement of the program continued. Field offices have: pre pemred
technical estimabes that describe in detail the activities, schedule,
ared resources required to complete the EM cleanup mission at the
respective sibes, In addition, EM has implenented an earred value
maragement reporting systemn bo continucusly evaluate whether
clezmup progress rernains on schedule and within budget. In
addition to the assurnptions and uncerainties discussed above, the
following koey assumptions and uncertainties relate to the

EM estirnakes:

* The Department has identified approsdmately 10,500 potential
release sites from which contamirants could migrate into the
ervironment. Although virtually all of these sites have been at
kast partially characterized, final rermedial action and regulatory
decisions have not been made o1 many sites, Site-specific
assumptions regandirg the amount and tepe of contamination
and the remediation technologies that will be utilized were used
inestimating the ervironmental liability related to these sites.

-

Cost estirmates for manegernent of the Departrnent’s high-level
waske are predicated upon assumptions as tothe timing and rate
af acceptance of the wiste at a geclogic repository. Changes in
high-level waste disposition plans could cans: EM project costs to
increzee,

-

Estimates are based on remedies considered techmically and
ervironmentally reasorable and achievable by kocal project
managers and appropriake regulakory authorities.

-

Estimated clearup costs at sites forwhich there is no current
feasible remediation approach are excluded from the estimates,
although applicable stewardship and rmonitoring costs for these
sites are inchuded. The cost estimate would be higher if some
remediation were assumed for these areas. However, because the

Departrnent has not identified effective remedial technolagjes for
thiese sites, no basks for estimating costs is mailable. An example
of a ste forwhich cleanup costs are excluded & the nuckar
explosion test area at the Mevada Test Site.

Changes to the EM estimates during FY 20658 and FY 20608 resulted
from inflation ad justrents to reflect constanit dollars for the current
year; improved and updated estirrates for the same soope afwork,
including changes wsulting from deferral or acceleration ofwork;
revisiors in technical approach or scope, including provisions for
increzses in the cost and duration of high-level waste: programs

ared related increases in contingency estimates; regy btory changes,
cleanup activities periormed; scope transfers inko the EM estimates;
and additions for facilities transkrred from the active and surpls
category discussad below,

other v Lich i

The WWFA establ Bhed the Departments responsibiliky to provide
far permanent disposal of the Nation's highdeve] mdicactive waste
and spent nuckar fuel. The Act requires all owners and generatars
aif high-lewel nuclear waste and spenit nuclkear fuel, including the
Department, bo pay their respective sharesof the: full cost of the
prograrn. To that end, the Act establishes a fiee on cwners and
generatars that the Departrrent must collect and annual ly assess to
determine its adequacy, The Department’s liability reflects its share
aif the estimated fubure costs of the program based on its iventory
aif high-lewel waste and spent nuickar fuel. The Departrrent’s Liability
dases ot inchade the portion of the cost attributable to other ceners
and gererators,

Changes to the high-level weste ard spent nuckear fuel disposition
liability during FY 2008 and FY 2008 resulted from inflation
adjustrents to reflect current year constant dollars, revisions in
technical approach or soope, changes in the Department s allocable
percentage share of future costs, and achual costs incurred by the
Departrment that were allocated to the Department’s share of the
liability.

Other legpoy liabilities include the estirmated cleanup and post-
closure responsibilities, including sureeillance and rmonitoring
activities, soil and groundwater remediation, and disposition of
excess material for sites after the EM program activities have
been completed. The Office of Legacy Management (LM) is
responsible for the legacy activities at many of the EM closure
sites as well as other sites {former uranium mills and certain
sites rernediated by the Corps). The costs for these post-
closure activities are estimated for a pericd of 75 years after the
balance sheet date, i.e., through 2084 in FY 2009 and through
2083 in FY 2008, While some post-cleanup rmonitoring and
ather long-term stewardship activities past 2084 are included
in the liabilitg, there are others the Department expects to
continue beyond 2084 for which the costs cannot reasonably be
estimated.
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Excerpt from U.S. Department of Energy Agency Financial Report FY 2009 (cont.)

Also included in these lahilities are estimates for the disposition of
various maberials. The most significant of these maberials is surphas
plutonium.

Thee Low-Lewe] Badicactive Waste Policy Arnersdmeents Act of
1985 s signed resporsibility to the: De partment for the disposal
of cormmercially generated low-level wastes not suitable for near-
surface disposal. Although a final disposal path for this weste has
ok yet been determined, estimated costs for the range of disposal
optiores being evalueted have been inchaded in the liabiliy,

Active and Surplus Facilifies

This liability includes anticipated rerred iation costs for
active and surplus facilities managed by the Department’s
ongoing program operations ard which will ultirmately
require stabilization, deactivation, and decommissioning, The
estimate is lrgely based upon a cost-estimating madel which
extrapolates stabilization, deactivation, and decommissicning
costs from facilities included in the EM estimates to those
active and surplus facilities with similar characteristics. Site-
specific estimates are used when available. Cost estimates
far active and surplus facilities are updated each vear to
reflect current year constant dollars; the transfer of cleanup
and ranagement responsibilities for these facilities by other
programs bo EM, as discussed abowe; changes in facility sie

oF contamination assessments; and estimated cleanup costs
for facilities. For facilities mewly contarninated since FY 1997,
clanup costs allocated to fubure periods and not included in
the liability amounted to $627 million at Septernber 20, 2000,
and $558 millicn at September 30, 2008,

In Septernber 2006, the Federal Accounting Standards Advisory
BEoard (FASAB) issued Technical Bulletin 2006- 1, Recogrition
arnd Measiremendt of Ashestios-Relafed Cleanup Costs, which
requires Federal agencies to e stimate and record liabilities

b FY 20010 for rernoval and disposal of ashestas, including
non-friable (nok easily crumbled) asbestos, from their plank
and equipment, where removal and dispesal during or pricr

to demolition is kgally required. The Department has already
recorded such liabilities for a sizable portion of its facilities,
including facilities that are in the EM cleanup program,

active and surplus facilities contaminated with radicactive

or hazardous wastes, and ather facilities containing friable
ashestos (Mote 14, environment, safety and health com pliance
activities). In Septernber 2009, FASAR issued Technical
Bulketin 2009-1 which deferred for bwo years, the effective date
of Technical Bulletin 2008-1. The Department will recognize
in FY 2012 an additicnal liability for ashe stos mitigation in its
remaining facilities in accordance with the provisions of the
Technical Bulletin, but has not determined the amount of the
additional liabilite.
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Plan for Evaluating Disclosures
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Objective

To determine whether existing disclosure requirements should be (a) eliminated
because the required information is no longer relevant or useful or (b) revised to
improve the information the standard is intended to provide.

Scope

The scope of the project involves reconsidering disclosure requirements as a single
body of standards. Previously, disclosures were considered primarily in relation to the
individual pronouncement of which they were a part. Our reconsideration would include
requirements that were effective for periods ending in FY 2007 or earlier to allow
preparers and auditors time to gain experience applying the requirements. However,
the reconsideration would not include disclosure requirements currently being reviewed
as part of other FASAB projects, such as Evaluation of Existing Standards - Earmarked
Funds. In addition, the project does not include determining what disclosures may be
candidates for presentation on the face of financial statements.

Methodology

Staff will survey preparers and auditors to determine their views on the usefulness and
burden of disclosures (see Appendix |: Survey Questionnaire beginning on page 43 for
survey details) and identify at least five (5) disclosure topics and their respective issues
for evaluation. Staff believes that preparers and auditors have experience with the
information and could help develop an inventory of disclosure issues that should be
reconsidered. Upon completing the survey and developing the inventory, staff will
conduct 2 to 3 focus group discussions to determine how the selected disclosure issues
may be addressed. The focus groups will consist of analysts or citizen intermediaries.
As an alternative, if scheduling focus group discussions are not feasible, staff will
conduct structured interviews with 10 to 12 analysts.

Preparer and Auditor Survey

The preparer and auditor survey asks the participants to identify five (5) disclosure
topics that should be considered during the project. Also, participants will be asked to
briefly explain why they believe the disclosures should be candidates for the project.

To assist the participant in identifying the candidates for the project, staff will provide
them with the Disclosure Analysis Guide (see page 47). Completion of the Guide will be
optional and it would involve a series of four (4) suggested steps. The first step asks
participants to conduct an analysis of disclosures. The purpose of this step would be to
help the participants consider the full range of disclosures and to guide them in focusing
on specific issues of concern to users. The step would involve possible discussions
with stakeholders and a review of financial reports and other information.
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Second, to help prioritize the issues developed, the Guide provides participants with a
listing of disclosure topics to rate. The criteria used for the rating are as follows:

1. Whether the disclosure is useful to financial report readers.

2. Whether the disclosure is relevant or achieves the purposes for which it was
intended.

3. Whether the disclosure is costly to provide in audited financial statements.

4. Whether the disclosure primarily presents information that is provided in other
reports available to users.

As s result, low rated items may be candidates for evaluation during the project. See
Appendix II: Disclosure Topic Ranking Guide beginning on page 51 for the ranking
approach.

The third step asks participants to list the five (5) disclosures and the respective issues
regarding the disclosure that should be the focus of the evaluation. Also, the
participants will be asked to discuss any additional criteria considered in their rankings.

The fourth and last step asks participants to discuss any additional matters that the
FASAB should consider during the project.

Timeline and Deliverables

Figure 5: Timeline and Deliverables on page 42 present the estimated completion dates
and deliverables for the plan. Staff plans to begin the survey after November 15, 2010.
This would allow preparers and auditors time to complete the FY 2010 financial reports
and be able to consider their recent experiences in the survey.
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Figure 5: Timeline and Deliverables

Does the Board agree with the overall approach?

Preliminary Focus Groups Proposal for Exposure
Survey & Other Board Draft
Research Consideration
Survey of Conduct focus Estimated Issue Exposure
preparers and group August 2011 Draft
auditors. Est. discussions December
completion and other 2011
December research. Est.
2010 Completion
May 2011
Question 1
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Appendix I: Survey Questionnaire

The U.S. Federal Accounting Standards Advisory Board (FASAB) develops accounting
standards for federal entities after considering the information needs of users. The
FASAB developed its initial set of standards in the 1990’s and now believes it is time to
revisit those requirements. As part of the FASAB’s efforts to revisit the federal financial
reporting model, the FASAB is reconsidering disclosures to determine whether the
disclosures (notes to financial statements) should be (a) eliminated because they are no
longer relevant or useful or (b) revised to improve the information they provide. The
reconsideration includes requirements that were effective for periods ending in FY 2007
or earlier to allow users time to integrate the requirements into their analysis.

To assist the FASAB in this project, please complete the attached questionnaire and
identify the top five (5) disclosures that you believe the FASAB should consider for
evaluation. By December 15, 2010, please email responses to Ross Simms at
simmsr@fasab.gov. If you prefer to be interviewed instead of completing the survey,
please contact Ross by e-mail or at (202) 512-2512 to arrange a time to discuss your
experiences and insights.

If you have questions, please contact Ross Simms (simmsr@fasab.gov, or 202-512-
2512).

Survey Questionnaire

The objective of the FASAB disclosure evaluation project is to determine whether
existing disclosure requirements should be (a) eliminated because the required
information is no longer relevant or useful or (b) revised to improve the information the
standard is intended to provide. The project includes requirements that were effective
for periods ending in FY 2007 or earlier to allow preparers and auditors time to gain
experience applying the requirements. To assist the FASAB in this project, please list
five (5) disclosure topics that you believe should be considered during the project. Also,
please provide a brief description of why you believe the topic should be considered,
e.g. rather than stating that a disclosure is too long, discuss the items of information that
may not be needed and why. To assist you in identifying disclosure topics a Disclosure
Analysis Guide is attached. The Guide includes suggested steps and its completion is
optional.
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Five (5) Disclosure Topics you believe the FASAB should consider.
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Disclosure Analysis Guide (Optional)

Determine and analyze concerns regarding disclosures. Conduct or review
discussions with stakeholders, review financial reports, audit reports, and other
documents as necessary and determine concerns regarding disclosures in general
and particular disclosures. Discuss those concerns below (attach additional pages if

necessary). [Note: Please be specific in the discussion, e.g. rather than stating that a disclosure is
too long, discuss the items of information that may not be needed and why.]

Using the information gathered in Step |, complete the Disclosure Topic Ranking
Guide (see Appendix II: Disclosure Topic Ranking Guide on page 51), and identify
the Top Five (5) disclosure topics that the FASAB should consider for evaluation.

A. Column A. Column A of the Guide presents various topics that are presented in
federal financial reports. The topics are discussed in FASAB standards (see
http://fasab.gov/standards.html for FASAB standards), OMB Circular A-136,
Federal Financial Reporting Requirements, (see
http://www.whitehouse.gov/omb/circulars _index-ffm/), and the GAO/PCIE
Financial Audit Manual 2010 Checklist for Federal Reporting and Disclosures
(see http://www.gao.gov/special.pubs/gaopcie/). Also, space is provided for
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disclosure topics not listed. Please add the disclosure topic you believe should
be considered during the FASAB project and explain why the topic should be
included. Note that the scope of the project only involves disclosures that
were effective for periods ending in FY 2007 or earlier.

B. Column B. For each disclosure topic listed, Column B of the guide asks for your
views regarding the perceived usefulness of the information to financial report
readers. On a scale of 1 to 5, with 1 being not useful and 5 being very useful,
rate your perceived usefulness of the information in the disclosure. If the
disclosure topic is not applicable to your entity or you believe you do not have
enough experience regarding the matter, simply insert zero (0).

C. Column C. For each disclosure topic listed, Column C of the guide asks for your
perceptions regarding the relevance of the information or how well it achieves the
purposes for which it was intended. On a scale of 1 to 5, with 1 being not
relevant and 5 being very relevant, rate your perceived relevance of the
information in the disclosure. If the disclosure topic is not applicable to your
entity or you believe you do not have enough experience regarding the matter,
simply insert zero (0).

D. Column D. For each disclosure topic listed, Column D of the guide asks for your
perceptions regarding the cost of presenting the information in audited financial
statements. On a scale of 1 to 5, with 1 being very significant and 5 being less
significant, rate your perceived cost of presenting the information in the
disclosure. If the disclosure topic is not applicable to your entity or you believe
you do not have enough experience regarding the matter, simply insert zero (0).

E. Column E. For each disclosure topic listed, Column E of the guide asks for your
perceptions regarding the degree that the information is provided in other reports
available to users, e.g. most of the information in the disclosure is also presented
in a report to the Congress and the public. On a scale of 1 to 5, with 1 being
presented in its entirety and 5 being not presented, rate your perceived degree of
presenting the information in other reports available to users. If the disclosure
topic is not applicable to your entity or you believe you do not have enough
experience regarding the matter, simply insert zero (0).

F. Column F. For each disclosure topic, total the values inserted in columns B, C, D,
and E and note the topics with the lowest scores.
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lll. Using the lowest values noted in Column F of the Guide, list the five (5) disclosure
topics and any specific issues regarding the disclosure topic that should be the focus
of the evaluation project. If additional criteria were considered in the ranking please
discuss those as well.
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IV. Additional matters that the FASAB should consider. Please discuss any additional

matters the FASAB should consider in evaluating disclosures.

Question 2

Does the Board agree with the preliminary survey questions? If not, what
questions should be included or removed?




Appendix Il: Disclosure Topic Ranking Guide 51
Appendix Il: Disclosure Topic Ranking Guide
(A) (B) () (D) (E) (F)
Disclosure Topic Perceived | Perceived | Perceived Degree of Total
Usefulness | Relevance Cost Presentation Score
1t05 1to 5 1to 5 in Other Add
1 t 1 t 1 Columns
ot lovant | sianifionnt | (1t05) B, C, D,
usefu relevan significan . and E
5- V?'Y 5 I- veryt 5 —_fr_lot ¢ presented in | Low score
usefu relevan significan entirety items may
5 t be
N n(: d candidates
presente for
evaluation

Non-entity Assets

Fund Balance with Treasury

Cash and Other Monetary Assets

Investments

Receivables:

Accounts Receivable, Net

Taxes Receivable, Net

Interest Receivable, Net

Direct Loans and Loan Guarantees,
Non-Federal Borrowers

Inventory and Related Property, Net:

Inventory (primarily held for sale)

Operating Materials and Supplies

Stockpile Materials

Seized Property

Forfeited Property

Goods Held Under Price Support
and Stabilization Programs

General Property, Plant, and
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(A) (B) () (D) (E) (F)
Disclosure Topic Perceived | Perceived | Perceived Degree of Total
Usefulness | Relevance Cost Presentation Score
in Other
(1to 5) (1to 5) (1to 5) Reports Add
Columns
1 -not 1 -not _1 - very (1 to 5) B, C, D,
useful relevant | significant ) and E
5-very 5 - very 5-not presented in | Low score
useful relevant | significant entirety items may
be
5-not candidates
presented for
evaluation

Equipment (PP&E), Net

Stewardship PP&E

Other Assets

Liabilities Not Covered by Budgetary
Resources

Debt

Federal Employee and Veterans’
Benefits

Environmental Liabilities

Cleanup Cost Adjustments

Other Liabilities

Leases

Life Insurance Liabilities

Commitments and Contingencies

Earmarked Funds

Intragovernmental Costs and
Exchange Revenue

Suborganization Program
Costs/Program Costs by Segment

Cost of Stewardship PP&E

Exchange Revenues

Budgetary Resources Statement
Disclosures
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(A) (B) (€) (D) (E) (F)

Disclosure Topic Perceived | Perceived | Perceived Degree of Total
Usefulness | Relevance Cost Presentation Score
in Other
(1to 5) (1to 5) (1to 5) Reports Add
Columns
1-not 1-not | 1-very (1 to 5) B, C, D,
useful relevant | significant ) and E
5-very 5 - very 5-not presented in | Low score
useful relevant | significant entirety items may
be
5 - not candidates
presented for
evaluation

Custodial Activity Statement
Disclosures

Social Insurance Statement
Disclosures

Dedicated Collections

Restatements

Reconciliation of Net Cost of
Operations to Budget

Fiduciary Activities

Other
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