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MEETING OBJECTIVE
The objective of the meeting is to discuss priorities for the reporting model project and
agree on potential FASAB priorities from among the task force recommendations as well as
for the component entity phase of the effort.
BRIEFING MATERIAL
Attachment I – Summary Analysis of Task Force Recommendations
Attachment II – Analysis of Task Force Recommendations
BACKGROUND
FASAB initiated the reporting model project to determine necessary improvements to the
existing federal reporting model. To determine how best to improve the model while
balancing the cost and benefit of its decisions, the Board sought input from users and the
financial reporting community by:
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• conducting user needs studies to determine the information that users and
potential users sought to obtain about the federal government,
• monitoring the work of the Chief Financial Officer’s (CFO) Council in developing a
Statement of Spending for agencies, and
• organizing and considering recommendations from the Financial Reporting Model
Task Force.
FASAB organized the Financial Reporting Model Task Force in April 2010. The ninemember task force consisted of:
• the current Deputy CFO of Treasury,
• the former Deputy CFO of the Department of Agriculture,
• the first Controller of the Office of Federal Financial Management in the Office of
Management and Budget (OMB) and former FASAB member,
• a former senior leader from the Congressional Budget Office, who also was a
former FASAB member,
• the former Assistant Comptroller General of the United States for Accounting and
Information Management and Managing Director for Financial Management and
Assurance at the Government Accountability Office (GAO),
• the former staff director of the House Committee on Government Oversight,
• a former top OMB management official who was instrumental in performance
reporting concepts,
• the founder and CEO of the Institute for Truth in Accounting, and
• a former partner in a major CPA firm, which audits a significant number of federal
CFO Act agencies’ financial statements, and who chairs the Certificate of
Excellence in Accountability Reporting (CEAR) program sponsored by the
Association of Government Accountants.
The task force decided to make actionable recommendations to increase users’
understanding, access, and use of federal financial information while avoiding costly
requirements that do not add value. They began by considering the 2009 Financial Report
of the U.S. Government (CFR) because, for external users such as citizens and citizenintermediaries, it is a likely starting point in the search for federal financial information. The
task force agreed to form a subcommittee to review the detailed financial statements and
MD&A. The subcommittee recommendations were subsequently considered by the full
task force. The task force formally met eight times and discussed federal reporting issues
during the months of April, May, July, August, September, October, and November 2010.
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During FASAB’s October 2010 meeting, the task force presented preliminary draft
recommendations consistent with its objectives. The presentation included a preliminary
draft recommendation to adopt an electronic, Web-based reporting method. Features of
this method included: a central Web site for federal financial information which permits
users to select the appropriate level of technical information. Also, the Web site would be
searchable, posses drill-down capability, present machine-readable data, permit data to be
downloaded in different formats, use multimedia for explanations of financial statements,
and present some information using graphical and other user-friendly displays. FASAB
members discussed the benefits and need to implement this recommendation soon. In
addition, members noted that some initiatives along the lines of Web-based reporting have
been started.
Subsequent to FASAB’s October 2010 meeting, the task force noted that the nation is
engaged in debates concerning the government’s role in the economic future of the country
and federal financial and program performance information helps inform these debates. As
a result, the task force developed additional recommendations: (1) explore how best to
report additional government-wide program performance in management’s discussion and
analysis (MD&A) of the CFR or in another electronic government-wide presentation, and (2)
raise awareness of federal financial information. The task force believed that
enhancements need to be made soon so that the public can go into fiscal planning
deliberations being better informed about the financial health and performance of the
federal government.
In December 2010, the task force finalized its report which included the following 10
recommendations.
Recommendation
No.

Recommendation

1

Adopt an Electronic, Web-Based Reporting Method

2

Explore How Best to Report Additional Government-wide Performance
Information

3

Present a Functional Statement of Net Cost in the CFR with
Departmental Net Cost by Function as RSI

4

Establish Minimum Requirements for a Statement of Spending

5

Include Intergovernmental Financial Dependency in RSI

6

Enhance the Information Value of the Reconciliation of Net Operating
Cost and Unified Budget Deficit Statement through Re-labeling

3

Recommendation
No.

Recommendation

7

Reclassify the Information in the Statement of Changes in Cash
Balance from Unified Budget and Other Activities

8

Re-orient the Balance Sheet Display and Enhance Related MD&A
Discussion

9

Explain the Difference Between Net Position and Fiscal Gap

10

Establish a Federal Financial Information Web Site and Raise
Awareness of Federal Financial Information

FASAB discussed the report during the December 2010 meeting and deliberated priorities
and plans for the reporting model project which includes a review of disclosures. The Board
discussed its role with respect to the task force recommendations and determined that an
analysis of recommendations nos. 2 thru 9 was needed. The analysis should include a
discussion of the existing FASAB standards relevant to each of the task force
recommendations. In addition, the analysis should identify issues of questions the Board
should address if it takes action on individual recommendations.
Staff prepared an analysis of task force recommendation nos. 2 – 9, see Attachment I:
Summary Analysis of Task Force Recommendations and Attachment II: Analysis of Task
Force Recommendations. Attachment I is intended to provide a summary of relevant
considerations while Attachment II offers a comprehensive discussion.
NEXT STEPS
Staff plans to conduct steps as determined by the Board during its discussion.
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. I will be able to consider and respond
to your request more fully in advance of the meeting.
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Attachment I: Summary Analysis of Task Force Recommendations

Task Force
Recommendation
Recommendation 2:
Explore How Best to Report
Additional Governmentwide Performance
Information

Existing Concepts

Existing Standards

Concepts:

Standards:

SFFAC 2, “…operating performance
can be best met with financial
statements from
organizations/suborganizations and
programs”

SFFAS 15, “MD&A should
contain sections that address the
entity’s: mission and
organizational structure;
performance goals, objectives,
and results; financial statements;
and systems, controls, and legal
compliance. “

SFFAC 3 encourages references to
comprehensive performance reports as
a supplement to summary
performance information presented in
MD&A
SFFAC 4, “…it is particularly
fundamental that the CFR be timely
and understandable for citizens and
citizen intermediaries. The content
and structure of the CFR should be
clear and complete to citizens and
citizen intermediaries and the CFR
should be available on a timely basis.”

Impact:
Management has great discretion
regarding what to say in the
MD&A.

Impact:
Conceptually, operating performance
not viewed from a government-wide
perspective, but an agency and/or
program perspective.
Also, assumes that operating
performance and the Financial Report
of the U.S. Government (CFR) are
printed documents rather than an
electronic document with links and
“pop-up” displays of additional
information and the ability to be
refreshed throughout the year. Thus,
the CFR lists agencies and includes

1

Questions FASAB Might
Address
1.

Should the level of
flexibility afforded in the
MD&A guidance be
narrowed by providing
some minimum criteria?

2.

Should FASAB update the
discussion in SFFAC 3 in
light of the move to
electronic performance
reporting? Information may
be refreshed more
frequently than annually.

Notes

Attachment I: Summary Analysis of Task Force Recommendations

Task Force
Recommendation

Existing Concepts

Existing Standards

Questions FASAB Might
Address

references to the agencies for
information while citizens are not
familiar with the role of agencies and
the functions they administer.
Recommendation 3:
Present a Functional
Statement of Net Cost in the
CFR with Departmental Net
Cost by Function as
Required Supplementary
Information (RSI)

Concepts:

Standards:

1.

SFFAC 2 discusses the statement of
net cost and presenting net cost by
organization. Also, it illustrates net
cost by program and suborganization.

SFFAS 7 discusses gross cost
and earned revenue and
discusses reconciling obligations
and net cost.

What concepts will be
needed to address or prepare
for electronic reporting
issues?

2.

Impact:

SFFAS 32, Basis for Conclusion
assumes a printed document and
discusses the need for a concise
CFR.

How best to present
“spending” and receipts
information drawn from
budgetary reports?

3.

How to define the terms for
the reconciling columns
(terms for reconciling
outlays to net cost)?

4.

How best to present
information by function?

1.

How should a statement of
spending be categorized
(basic, RSI, or other
accompanying
information)?

2.

How should a statement of
spending relate to the other
statement?

3.

What minimum information
should be presented to

Net cost should be presented from an
organizational perspective rather than
a perspective that presents functions
of the entity. However, organizational
titles do not necessarily indicate the
functions being administered.

Impact:
Reconciliation of budgetary
outlays to net cost not considered
basic, accordingly reconciling
items are not defined.
The possibilities of providing
information electronically on the
Web are vast. Existing standards
may seem restrictive in terms of
the various perspectives that can
be presented as basic
information.

Recommendation 4:
Establish Minimum
Requirements for a
Statement of Spending

Concepts:

Standards:

SFFAC 2 states “...the most useful
information a flow statement could
present is the total and net costs of the
services,”

SFFAS 24, states that the
following elements are important
at the government-wide level: (1)
net operating revenue (or cost);
(2) the unified budget surplus (or
deficit); and (3) the change in the
government’s cash during the
period. Financial statements at
the government-wide level
should include a reconciliation of

SFFAC 6, to determine whether an
item of information should be
required, the Board should consider
among other things whether the item
is consistent with the reporting
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Task Force
Recommendation

Existing Concepts
objectives.
SFFAC 1 discusses the budgetary
integrity objective and subobjective1A states that financial
reporting should help readers
determine “how budgetary resources
have been obtained and used and
whether their acquisition and use were
in accordance with the legal
authorization” and the conceptual
guidance notes that outlay data may
help meet this objective.

Existing Standards
net operating revenue (or cost) to
the unified budget surplus (or
deficit) and a statement of
changes in cash balance from
budget and other activities.

Questions FASAB Might
Address
ensure that users understand
how the information relates
to other flow statements
presented?
4.

Also, the Basis for Conclusions,
discusses the distinction between
what budgetary basis information
should be presented at the
government-wide level and what
budgetary basis information
should be presented at the
component entity or agency
level.

What are the Board’s views
on what budgetary
information should be
presented at the
government-wide level
versus the agency level,
considering the differences
in financing?

5.

How best to achieve the
budgetary integrity
objective at the governmentwide level, given that other
government entities provide
budget-to-actual
comparisons?

Concepts:

Standards:

1.

SFFAC 1 discusses the stewardship
objective of financial reporting.

SFFAS 17, requires social
insurance information about the
solvency of state unemployment
insurance funds. This
information should categorized
as RSI.

What should be the
objectives of risk
disclosures?

2.

What should be the key
indicators or measures of
risk?

3.

How should decisions about
“Significant risk” be
framed?

4.

What narrative explanations
should be provided to help
users understand risks?

5.

At what level should risk
information be presented
(program, SLG, entity,
other.)

6.

Should FASAB help
enhance the quality of the

Impact:
Outlay data may be needed to help
meet the budgetary integrity objective.
However, past Boards believed that a
statement of net cost is the most
useful flow statement. Perhaps
outlays should be considered RSI.
Recommendation 5:
Include Intergovernmental
Financial Dependency
Reporting in RSI

Impact:
Information is needed to help users
understand the impact on the country
of the government’s operations and
investments; whether future budgetary
resources will likely be sufficient to
sustain public services and to meet
obligations as they come due, and
whether government operations have
contributed to the nation’s current and
future well-being.

SFFAS 8 requires reporting of
stewardship investments
(nonfederal physical property,
costs incurred for human capital
and research and development.).
This information remains in the
required supplementary
stewardship information
category,
Impact:
Existing standards require some
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Task Force
Recommendation

Existing Concepts

Existing Standards

Questions FASAB Might
Address

information about the risks of
partnering with states and local
governments (SLG) to provide
goods and services and about
stewardship investments.

Recommendation 6:
Enhance the Information
Value of the Reconciliation
of Net Operating Cost and
Unified Budget Deficit
Statement through Relabeling

Standards:

data being provided in other
reports by:
a.

defining and
measuring
intergovernmental
financial
dependency (IFD)
information

b.

attributing flows
and stocks to
geographical areas

c.

determining what
performance
information might
be provided

d.

developing
criteria for
narrative
explanations to
help users’
understanding.

1.

Should the level of
flexibility be narrowed to
ensure clarity in the
presentation?

1.

Should the Statement of
Changes in Cash Balance
from Unified Budget and
Other Activities be a

SFFAS 24 requires the statement
as basic information but did not
intend to provide prescriptive
guidance. Also, the statement
provided an illustration that task
force members believed to be
superior to the existing
presentation.
Impact:
Preparers have flexibility in
presenting the information.

Recommendation 7:
Reclassify the Information
in the Statement of Changes
in Cash Balance from

Concepts:

Standards:

SFFAC 6 states that the Board
determines the category (basic

SFFAS 24 requires the statement
as basic information.
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Task Force
Recommendation
Unified Budget and Other
Activities

Existing Concepts
information versus RSI) of
information.
Impact:
Board determination is needed to
reclassify the statement to RSI.

Recommendation 8: Reorient the Balance Sheet
Display and Enhance the
Related MD&A Discussion

Existing Standards

Questions FASAB Might
Address

Impact:

schedule in RSI, given a
limited audience for the
information?

The Board determined that the
information is essential for fair
presentation.

Concepts:

Standards:

SFFAC 2, provides an illustrative
balance sheet with liabilities and net
position as the bottom line, but does
not particularly discuss the purpose of
the balance sheet for the federal
government.

SFFAS 37 requires a discussion
of critical measures in a separate
section of the MD&A. The
government-wide entity should
present and explain total assets,
liabilities, and net position.

SFFAC 5 defines net position as the
“arithmetic difference between the
total assets and total liabilities
recognized in the federal
government’s or a component entity’s
balance sheet.”

Impact:

1.

What is the purpose of the
balance sheet for the federal
government?

2.

What should net position
inform a reader about the
federal government?

1.

Given the various types of
financial statements needed
to communicate the activity
and fiscal health of the
federal government, what
additional information
should be presented
(narrative, tabular, etc.) that
would help users understand
how the financial statements
relate to each other and help
reduce the risk of
confusion? The additional

The details of the MD&A
discussion may be determined by
the intended purpose of the
balance sheet and the Board’s
view of net position.

Impact:
Challenge in determining the role of
the statement from a federal
government perspective and how the
net position amount should be viewed.
Recommendation 9:
Explain the Difference
between Net Position and
Fiscal Gap

Concepts:

Standards:

SFFAC 1, the broad reporting
objectives require point-in-time and
forward looking information
(financial position, fiscal gap, social
insurance).

SFFAS 15 provides guidance for
the MD&A

SFFAC 2 discusses a point-in-time
balance sheet.

SFFAS 36 requires long-term
projections

SFFAS 17 requires long-term
projections

SFFAC 3, MD&A should make
financial statement understandable to
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Task Force
Recommendation

Existing Concepts

Existing Standards

a wide audience

Impact:

SFFAC 4, the CFR should be
understandable to the average citizen
and should be clear and complete.

Management has great discretion
regarding what to say in the
MD&A.

Impact:
Although the CFR should be
comprehensive to meet the reporting
objectives, the relationship among the
information, such as point-in-time and
long-term projections, should be clear.

To achieve the reporting
objectives, financial statements
present budgetary and accrual
basis information and long-term
projections. Explanatory
material may be needed to help
users understand the relationship
among the information
presented.

Management should anticipate
misunderstanding of the financial
statements given that some users may
be accustomed to financial statements
prepared in conformity to private
sector standards or accustomed to
budgetary reporting versus accrual
accounting.
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Questions FASAB Might
Address
information could include
discussing: the purpose of
each financial statement;
interrelationships among
components of financial
statements; and significant
differences in the
information provided in the
statements.

Notes

Appendix II: Analysis of Task Force Recommendations

Recommendation 2: Explore How Best to Report Additional Government-wide
Performance Information
Summary of the Task Force’s Recommendation
Explore how best to report additional government-wide program performance in
management’s discussion and analysis (MD&A) of the Financial Report of the U.S.
Government (CFR) or in another electronic government-wide presentation. The nation
is engaged in deliberations to determine the federal government’s future role in the
economy and society. Program performance measures presented within the CFR could
potentially help inform the national debate, especially if structured to provide information
on such matters as: the government’s effectiveness in achieving planned goals, and the
economy and efficiency of government operations.
Staff Analysis
The FASAB established guidance that permits a high level of flexibility in MD&A
reporting. However, the Board’s guiding principles for government-wide reporting
require a report with clear and complete content and structure. Clear and complete
content and structure is needed to help ensure that citizens and citizen intermediaries
understand the extensive activities of the federal government. The Board should
consider whether clear and complete content and structure could be best achieved with
highly flexible guidance.
Statement of Federal Financial Accounting Standards (SFFAS) 15, Management’s
Discussion and Analysis, provides guidance for reporting information in the MD&A. The
standard states:
MD&A should contain sections that address the entity’s:
• mission and organizational structure;
• performance goals, objectives, and results;
• financial statements; and
• systems, controls, and legal compliance. (par. 2 emphasis added)
The FASAB did not want the standard to be overly prescriptive. The Board believed that
“management should have great discretion regarding what to say about those topics…” 1
Also, the lack of specific criteria would permit management to have flexibility in dealing
with topics such as performance measurement. 2

1
2

SFFAS 15, par. 13.
SFFAS 15, par. 14.
1
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Additionally, while the scope of the standard appears to require operating performance
information at the government-wide level, conceptually, the Board has noted that the
operating performance objective may be best achieved by agency and program
presentations. FASAB determined that achieving the reporting objectives requires
financial statements from different types of entities. In Statement of Federal Financial
Accounting Concepts (SFFAC) 2, Entity and Display, the FASAB stated:
…operating performance can be best met with financial statements from
organizations/suborganizations and programs (although financial statements
at this level can also help readers evaluate the reporting entity’s budgetary
integrity). The objective of stewardship can be best met with a financial statement
for the entire government. Meeting the financial reporting objectives in their
totality requires financial statements from all of the types of reporting entities. 3
(emphasis added)
Given that achieving the operating performance objective can be best met with agency
or program level presentations, the 2010 CFR states:
Since programs are not administered at the governmentwide level, performance
goals and measures for the federal Government, as a whole, are not reported
here. The outcomes and results of those programs are addressed at the
individual agency level and can be found in each agency’s financial report. 4
Thus, the CFR lists 149 individual organizations and agencies and refers readers to the
agencies’ reports for program performance information. FASAB believes that citizens
and citizen intermediaries are the intended audience for the CFR and the content and
structure of the CFR should be clear and complete to those users. Specifically, SFFAC
4, Intended Audience and Qualitative Characteristics for the Consolidated Financial
Report of the United States Government, states
SFFAC 1 also provides that information should be reliable, relevant, consistent,
comparable, understandable and timely. While all of these characteristics are
important for all reports and all users, it is particularly fundamental that the CFR
be timely and understandable for citizens and citizen intermediaries. The content
and structure of the CFR should be clear and complete to citizens and citizen
intermediaries and the CFR should be available on a timely basis. For example,
to be timely, the CFR should be issued not less than annually and as close to the
end of the fiscal year as is possible.[footnote omitted] 5
However, adhering to these concepts was a concern of the task force.
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SFFAC 2, Entity and Display, par. 56.
Financial Report of the U.S. Government 2010, footnote 4.
5
SFFAC 4, Intended Audience and Qualitative Characteristics for the Consolidated Financial Report of the United
States Government, par. 9.
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The task force was concerned that citizens and other potential users seek a variety of
information from various perspectives and they are not familiar with the organizational
structure of the federal government. Presently, they would need to locate and review
each individual agency’s report to attempt to locate a program of interest to them. At a
minimum, citizens need a description of each agency’s mission and key programs to
help them know where to start their search. In addition, key public issues can change
from one reporting period to the next; therefore, a static listing of agencies with detailed
descriptions would not allow readers to efficiently track progress on previous issues.
Also, many users are interested in programs that involve multiple agencies. These
programs may be perceived as government-wide programs and how to locate
information on them is not clear from a listing of individual agencies.
For example, the international community is concerned about the financial management
of natural catastrophes because of their increasing costs and frequency 6 and Congress
noted that the U.S. faces significant risks from many natural hazards. 7 During 2010, an
earthquake in Haiti took the lives of over 200,000 people, destroyed the homes of over
a million, and is expected to cost billions 8 and concern about earthquake catastrophes
heightened in the U.S. While Congress, think tanks, and other groups are reviewing
natural catastrophic disaster risk mitigation efforts, a potential reader would need to visit
and research individual agency Web sites to learn about the performance of the U.S.’s
programs such as the National Earthquake Hazards Reduction Program (NEHRP). The
NEHRP involves four agencies and is managed by the Interagency Coordinating
Committee (ICC). 9
Further, the task force discussed two recent developments—plans to create a
performance portal (“Performance.gov”) website and the anticipated enactment of the
GPRA Modernization Act of 2010 (which has since been signed into law)—that together
will make performance information publicly available in electronic formats. The FY2010
President’s Budget addresses performance improvement and indicates, among other
things, that:
The Administration will create a Federal performance portal that provides a clear,
concise picture of Federal goals and measures by theme, by agency, by
program, and by program type. It will be designed to increase transparency and
coherence for the public, motivate improvement, support collaboration, and
enhance the ability of the Federal Government and its service delivery partners
to learn from others’ experiences and from research experiments. The
performance portal will also provide easy links to mission-support management
dashboards, such as the IT dashboard (http://it.usaspending.gov/) launched in
6

See Rebekah Green and Maria Petal, “Stocktaking Report and Policy Recommendations on Risk Awareness and
Education on Natural Catastrophes,” OECD Journal General Papers, Vol. 2008/3, 2009.
7
U.S. Congress, Committee on Science and Technology, Natural Hazards Risk Reduction Act of 2009, H. Rept.
111-424, February 26, 2010.
8
David Luhnow. “Haiti Quake Damage in Billions.” Wall Street Journal (Online), February 16, 2010,
http://www.proquest.com/ (accessed January 6, 2011).
9

See http://www.nehrp.gov/about/history.htm for additional information.
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the summer of 2009, and similar dashboards planned for other common
Government functions including procurement, improper payments, and hiring. 10
Development of performance.gov is underway and it is expected to be available to the
public later this year.
The Government Performance and Results Act was recently amended by the GPRA
Modernization Act of 2010. With respect to government-wide performance information it
provides for a Federal plan as well as web-based reporting in a single website for
agency and federal goals (Section 7). Also, plans and reports are not to be printed and
are required to be made available in machine readable form (Section 10). With respect
to federal government plans and goals, it states:
The Federal Government performance plan shall—
(1) establish Federal Government performance goals to define the level of
performance to be achieved during the year in which the plan is submitted and
the next fiscal year for each of the Federal Government priority goals required
under section 1120(a) of this title;
(2) identify the agencies, organizations, program activities, regulations, tax
expenditures, policies, and other activities contributing to each Federal
Government performance goal during the current fiscal year;
(3) for each Federal Government performance goal, identify a lead Government
official who shall be responsible for coordinating the efforts to achieve the goal;
(4) establish common Federal Government performance indicators with quarterly
targets to be used in measuring or assessing—
(A) overall progress toward each Federal Government performance goal;
and
(B) the individual contribution of each agency, organization, program
activity, regulation, tax expenditure, policy, and other activity identified
under paragraph (2);
(5) establish clearly defined quarterly milestones; and
(6) identify major management challenges that are Governmentwide or
crosscutting in nature and describe plans to address such challenges, including
relevant performance goals, performance indicators, and milestones.
These changes mean that a single source for performance information will exist on the
web, information will be updated with greater frequency than annually (e.g. quarterly),
and that government-wide goals will be established.
With the advances in technology, the challenge of locating program performance
information from the MD&A could be minimized without adding voluminous pages to a
report. For example, an E-MD&A or other electronic presentation could be integrated
10

See President’s Budget, Analytical Perspectives, Performance and Management, page 74.
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with an online catalog of programs, see Figure 1: Illustrative E – MD&A. Users could
conduct keyword or advance searches for a program or programs related to a particular
subject or perform searches by agency, see Figure 2: Illustrative E- MD&A Program
Performance Catalog. The catalog could have a description, cost information,
performance information, and other data of interest to citizens, see Figure 3: Illustrative
Program Page. This type of approach would reduce the burden of locating information
for a complex entity like the federal government while addressing the Board’s concern
for clear and complete content and structure. 11

Figure 1: Illustrative E – MD&A

11

Entities are moving toward electronic performance information reports. For example, the state of Virginia has a
performance Web site. See http://vaperforms.virginia.gov/. Also, at the December 2010 meeting, FASAB
discussed that the Office of Management and Budget is developing a performance Web site.
5
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Figure 2: Illustrative E- MD&A Program Performance Catalog

Source: Adapted from Catalog of Federal Domestic Assistance https://www.cfda.gov/?s=program&tab=list&mode=list
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Figure 3: Illustrative Program Page

Source: Adapted from National Earthquakes Hazard Reduction Program - http://www.nehrp.gov.

Other Government Entities
The Governmental Accounting Standards Board (GASB) also provided general, rather
than specific guidance to encourage management to report only the most relevant
information and avoid “boilerplate” discussion in the MD&A. However, GASB set forth
some specific reporting requirements. For example, GASB 34, Basic Financial
Statements—and Management's Discussion and Analysis—for State and Local
Governments, requires that an MD&A include condensed financial information derived
from the government-wide statements and comparing the current year to the prior year.
The financial information should include the following elements if relevant:
(1) Total assets, distinguishing between capital and other assets
(2) Total liabilities, distinguishing between long-term liabilities and other liabilities
(3) Total net assets, distinguishing among amounts invested in capital assets, net
of related debt; restricted amounts; and unrestricted amounts
(4) Program revenues, by major source
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(5) General revenues, by major source
(6) Total revenues
(7) Program expenses, at a minimum by function
(8) Total expenses
(9) Excess (deficiency) before contributions to term and permanent endowments
or permanent fund principal, special and extraordinary items, and transfers
(10) Contributions
(11) Special and extraordinary items
(12) Transfers
(13) Change in net assets
(14) Ending net assets 12
Conclusion/Recommendation
The federal government is complex and involves a wide range of issues and programs
and the data accessible to users is extensive. Also, with developments in technology,
the possibilities for content-rich presentations are virtually endless. Although FASAB
principles note that government-wide reports should be clear and complete to citizens,
the MD&A reporting guidance may not have the safeguards to ensure adherence to this
principle. Presently, citizens face challenges in locating and learning about required
program performance information and the net cost associated with that performance.
FASAB noted in SFFAC 3 that performance information is necessary for users to
understand why costs were incurred. 13 The Board should consider:
1. whether the level of flexibility afforded in its MD&A guidance should be narrowed
by providing some minimum criteria
2. updating the discussion in SFFAC 3 in light of the move to electronic
performance reporting that may be refreshed more frequently than annually
(currently, SFFAC 3 encourages references to comprehensive performance
reports as a supplement to summary performance information presented in
MD&A).

12
13

See GASB 34, par. 11.b.
SFFAC 3, par. 20.
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Recommendation 3: Present a Functional Statement of Net Cost in the CFR with
Departmental Net Cost by Function as RSI
Summary of Task Force Recommendation
Present net cost and spending (outlays) by function as a basic financial statement and
present net cost by function and department (or agency) in RSI. The current statement
of net cost in the CFR presents net costs by agency. However, users focus on the cost
of programs rather than the agency that conducts them. In addition, many users prefer
spending data and are unaware that sometimes large differences exist between what is
spent on a program and what a program costs. Presenting net cost by function and
department (or agency) in RSI would allow users to identify the departments most
relevant to the functions of interest to them.
Staff Analysis
FASAB should consider whether its principles for summarizing and communicating
government-wide net costs are adequate for guiding the Board in light of the information
that citizens and citizen intermediaries seek today and the manner in which they obtain
their information. The Board formulated its conceptual guidance in the early 90’s before
the common use of searchable, machine-readable media and the expectation that
information would be accessible almost immediately.
SFFAC 2 provides guiding principles for the Statement of Net Cost (SNC). Those
principles appear to focus on an organization and program perspective as follows:
The main purpose of a statement of net costs is to provide an understanding of
the net costs of each organization and each program that the government
supports with taxes and other unearned monies. Another important purpose for
the statement is to provide gross and net cost information that can be related to
the amounts of outputs and outcomes for the programs and/or organization.
Thus the statement of net costs should present the amounts paid, the
consumption of other assets, and the incurrence of liabilities as a result of
rendering services, delivering or producing goods, or carrying out other operating
activities. (par. 86)
The costs can be classified in a reporting entity’s statement of net costs by suborganization (assuming the reporting entity is an organization), by program, or
by object class, or any combination thereof. Object class, also referred to as a
“natural” classification, represents the nature or types of goods or services
acquired without regard to the organization involved or the program for which
they were used. Reporting of the sub-organization incurring the costs and/or the
purposes for which the costs were incurred generally provides more useful

9
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information than reporting on the types of goods or services acquired. (par. 87,
emphasis added)
In addition, SFFAC 2 presents an example statement of net cost. The example shows
net cost by program and suborganization. 14
Also, existing standards have focused on the presentation of information in a printed
document and called for a minimal level of information at the government-wide level.
FASAB believed that the CFR should be concise and disaggregated information should
be reduced. SFFAS 32, Consolidated Financial Report of the U.S. Government
Requirements: Implementing Statement of Federal Financial Accounting Concepts 4
“Intended Audience and Qualitative Characteristics for the Consolidated Financial
Report of the United States Government” Basis for Conclusions section states
This standard eliminates or modifies disclosure requirements that are useful for
assessing operating performance for a particular program within an agency. For
example, disclosures of restrictions on the use of foreclosed property and
average holding period for foreclosed property have been eliminated. Also,
disclosures of the gross cost associated with exchange revenue and certain
pricing policies have been eliminated. If information relevant to assessing
operating performance for individual programs were included in the CFR it would
not be concise. A concise CFR will be more appealing and therefore more
accessible to citizens and citizen intermediaries. The Board believes that
including references to other sources of information appropriately balances the
appeal of a concise CFR with the disaggregated information necessary to assess
operating performance. (par. 38)
In general, the specific changes reduce the level of detail provided regarding
specific assets and liabilities. Such disaggregated information is inconsistent with
SFFAC 4. For readers seeking additional detail for particular items, the Board
proposes to substitute a reference to component entity reports disclosing
significant detailed information about the item. (par. 39)
Accordingly, the 2010 CFR is consistent with these principles and presents cost by
significant entity. See Figure 4: Current Statement of Net Cost. In addition, the CFR
states that “budgets are prepared, defended, and monitored by agency.” 15

14
15

See SFFAC 2, Appendix 1-B.
Financial report of the U.S. Government 2010, p. 35.
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Figure 4: Current Statement of Net Cost
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However, to meet the needs of citizens and citizen intermediaries, disaggregated
information and the ability to present information from various perspectives may be
needed. For example, functions 16 have remained constant over the years and provide
a viable means of classifying costs for government-wide reporting. Functions classify
data based on the primary purpose of the federal activity regardless of the agency or
federal organizational distinction. Also, functions have historically been used to present
government-wide data. Historical Tables, Budget of the United States Government
Fiscal Year 2011 presents federal government outlays by function and notes that the
functional structure provides a “coherent and comprehensive basis for analysis.” 17 In
addition, think tanks categorize data in a manner similar to functions when analyzing
national issues. 18 Moreover, functions form the framework for Congress’ governmentwide budgetary decision-making. Congress uses functions as part of its budget
resolutions. 19
As noted previously, citizens and citizen intermediaries are not familiar with federal
agencies and the organizational structure of the federal government. They would like to
know about the cost of national priorities currently being presented by functions. For
example, they want to know the cost of defense, health, and social security. They also
want to see trend information and believe audiovisual presentations and graphics can
help their understanding of the federal government’s finances. In addition, additional
information such as performance information is needed to provide context for the costs.
Also, some citizen intermediaries focus on budgetary outlays or spending data. 20 They
monitor the rate of spending and the debt limit to determine the volume and maturity of
Treasury securities to be sold. Thus, multiple perspectives are needed to meet the
needs of citizens and citizen intermediaries and the advances in technology makes the
presentation of multiple perspectives possible.
To facilitate the Board’s consideration of the next steps for the reporting model project,
staff provided a series of Web pages that illustrate how net costs could be presented
electronically as the task force recommended. See Figure 5: Illustrative Net Cost
Home Page, Figure 6: Illustrative Net Cost Web Page, and Figure 7: Illustrative
Electronic Statement of Net Costs.

16

The term “function” refers to budget function which provides a means of classifying data according to the primary
purpose served.
17
Office of Management and Budget, Historical Tables, Budget of the U.S. Government Fiscal Year 2011,
Washington DC.
18
For example, see Center on Budget and Policy Priorities http://www.cbpp.org/cms/index.cfm?fa=view&id=1258.
19
Bill Heniff, CRS Report for Congress: Formulation and Content of the Budget Resolution, Congressional
Research Service, 98-512 GOV, May 1, 2007.
20
The terms outlays and spending are used interchangeably throughout this document.
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Think about:
Figure 5: Illustrative Net Cost Home Page

Should several years of data be
presented to help readers see trends?
What additional information should be
provided to help provide context and
facilitate citizens’ understanding of the
information, e.g. performance measures and
economic metrics?
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Think about:
Citizens find graphs very
helpful. Should graphics be
required or encouraged?

Figure 6: Illustrative Net Cost Web Page

14
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Think about:

Figure 7: Illustrative Electronic Statement of Net Costs

Think about:
The statement offers “drill-down”
capability. Is “drill-down” information
basic information like note disclosures?
If not, should it be labeled in a manner
that alerts the reader?

15

This illustrative statement has cost
and spending data by function. Is the
statement highly significant to the
reporting objectives and of high interest
to a wide audience?
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The task force’s recommended SNC provides information that citizens and citizen
intermediaries seek (see Figure 7: Illustrative Electronic Statement of Net Costs). The
statement presents, for each federal function, budgetary and accrual basis information
and significant differences between the two bases during the reporting period. The
statement presents spending (budgetary outlays), net costs included in past budgets,
net costs to be included in future budgets, and accrual basis net cost. Accordingly,
users can learn about the amount of budgetary outlays and net costs for each federal
function, and the activities of each function that causes significant differences between
the amounts, such as net costs that will require budgetary outlays in the future.
However, existing FASAB standards discuss “gross” cost and earned revenue. SFFAS
7, Accounting for Revenue and Other Financing Sources and Concepts for Reconciling
Budgetary and Financial Accounting states
Exchange revenue should be recognized in determining the net cost of
operations of the reporting entity during the period. The exchange revenue
should be recognized regardless of whether the entity retains the revenue for its
own use or transfers it to other entities. Gross and net cost should be calculated
as appropriate to determine the costs of outputs and the total net cost of
operations of the reporting entity. The components of the net cost calculation
should separately include the gross cost of providing goods or services that
earned exchange revenue, less the exchange revenue earned, and the resulting
difference. The components of net cost should also include separately the gross
cost of providing goods, services, benefit payments, or grants that did not earn
exchange revenue. The U.S. government-wide financial statements need not
break out gross costs of providing goods, services, benefit payments, or grants
that did not earn exchange revenue, separately from those programs that earned
exchange revenue. (par. 43)
The net amount of gains (or losses) should be subtracted from (or added to)
gross cost to determine net cost in the same manner as exchange revenue is
subtracted. Exchange revenue that is immaterial or cannot be associated with
particular outputs should be deducted separately in calculating the net cost of the
program, suborganization, or reporting entity as a whole as appropriate.
Nonexchange revenues and other financing sources should not be deducted
from the gross cost in determining the net cost of operations for the reporting
entity. (par. 44)
Also, existing guidance discusses a reconciliation to explain the relationship between
budgetary “obligations” and net cost rather than budgetary outlays and net cost. SFFAS
7 states
Budgetary and financial accounting information are complementary, but both the
types of information and the timing of their recognition are different, causing
differences in the basis of accounting. To better understand these differences, a

16

Appendix II: Analysis of Task Force Recommendations

reconciliation should explain the relationship between budgetary resources
obligated by the entity during the period and the net cost of operations. It should
reference the reported “obligations incurred” and related adjustments as defined
by OMB Circular A-34. It also should include other financing sources not included
in “obligations incurred” such as imputed financing, transfers of assets, and
donations of assets not included in budget receipts. [Text deleted by SFFAS No.
22] The total of these items comprises obligations and nonbudgetary resources.
(par. 80)
This total should then be adjusted by:
(a) Resources that do not fund net cost of operations (e.g., changes in
undelivered orders, appropriations received to pay for prior period costs,
capitalized assets),
(b) Costs included in net cost of operations that do not require resources (e.g.,
depreciation and amortization expenses of assets previously capitalized), and
(c) Financing sources yet to be provided (those becoming available in future
periods which will be used to finance costs recognized in determining net cost for
the present reporting period). (par. 81)
The adjustments should be presented and explained in appropriate detail and in
a manner that best clarifies the relationship between the obligations basis used in
the budget and the accrual basis used in financial (proprietary) accounting. (par.
82)
Moreover, current FASAB standards do not discuss the presentation of data by function.
However, earlier versions of the CFRs presented net cost by function and noted that the
SNC reflects the cost incurred to carry out the national priorities identified by the
President and the Congress.” 21 See Figure 8: 2000 Statement of Net Cost.

21

Financial Report of the U.S. Government 2000, p.10.
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Figure 8: 2000 Statement of Net Cost

Other Government Entities
Canada provides multiple presentations of expenses in its basic financial statements
and note disclosures. Canada presents a Statement of Operations and Accumulated
Deficit which shows expenses by the main functions of the government and provides a
budget versus actual comparison. Both budget and actual amounts are prepared on an

18
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accrual basis. See Figure 9: Canada's Statement of Operations and Accumulated
Deficit. Also, the disclosures present expenses by ministry and object. See Figure 10:
Notes Showing Expenses by Segment and Figure 11 : Notes Showing Objects of
Expenses, respectively.

Figure 9: Canada's Statement of Operations and Accumulated Deficit
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Figure 10: Notes Showing Expenses by Segment
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Figure 11 : Notes Showing Objects of Expenses
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Also, GASB requires the reporting of expenses by function for states and local
governments (SLG). GASB 34 states
The operations of the reporting government should be presented in a format that
reports the net (expense) revenue of its individual functions. An objective of using
the net (expense) revenue format is to report the relative financial burden of each
of the reporting government's functions on its taxpayers. This format identifies the
extent to which each function of the government draws from the general
revenues of the government or is self-financing through fees and
intergovernmental aid. As discussed in paragraph 47, this notion of burden on
the reporting government's taxpayers is important in determining what is program
or general revenue. General revenues, contributions to term and permanent
endowments, contributions to permanent fund principal, special and
extraordinary items, and transfers should be reported separately after the total
net expenses of the government's functions, ultimately arriving at the “change in
net assets” for the period. An example of a format that meets these requirements
is illustrated in paragraph 54. [footnote omitted] (par. 38)
Conclusion/Recommendation
FASAB believes that a framework of concepts should include descriptions of the
financial statements used to present elements and help those interested in standards to
understand the purposes, content, and characteristics of information provided in
financial reports. While existing concepts describe some statements such as the SNC,
readers of government-wide reports seek outflow information from various perspectives
and the technology is available to provide them with multiple types of presentations.
Compared to the paper-based reports used when existing concepts were developed,
the possibilities of Web-based financial reports seem almost endless. Accordingly,
FASAB should consider whether existing concepts provide the Board with the principles
needed to address future electronic government-wide reporting issues.
In addition, the FASAB should consider:
• concepts or standards regarding the presentation of “spending” and receipts
information drawn from budgetary reports.
• guidance on terms for reconciling columns (change from reconciling obligations
to net cost to reconciling outlays to net cost)
• requirements to present information by function.
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Recommendation 4: Establish Minimum Requirements for a Statement of
Spending
Summary of Task Force Recommendation
Establish minimum requirements for fair presentation of a Statement of Spending by
agencies. We understand that the CFO Council is developing a Statement of Spending
for agencies. At a minimum, a statement of spending for agencies and governmentwide should: (a) be designed to help the public learn where and how their tax dollars are
being spent, (b) present spending data in relation to net cost (covered in
recommendation #3), and (c) include an explanation of the differences between
spending and net cost.
Staff Analysis
Conceptually, FASAB believes that the most useful information that a flow statement
could present is the total and net cost of services. SFFAC 2 states
The Federal Government and most of the other reporting entities in the Federal
Government are spending entities whose objective is to provide services, some
of which are financed by revenues received from the recipients of the service,
and some of which, if not all or most of which, are financed by taxes and other
unearned revenues.[footnote omitted] Thus, the most useful information a flow
statement could present is the total and net costs of the services, i.e., how
much of the services provided by the entity was financed by the taxpayers. This
type of statement, which would be a statement of net costs, would support the
achievement of Federal financial reporting objective 2A. Objective 2A states that
“Federal financial reporting should provide information that helps the reader to
determine the costs of providing specific programs and activities and the
composition of, and changes, in these costs.” [emphasis added] (par. 59)
In addition, the Board has noted that to determine whether an item of information should
be required, the Board should consider among other things whether the item is
consistent with the reporting objectives. 22 The budgetary integrity sub-objective1A
states that financial reporting should help readers determine “how budgetary resources
have been obtained and used and whether their acquisition and use were in accordance
with the legal authorization” 23 and the conceptual guidance notes that outlay data may
help meet this objective. 24 Accordingly, FASAB concepts and standards discuss a
22

SFFAC 6, Distinguishing Basic Information, Required Supplementary Information, and Other Accompanying
Information.
23
SFFAC 1, Objectives of Federal Financial Reporting, par. 116.
24
SFFAC 1, par. 117.
23
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statement of budgetary resources (SBR) which presents outlays for the entity during the
period. Given that outlays are payments to liquidate obligations, readers can compare
outlays to obligations incurred by the entity during the period. See Figure 12: Example
Statement of Budgetary Resources.
Figure 12: Example Statement of Budgetary Resources
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Also, FASAB standards require a reconciliation so that users can learn about the
differences between budgetary obligations and net costs prepared in conformity with
generally accepted accounting principles (GAAP). See Figure 13: Example
Reconciliation of Budgetary Obligations and Net Cost of Operations.

Figure 13: Example Reconciliation of Budgetary Obligations and Net Cost of Operations

However, FASAB distinguishes between what budgetary basis information should be
presented at the government-wide level and what budgetary basis information should
be presented at the component entity or agency level. FASAB noted that certain
information presented in the statement of budgetary resources is less relevant or
meaningful at the government-wide level. The government as a whole receives
exchange and non-exchange revenue and borrows from the public, while component
reporting entities or agencies receive appropriations and other budget authority to incur
obligations. SFFAS 24, Selected Standards for the Consolidated Financial Report of
the U.S. Government, Basis for Conclusions section states
SFFAS 7 requires entities “whose financing comes wholly or partially from the
budget” to provide information on budgetary resources and the status of
resources, which is presented in the SBR. [footnote omitted] It also calls for a
reconciliation of budgetary resources obligated by the entity with the net cost of
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operations, which is presented in the SOF [Statement of Financing].[footnoted
omitted] (par. 22)
The Board continues to believe that such information is less relevant or
meaningful at the level of the CFR. Resources differ between the Government as
a whole and individual component entities. The exchange and non-exchange
revenue and borrowing from the public are the main sources of financing for the
Government as a whole. [footnoted omitted] For component reporting entities,
however, the sources of financing are provided through the budget process and
are largely financing sources other than revenue. Appropriations and other
budget authority provide an agency with the authority to incur obligations to
acquire goods and services or to provide benefits and grants. Budgetary
resources are not earned by an entity’s operations and have a different character
than both exchange revenue and non-exchange revenue. [footnote omitted]
Federal entities report as an asset their fund balance with Treasury, which is the
aggregate amount of funds in the entity’s accounts with Treasury for which the
entity is authorized to make expenditures and pay liabilities. This is an intragovernment item. From the perspective of the Government as a whole, it is not
an asset. It represents a commitment to make resources available to federal
departments, agencies, programs, etc. [footnote omitted] (par. 23)
Thus, the Board believes that the following elements are important at the governmentwide level: (1) net operating revenue (or cost); (2) the unified budget surplus (or deficit);
and (3) the change in the government’s cash during the period. Financial statements at
the government-wide level should include a reconciliation of net operating revenue (or
cost) to the unified budget surplus (or deficit) and a statement of changes in cash
balance from budget and other activities. 25
Other Government Entities
GASB guidance for SLGs enables users to see the details of budgetary inflows and
outflows during the reporting period. According to GASB 34, the basic governmentwide statements for SLGs are a statement of net assets and a statement of activities. 26
However, GASB does require budget-to-actual comparison schedules as RSI for the
general fund and for each major special revenue fund that has a legally adopted annual
budget. 27 The schedule is prepared on the budgetary basis and enables users to see
the sources of budgetary inflows and outflows classified by function. See Figure 14:
Example Budgetary Comparison Schedule Page 1 of 2 and Figure 15: Example
Budgetary Comparison Schedule Page 2 of 2. Also, GASB requires a schedule that
reconciles the budgetary and accrual basis amounts. 28 See Figure 16: Example
Reconciliation of Budgetary and GAAP. The statement enables users to learn about the
differences in the two bases.

25

SFFAS 24, par. 29.
GASB 34, par. 12.
27
GASB 34, par. 130.
28
GASB 34, par. 131.
26
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Figure 14: Example Budgetary Comparison Schedule Page 1 of 2
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Figure 15: Example Budgetary Comparison Schedule Page 2 of 2
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Figure 16: Example Reconciliation of Budgetary and GAAP

In addition, Canada provides users with a budget-to-actual comparison that enables
users to see the details of budgetary flows. Note that Canada’s budget information is
presented on an accrual basis. See Figure 9: Canada's Statement of Operations and
Accumulated Deficit.
Conclusion/Recommendation
The Board has noted that users seek budgetary and accrual basis flow information. In
addition to cost, they seek information on spending and spending data helps achieve
the budgetary integrity objective. FASAB guidance discusses the complementary
nature of this information and, to reduce the risk of confusing financial statement users,
the Board seeks to provide information to help them understand how budgetary and
accrual basis information relate to each other. Also, the Board believes that different
perspectives are needed for component entity and government-wide level reporting and
existing FASAB standards require different elements of budgetary data in component
29
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entity and government-wide financial statements. Given that the statement of spending
is in the development stage, FASAB should continue to monitor progress on the
statement and when the statement is fully developed consider conceptual guidance to
determine: whether the statement should be basic, RSI, or other accompanying
information (OAI); how the statement should relate to the existing financial statements,
and the minimum information that should be presented to ensure that readers
understand how the information relates to other flow information presented.
In addition, in the meantime, FASAB should consider conceptual guidance that formally
discusses the Board’s views on budgetary reporting at the government-wide level
versus the component entity level. The guidance could also discuss the Board’s view on
how best to achieve the budgetary integrity objective at the government-wide level,
considering that other governments are providing users with budget-to-actual
comparisons.

Recommendation 5: Include Intergovernmental Financial Dependency Reporting
in RSI
Summary of the Task Force’s Recommendation
Include summary-level information on intergovernmental financial dependency (i.e.,
direct flows, indirect flows, and obligations held as investments), organized by state, in
RSI. Intergovernmental financial dependency is the reliance of one level of government
on another level for direct financial flows, or indirect financial flows derived from the
purchases of goods and services and/or payments to individuals within a governmental
jurisdiction by another level of government. Such dependency can also be associated
with the holding of the financial obligation of one level of government by another as an
income-producing asset.
The nation’s critical programs, such as addressing health care needs and countering
terrorism, involve the joint efforts of all levels of government. The federal government
relies on state and local government management and resources to deliver these
national programs. Accordingly, the fiscal health and policy decisions of each level of
government have become significantly interdependent. To the extent state and local
governments face fiscal challenges that impair their ability to carry out federal programs,
there is a fiscal risk to the federal government as demonstrated by the hundreds of
billions of dollars of recovery funding provided to state and local government. And
conversely, to the extent the federal government curtails its spending in response to its
own fiscal gap state and local governments’ financial condition would be significantly
affected.
Staff Analysis
FASAB concepts discuss criteria to consider when determining whether to require the
reporting of information. One criterion is whether the information helps to achieve the
reporting objectives. Intergovernmental financial dependency (IFD) information offers a
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geographic perspective of the federal government’s stewardship as well as perspectives
regarding risks inherent in partnering with other levels of government to deliver goods
and services. Such risks may include an implied assumption of financial responsibility
(e.g., risk assumed), the potential that critical goods or services will not be delivered or
will be delivered inadequately during times of fiscal stress, and shared accountability for
results.
IFD may involve: geographically displaying federal outlays made directly to SLGs (direct
flows) and outlays to individuals and entities within an SLG area (indirect flows); and
geographically classified stocks at the end of the reporting period. In addition,
measures of the risk of financial need arising at the SLG level – either broadly or
relative to key programs financed by federal funds but administered by SLGs – may be
needed to reveal the extent to which risk may have been assumed at the federal level.
This information may be important to meeting the stewardship objective which states
Federal financial reporting should assist report users in assessing the impact on
the country of the government’s operations and investments for the period
and how, as a result, the government’s and the nation’s financial condition has
changed and may change in the future. Federal financial reporting should provide
information that helps the reader to determine whether
• the government’s financial position improved or deteriorated over the
period,
• future budgetary resources will likely be sufficient to sustain public
services and to meet obligations as they come due, and
• government operations have contributed to the nation’s current and
future well-being. 29 [emphasis added]
SFFAS 17, Accounting for Social Insurance (as amended), requires information about
the solvency of state unemployment insurance funds as follows:
27 (5)State-by-State Analysis - For the UI program provide a state-by-state analysis illustrating
the relative solvency of individual state programs. The analysis should provide the ratio of each
state’s current accumulated fund balance to a year’s projected benefit payments based on the
highest level of annual benefit payments experienced by that state over the last 20 years.

While SFFAS 17 does not define solvency for the unemployment trust funds, it does
require that such information be included in reports. The FY 2010 consolidated financial
report shows that only nine funds met the Department of Labor’s test for minimum
solvency (see sidebar). In FY 2009, they numbered 16 and in FY 2008, they numbered
24. In addition, cash flow projections are provided for the program as a whole and aid
the reader in assessing the likelihood that the fund as a whole will be able to repay the
amounts borrowed and return to minimum solvency levels.
29

SFFAC 1, par. 15 and 16.
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Currently, IFD flow data are
presented in federal reports and
Web sites to help users learn about
the federal government’s impact on
the nation as well as particular SLG
areas of the nation. The following
are some examples:
• Budget of the United States
Government, Fiscal Year
2011 provides a narrative
analysis and tables
showing trends in federal
grants to SLGs since 1960.
See
http://www.whitehouse.gov/
omb/budget/Overview/.
• Consolidated Federal
Funds Report presents
data on federal
expenditures or obligations
in state, county, and
subcounty areas. It
includes federal
government payments to all
types of recipients including
governments within a
geographic area. See
http://www.census.gov/gov
s/cffr/

Unemployment Insurance
The Unemployment Insurance Program was created in 1935 to
provide temporary partial wage replacement to workers who lost
their jobs. The program is administered through a unique system of
Federal and State partnerships established in Federal law but
administered through conforming State laws by State agencies.
DOL interprets and enforces Federal law requirements and
provides broad policy guidance and program direction, while
program details such as benefit eligibility, duration, and amount of
benefits are established through individual State unemployment
insurance statutes and administered through State unemployment
insurance agencies.
The program is financed through the collection of Federal and State
unemployment taxes that are credited to the UTF and reported as
Federal tax revenue. The fund was established to account for the
receipt, investment, and disbursement of unemployment taxes.
Federal unemployment taxes are used to pay for Federal and State
administration of the Unemployment Insurance Program, veterans’
employment services, State employment services, and the Federal
share of extended unemployment insurance benefits. Federal
unemployment taxes are also used to maintain a loan account
within the UTF, from which insolvent State accounts may borrow
funds to pay unemployment insurance benefits.
*******
To be minimally solvent, a State’s reserve balance should provide
for one year’s projected benefit payment needs based on the
highest levels of benefit payments experienced by the State over
the last 20 years. A ratio of 1.0 or greater indicates a state is
minimally solvent. States below this level are vulnerable to
exhausting their funds in a recession. States exhausting their
reserve balance borrow funds from the Federal Unemployment
Account (FUA) to make benefit payments. During fiscal year 2010,
the balances in the FUA were depleted and the FUA borrowed from
the Treasury General Fund.
Source: FY 2010 CFR, page 179 and 181.

• Treasury Bulletin provides information on the amount of U.S. Treasury
Securities held by SLGs and SLG pension funds. See
http://www.fms.treas.gov/bulletin/index.html.
Also, when determining whether to require the reporting of information, previous Boards
considered who used the information and for what purposes. 30 IFD type information
appears to be of particular interest to researchers and SLG leaders. Researchers use
geographically classified budgetary flow data to determine the nature and amount of
federal funds flowing into particular state and local economies and to assess the
economic effects of the federal activity. Also, to assist in their budget and policy
planning, SLG leaders want to know the amount of federal dollars flowing to geographic
locations, the types of programs being supported, the costs of the programs, and how
well the programs worked in those areas. They consider whether such programs would
30

SFFAS 25, Reclassification of Stewardship Responsibilities and Eliminating the Current Services Assessment.
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be helpful in their area. The U.S. Census Bureau notes that the Bureau of Economic
Analysis, Office of Management and Budget, Congress, and state government and
private researchers use the flow data to evaluate federal revenues from state areas
versus federal expenditures to those areas. 31
Additionally, analysts seek IFD stock data such as the federal debt held by SLGs and
SLG pension funds. For instance, CNBC’s Web site provides a slide show presentation
on federal debt holdings and the amount held by SLGs and SLG pension funds is noted.
See the following link:
http://www.cnbc.com/id/29880401/The_Biggest_Holders_of_US_Government_Debt?sli
de=10.
FASAB has acknowledged the need for IFD type information and requires the reporting
of some IFD data in stewardship investments as well as social insurance. Stewardship
investments are items treated as expenses for determining net costs, but should be
highlighted due to their “substantial investment and long-term benefit nature.”
Stewardship investments include
• Nonfederal Physical Property - grants provided for properties financed by the
Federal Government, but owned by the state and local governments.
• Costs incurred for education and training programs that are designed to
increase or maintain national economic productive capacity and research efforts
to provide future benefits or returns. These include:
o Human Capital - education and training programs financed by the Federal
Government for the benefit of the public.
o Research and Development - basic and applied research and
development. 32
The guidance provides definition, measurement, and minimum reporting criteria, and for
Human Capital and Research and Development, FASAB requires information on
outcomes. However, the guidance does not require geographical classifications and it
focuses on accrual accounting rather than reporting budgetary amounts. 33 See Figure
17: Example Non-Federal Physical Property Presentation for an example of an
investment in non-federal physical property presentation, Figure 18: Example
Investment in Human Capital Presentation, for an example of an investment in human
capital presentation, and Figure 19: Example Investment in Research and Development
for an example of an investment in research and development presentation.

31

U.S. Census Bureau Web site found at http://www.census.gov/govs/cffr/about_the_data.html.
SFFAS 8, Supplementary Stewardship Reporting.
33
Ibid.
32

33
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Figure 17: Example Non-Federal Physical Property Presentation
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Figure 18: Example Investment in Human Capital Presentation
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Figure 19: Example Investment in Research and Development
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Other Government Entities
Other national governments provide their citizens and parliament with geographically
categorized flows of the national government. For example, Canada provides data on
transfer payments by type and by province and territory. See Figure 20: Example of
Geographical Flows.

Figure 20: Example of Geographical Flows
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Additionally, the United Kingdom (UK) provides statistical reports called country and
regional analysis (CRA) to help users assess the impact of regional policy. The reports
include functional classifications of expenditures by region. Figure 21: Example of
Defense Expenditures by Region illustrates the presentation of expenditures for defense
by region and how much relates to current and capital expenditures. Internally, UK
department leaders are asked to review the reports and consider the following
questions:
• Are you satisfied that the regional distribution of your spending is fair?
• Do your regional spending plans support balanced economic development?
• Do you understand why spending per head is higher in some regions than
others?
• Does this higher spending produce better outputs and outcomes? 34

Figure 21: Example of Defense Expenditures by Region

34

Country and Regional Analysis Guidance 2011, Annex A: Why CRA Data Matter & CRA Best Practice
38

Appendix II: Analysis of Task Force Recommendations

Conclusion/Recommendation
Extensive federal reports and Web sites have been developed to provide IFD type
information and other national governments provide information on the flow of funds to
particular geographical areas of their nation. FASAB has recognized the need to
provide IFD type information in financial reports as well. FASAB requires information
about the solvency of state unemployment insurance funds and some accrual basis
information about funds used to support investments by others. This information helps
achieve the stewardship objective of financial reporting.
Information about the risks arising from partnerships with SLGs to achieve federal
program objectives may be needed. Delivery of goods and services intended to solve
public problems has become increasingly complex. More and more often partners are
engaged to effectively implement and run programs financed by federal funds. The
capacity of partners to weather financial hardships, and to effectively administer
programs, is increasingly relevant to the federal government and US citizens. Financial
and operating risks arising from such partnerships—explicit and implicit—should be
considered and perhaps reported in general purpose financial reports. Guidance may
be needed to:
•

State the objectives of risk disclosures

•

Identify key indicators or measures of risk

•

Frame decisions about “significant risk” using a holistic approach

•

Develop narrative explanations to help users understand

•

Determine at what level information should be presented (e.g., program, SLG
entity, or other)_

While investment information is not required to be presented by SLG area, it provides
information on the impact of the federal government on the nation. Also, researchers
and analysts are able to access other IFD data currently presented geographically and
on a budgetary basis, such as social security payments, Medicare benefits, federal
purchases of goods and services, and federal employee wages and salaries in
particular SLG areas. Among other things, the data is useful in assessing the effects of
the federal government on the economy of geographic areas and what areas may be
most impacted if federal programs and funds were removed or redistributed. The Board
supports “special purpose” reports and requiring this information in RSI could help
enhance the quality of the data being used. To provide the additional IFD information,
further concepts and guidance would be needed. The guidance could include criteria
for
• defining and measuring IFD elements,
• attributing flows and stocks to geographical areas,
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• determining what performance information might be provided, and
• developing narrative explanations to help users understand
o the relationship between the IFD information and the financial
statements,
o the methodology and assumptions used in presenting IFD information,
and
o anomalies in the data that may lead to misleading conclusions or may be
challenging for readers to understand.
The Board had considered a project on reclassifying stewardship investments, which is
the last item of required supplementary stewardship information (RSSI). 35 FASAB
could consider reclassifying stewardship investments and the removal of the RSSI
category as part of an IFD reporting project.
Recommendation 6: Enhance the Information Value of the Reconciliation of Net
Operating Cost and Unified Budget Deficit Statement through Re-labeling
Summary of the Task Force’s Recommendation
Change the labels on the Reconciliation of Net Operating Cost and Unified Budget
Deficit Statement so that the statement better helps readers understand the differences
between the most commonly reported measure of government results – the deficit – and
the accrual basis results. For example, headings such as “add excess of expenses over
budget outlays,” should be added to help readers understand which amounts are
included or not included in the Unified Budget Deficit.
Staff Analysis
The Reconciliation of Net Operating Cost and Unified Budget Deficit Statement is a
statement of interest to budget analysts because it shows the extent of differences
between budgetary and accrual accounting. SFFAS 24 states
The financial report of the Government as a whole should provide a financial
statement reconciling net operating revenue (or cost) and the annual unified
budget surplus (or deficit). The financial statement should highlight:
• The components of net operating revenue (or cost) that are not part of
the unified budget surplus (or deficit), including the accrued and
amortized expenses not included in budget outlays and the accrued or
other revenue not included in budget receipts; and

35

See http://www.fasab.gov/projectsstewardinvestments.html for a discussion on the project.
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• The components of the unified budget surplus (or deficit) that are not part
of net operating revenue (or cost), including budget receipts and outlays
that are not included in net operating revenue (or cost). (par.10)
Also, while FASAB did not intend to be prescriptive, 36 SFFAS 24, Appendix B:
Illustrative Statement: Reconciliation provides an example of the statement. See Figure
22: SFFAS 24 Illustrative Reconciliation of Net Operating Cost and Unified Budget
Deficit.

36

SFFAS 24, par. 11.
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Figure 22: SFFAS 24 Illustrative Reconciliation of Net Operating Cost and Unified Budget Deficit

The illustrative Reconciliation of Net Operating Cost and Unified Budget Deficit
Statement includes labels that inform the reader which items to “add” or “subtract.” This
helps indicate which net operating cost items are included or not included in the unified
budget amount. The task force believed that without such labels, a user may not be
clear on whether items such as depreciation expense and property, plant, and
42
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equipment disposals and revaluations (see Figure 23: Current Reconciliation of Net
Operating Cost and Unified Budget Deficit) are or are not included in the unified budget
deficit amount.
Figure 23: Current Reconciliation of Net Operating Cost and Unified Budget Deficit
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Other Government Entities
As noted earlier, rather than a reconciliation, Canada provides budget information on an
accrual basis and presents a budget-to-actual comparison. See Figure 9: Canada's
Statement of Operations and Accumulated Deficit. Additionally, as noted earlier, GASB
requires budget-to-actual comparison schedules as RSI for the general fund and for
each major special revenue fund that has a legally adopted annual budget. 37 The
schedules are to be prepared on a budgetary basis. Also, GASB requires a schedule
that reconciles the budgetary and accrual basis amounts, 38 but is not prescriptive on
format. See Figure 16: Example Reconciliation of Budgetary and GAAP.
Conclusion/Recommendation
FASAB has provided guidance for the Reconciliation of Net Operating Cost and Unified
Budget Deficit Statement and the guidance permits flexibility in presentation. Additional
FASAB guidance may not be the best means to address the task force’s concern.
Recommendation 7: Reclassify the Information in the Statement of Changes in
Cash Balance from Unified Budget and Other Activities
Summary of the Task Force’s Recommendation
Reclassify the information on changes in the cash balance from the unified budget and
other activities. The Statement of Changes in Cash Balance from Unified Budget and
Other Activities is currently a basic financial statement. The information it provides
should be presented instead as a schedule in the notes or in RSI because its main
value is to provide an operational context for the financial statements. This would
reduce the number of basic financial statements without reducing availability of currently
reported information.
Staff Analysis
SFFAC 6 states that “the Board specifies what information should be presented as
basic information and what information should be presented as RSI.” Accordingly,
SFFAC 6 provides principles to assist FASAB in determining the category (basic
information or RSI) of information and the task force noted the following
The extent to which the information interests a wide audience (rather than
specialists). If an item of information is of great interest to users, the information
may be a candidate for basic information. Conversely, if the item is primarily of
interest to subject matter specialists, the information may accompany the basic
information as RSI. (par. 73E.d.)

37
38

GASB 34, par. 130.
GASB 34, par. 131.
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SFFAS 24 provides guidance on the Statement of Changes in Cash Balance from
Unified Budget and Other Activities and states
The Government as a whole should provide a financial statement explaining how
the annual unified budget surplus or deficit relates to the change in the
Government’s cash. The financial statement should highlight:
• The components of the unified budget surplus or deficit that are not part
of the annual change in cash, including non-cash budget outlays; and
• Items affecting the Government’s cash balance that are not included in
the budget outlays or receipts. The statement should prominently display
the cash inflow and outflow related to the changes in debt held by the
public and interest accrued and interest paid on debt held by the public.
The Statement of Changes in Cash Balance from Unified Budget and Other Activities
relates to the federal government’s financing activities and is likely useful to credit
market analysts. See Figure 24: Statement of Changes in Cash Balance from Unified
Budget and Other Activities for an example. However, credit market analysts are likely
to need this information more timely than annually and would rely on other sources such
as the Daily Treasury Statement (see http://www.fms.treas.gov/dts/), the Monthly
Treasury Statement of Receipts and Outlays of the U.S. Government
(http://www.fms.treas.gov/mts/index.html) and the Monthly Statement on the Public
Debt of the U.S. (see http://www.treasurydirect.gov/govt/reports/pd/mspd/mspd.htm).

45

Appendix II: Analysis of Task Force Recommendations

Figure 24: Statement of Changes in Cash Balance from Unified Budget and Other Activities
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Other Government Entities
Canada provides users with a statement of change in net debt. The statement is
intended to show the reasons for the increase or decrease in net debt and the
difference between the deficit and the change in debt for the year.
Figure 25: Statement of Change in Net Debt

Canada also provides a statement of cash flow. See Figure 26: Statement of Cash
Flow. The statement shows the Canadian government’s cash provided by or used for
operating, capital investment, investing, and financing activities.
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Figure 26: Statement of Cash Flow

48

Appendix II: Analysis of Task Force Recommendations

Conclusion/Recommendation
Given the limited audience for the Statement of Changes in Cash Balance from Unified
Budget and Other Activities the Board could consider amending SFFAS 24 to require
the information as a schedule in RSI. As RSI, the information would remain a required
component of a financial report and users would continue to have information that could
help them develop an understanding of the government’s operations.
Recommendation 8: Re-orient the Balance Sheet Display and Enhance the
Related MD&A Discussion
Summary of the Task Force’s Recommendation
Change the format of the balance sheet such that the “bottom line” is “net position.”
This would focus users’ attention on how the comparative values of assets and liabilities
produce the resulting net position. Related discussions in MD&A should highlight why
and how the assets of the government are important to the ongoing operations of the
government and also identify and categorize the stakeholders that are reliant on the
government meeting its liabilities and obligations.
Staff Analysis
SFFAC 5 defines net position as the “arithmetic difference between the total assets and
total liabilities recognized in the federal government’s or a component entity’s balance
sheet.” 39 Also, with respect to the balance sheet, SFFAC 2 states
The financial reporting objectives are also met with different types of financial
statements. A financial statement that presents financial information for an entity
as of a particular point in time, however the information is measured, i.e.,
budgetary, cash, or accrual, is often characterized as a stock statement. An
example of a stock statement is a balance sheet. It presents the total balances of
assets, liabilities, and net position of an organization as of a specific time.
(par. 57)
SFFAC 2 provides an example format of an entity balance sheet which shows “total
liabilities and net position” as the bottom line 40 and the format of the current balance
sheet presented in the CFR is consistent with the conceptual guidance. See Figure 27:
Balance Sheet. This format is typically used by for-profit entities. They present liabilities
and equity as the bottom line.
In addition, FASAB developed guidance to help users understand social insurance in
the context of other measures presented in the basic financial statements. The
guidance requires a discussion and analysis of assets, liabilities, and net position in
management’s discussion and analysis (MD&A). SFFAS 37, Social Insurance:
Additional Requirements for Management’s Discussion and Analysis, states

39
40

SFFAC 5, par. 50.
SFFAC 2, Appendix 1-A:Balance Sheet
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Component entities that present a SOSI [Statement of Social Insurance] and the
government-wide entity should discuss critical measures from their basic
statements in a separate section of their management’s discussion and analysis
(MD&A). They should explain the significance of key amounts, the major
changes in those amounts during the reporting period, and the causes thereof. In
particular, the entity should explain why the changes occurred and what they
imply for the program’s operation. The entity should explain how costs and
commitments incurred during the period were or will be financed. The entity
should describe important existing and currently-known demands, risks,
uncertainties, events, and conditions—both favorable and unfavorable—that
affect the amounts reported in the basic financial statements. The discussion
should go beyond a mere description of existing conditions and should
encompass the possible future effects of anticipated future events, conditions,
and trends regarding social insurance programs. (par. 23)
The standard also states that the government-wide entity should present and explain
total assets, total liabilities, and net position from the statement of financial position. 41

41

SFFAS 37, par.24.b.
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Figure 27: Balance Sheet

In contrast, an illustration of the balance sheet recommended by the task force is
provided in Figure 28: Illustrative Balance Sheets. It presents a negative net position of
over $13 trillion as the bottom line for fiscal year 2010 rather than “total liabilities and net
position” of over $2 trillion presented under existing concepts.
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Figure 28: Illustrative Balance Sheets

Other Government Entities
Canada provides users with a Statement of Financial Position. The statement presents
information in a format that presents accumulated deficit or surplus as the bottom line.
Accumulated deficit or surplus is the residual of assets minus liabilities and is intended
to be an indicator of net resources the Canadian government has available to provide
future services. See Figure 29: Statement of Financial Position. Also, Canada’s
discussion and analysis of assets focused on the distinction between financial assets
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and non-financial assets. Financial assets are used to determine the amount of net
debt.

Figure 29: Statement of Financial Position
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Concerning the format of a statement intended to present financial position for SLGs,
GASB states
The statement of net assets should report all financial and capital resources.
Governments are encouraged to present the statement in a format that displays
assets less liabilities equal net assets, although the traditional balance sheet
format (assets equal liabilities plus net assets) may be used. Regardless of the
format used, however, the statement of net assets should report the difference
between assets and liabilities as net assets, not fund balances or equity. 42
Also, GASB believes that the statement should focus users’ attention on the net assets
remaining at the end of the period or the “bottom line.” In the Basis for Conclusions for
GASB 34, GASB states
The Board encourages, rather than requires, the use of the net assets format in
the statement of net assets and permits the use of the balance sheet format as
an alternative. The Board believes the net assets format (assets less liabilities
equal net assets) focuses users' attention more clearly on the net assets
remaining at year-end. However, because the same information is presented in
either format, the Board concluded that the balance sheet format (assets equal
liabilities plus net assets) should also be allowed. 43
See Figure 30: Illustrative Statement of Net Assets for GASB’s illustrative statement.
Regarding MD&A, GASB 34 states that the MD&A should include
• A brief discussion of the basic financial statements, including the relationships
of the statements to each other, and the significant differences in the
information they provide. This discussion should include analyses that assist
readers in understanding why measurements and results reported in fund
financial statements either reinforce information in government-wide statements
or provide additional information. (par. 11.a.)
• Condensed financial information derived from government-wide financial
statements comparing the current year to the prior year. (par.11.b.)

42
43

GASB 34, par. 30.
GASB 34, par. 320.
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Figure 30: Illustrative Statement of Net Assets

Conclusion/Recommendation
FASAB should consider amending its conceptual guidance to clarify the purpose and
format of the balance sheet. Stating the purpose of the balance sheet would help
determine how net position should be displayed and help constituents understand how
they should interpret the figure. In addition, the guidance would help users understand
why the federal balance sheet may differ from for-profit entities. Also, additional MD&A
guidance may be needed based on the Board’s determinations. Managers would likely
be expected to explain significant changes in net position and other balance sheet
amounts.
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Recommendation 9: Explain the Difference between Net Position and Fiscal Gap
Summary of the Task Force’s Recommendation
Add explanatory text to the balance sheet to help readers understand the difference
between net position and fiscal gap. Net position shown in the balance sheet provides a
current view of the federal government’s financial health by focusing on present
resources (assets) and obligations (liabilities). Fiscal gap is a broader “forward-looking
view” that focuses on the imbalance between present as well as future resources and
obligations.
Staff Analysis
The broad reporting objectives call for point-in-time and forward looking information.
SFFAC 1 states that federal financial reporting should “assist report users in evaluating
the management of the entity’s assets and liabilities and the efficiency and effectiveness
of the government’s management of its assets and liabilities.” In addition, federal
financial reporting should help users assess the government’s financial condition and
financial position and determine whether ”future budgetary resources will likely be
sufficient to sustain public services and to meet obligations as they come due.”44
To meet these objectives, SFFAC 2 discusses the need for a balance sheet and SFFAS
36, Comprehensive Long-Term Projections for the U.S. Government, requires fiscal gap
information. In particular SFFAS 36 requires
The basic financial statement, Long-Term Fiscal Projections for the U.S.
Government, should state the projection period and display the following
projected amounts as both present value dollars and as a percentage of the
present value of GDP for the projection period indicated:
a. receipts, disaggregated by major programs such as Medicare, Social Security,
and all other receipts, and total receipts; [footnote omitted]
b. non-interest spending, disaggregated by major programs such as Medicare,
Medicaid, Social Security, and all other non-interest spending, total non-interest
spending; and
c. the difference between projected receipts and projected non-interest spending.
(par. 36)
After the initial year of implementation, the basic financial statement should also
present comparative amounts for the current year and prior year, and the net
change for each line item from the prior year as both present value dollars and as
a percentage of the present value of GDP for the projection period indicated.
(par. 37)

44

SFFAC 1, par. 134-144
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Fiscal gap information should be provided, either on the face of the financial
statement or in the disclosures. (par. 38)
In addition, SFFAS 17, Accounting for Social Insurance, requires long-term projections.
While the reporting objectives require a range of information, the CFR needs to be
understandable. SFFAC 4 states
The CFR should be a general purpose statement of accountability to the public.
A general purpose report should be easily understandable to the "average
citizen"[footnote omitted] who has a reasonable understanding of Federal
Government activities and is willing to study the information with reasonable
diligence… [footnote omitted]
Also, the content and structure of the CFR should be clear and complete to citizens and
citizen intermediaries, 45 and SFFAC 3 states that the MD&A should
…make federal financial statements understandable to a wide audience, not just
to users who are specialized analysts or members of the entity’s management. 46
The Board believes that management should anticipate potential misunderstandings of
the financial statements and consider the problems that may arise because some users
may be accustomed to seeing private-sector financial statements or may have been
budget-oriented versus accrual-accounting oriented. 47
Moreover, the MD&A of earlier CFRs included an exhibit to help users understand the
relationship among the financial statements. See Figure 31: Navigating the
Government’s Financial Statements. However, the standards for MD&A reporting,
SFFAS 15, are not prescriptive regarding what should be reported to help users
understand the financial statements and how different items of information relate to
each other.

45

SFFAC 4, par. 9.
SFFAC 3, par. 37.
47
SFFAC 3, par. 37.
46
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Figure 31: Navigating the Government’s Financial Statements

The CFR also includes narrative descriptions of each financial statement presented.
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Other Government Entities
Canada provides users with a brief description of its four basic financial statements.
Also, GASB requires a brief discussion of the basic financial statements in the MD&A.
The discussion should include
…the relationships of the statements to each other, and the significant
differences in the information they provide. This discussion should include
analyses that assist readers in understanding why measurements and results
reported in fund financial statements either reinforce information in governmentwide statements or provide additional information. 48
Conclusion/Recommendation
The complex nature of the federal government requires different financial statements
that present different items of information using different bases and long-term
projections. The Board’s conceptual guidance for the MD&A acknowledges that
additional information should be presented to assist users in understanding these
statements. However, the MD&A standards permit wide discretion in what management
discusses.
With the addition of statements presenting log-term projections such as social insurance
and fiscal gap, the Board should consider what additional information should be
presented (narrative or tabular) that would help users understand the financial
statements and how they relate to each other. The guidance could include discussing:
the purpose of each financial statement; interrelationships among components of
financial statements; and significant differences in the information provided.

48

GASB 34, par. 11.a.
59

