FASAB Update

Highlights from recent meetings of the Federal Accounting Standards Advisory Board are as follows.

Exposure Draft on Statement on Social Insurance

FASAB issued an exposure draft of a new Statement of Federal Financial Accounting Standards entitled Presentation of Significant Assumptions for the Statement of Social Insurance: Amending SFFAS 25.  The proposed standard would require disclosure of significant assumptions underlying the Statement of Social Insurance. The proposed disclosures are intended to help financial statement users assess the uncertainty surrounding long-range projections. If adopted, the proposal would be effective for reporting periods ending after September 30, 2004.  Responses are requested by May 17, 2004. An electronic version of the exposure draft is available on the World Wide Web at www.fasab.gov/exposure.htm.

Concepts Project

The objective of this project is to ensure that federal financial accounting standards are based on a sound framework of objectives and concepts regarding the nature of accounting, financial statements, and other communications methods. The framework should:

· provide structure by describing the nature and limits of federal financial reporting,

· identify objectives that give direction to standard setters, 

· define the elements critical to meeting financial reporting objectives and describe the statements used to present elements, 

· identify means of communicating information necessary to meeting objectives and describe when a particular means should be used, and

· enable those affected by or interested in standards to understand better the purposes, content, and characteristics of information provided in federal financial reports.

During 2003, the Board discussed the objectives related to budgetary integrity and operating performance. In addition, the Board began deliberating alternative asset and liability definitions.  

In March 2004 the Board discussed whether to revise or eliminate the “Systems and Control” objective.  The Board will consider specific alternatives at a future meeting.  The Board also agreed in general terms on the “essential characteristics” of an asset.  The Board will consider specific wording of a definition at a future meeting.  For more information, contact: 

Robert Bramlett, (202) 512-7355, or email 
" 

bramlettr@fasab.gov



Social Insurance Liabilities

The objective of this project is, first, to reconsider the FASAB liability definition and specifically its application to social insurance programs.  Subsequently the Board will consider recognition, measurement and display of social insurance obligations.  

The project will:

(1) Describe the current FASAB liability definition and its application in SFFAS 17;

(2) Describe liability and asset definitions established by other standard-setters;

(3) Develop possible alternative concepts, definitions, recognition points, etc., for liabilities and asset;

(4) Develop alternative potential social insurance liability measures;

(5) Develop alternative displays for the balance sheet, statement of net cost, and/or other statements, and

(6) Explore and analyze issues.  

The Board’s discussions of “asset” and “liability” definitions resulted in identification of core characteristics universally acknowledged in accounting standards. The Board expects to develop its own final definitions and explanatory material in the concepts project. 
At the March meeting the Board approved the staff recommendation that the SI liability project proceed under the presumption that the current liability definition in SFFAS 5, par. 19, is workable either as currently worded or with minor modification.  The Board directed the staff to proceed with its analysis of the Social Security program, especially with respect to the alternative liability and expense recognition points.  For more information, contact Richard Fontenrose, 202-512-7360, or email fontenroser@fasab.gov
Heritage Assets and Stewardship Land

Following extensive deliberations, an Exposure Draft entitled, Heritage Assets and Stewardship Land: Reclassification from Required Supplementary Stewardship Information, was issued on August 20, 2003 with comments requested by November 10, 2003.  See FASAB Web site www.fasab.gov/exposure.htm for a copy of the ED.  

The Board discussed the comments received on the ED at the December 2003 FASAB meeting.  Based on the comment letters received, staff determined the following summary of responses:

· A majority of the respondents do not agree with the Board’s proposal for heritage assets and stewardship land to be reported as basic information.

· Most respondents agree with the Board’s new disclosure requirements and do not foresee any problems with the new disclosure requirements about entity stewardship policies and an explanation of how heritage assets and stewardship land are pertinent to the entity’s mission.

· Most respondents do not agree with the proposed effective date for periods beginning after September 30, 2004. 

· Most respondents agree that the preparer should be allowed to exercise professional judgment in determining if the heritage assets and stewardship land are significant.

The Board held a public hearing on the ED and comments in conjunction with the March 2004 Board meeting.  Individuals from the Library of Congress, U.S. Department of Agriculture, Department of Interior (including representatives from the CFO, OIG and IPA currently performing the DOI audit), and a representative from the Institute for Truth in Accounting provided testimony to the Board.  

Staff will research issues presented further, review alternatives for an incremental or staggered transition toward implementation of the proposed standard and develop options for consideration by the Board.  For more information, contact Melissa Loughan, 202-512-5976, or email loughanm@fasab.gov
Earmarked Funds  

The objective of this project is to ensure that financial reporting clearly distinguishes between the various types of funds used or managed by the federal government. With respect to earmarked funds, the objective is to ensure that federal financial reporting at both the entity and the consolidated level differentiates between earmarked funds and fiduciary activity.  An Exposure Draft, Identifying and Reporting Earmarked Funds, was approved by all Board members and issued on October 16, 2003.  It is available on the FASAB website www.fasab.gov under Exposure Drafts.

The Board held a public hearing on the ED and comments in conjunction with the March 2004 Board meeting.  The Department of Interior, the Department of the Treasury, and a representative from the Institute for Truth in Accounting provided testimony to the Board.  Details are available in the March 2004 minutes on the FASAB website www.fasab.gov under Meetings.

At the April 2004 Board meeting, staff will present proposed revisions related to the term “significant,” certain funds excluded from scope of the ED, and other issues raised at the hearing and in the comment letters that were received.  For more information, contact 

Eileen Parlow 202-512-7356, or email parlowe@fasab.gov
Inter-entity Project

Statement of Federal Financial Accounting Standard (SFFAS) 4, Managerial Cost Accounting Standards and Concepts, issued in July 1995 and effective in fiscal year 1998, provides the following requirement for inter-entity cost:

Each entity’s full cost should incorporate the full cost of goods and services that it receives from other entities. The entity providing the goods or services has the responsibility to provide the receiving entity with information on the full cost of such goods or services either through billing or other advice. 

Recognition of inter-entity costs that are not fully reimbursed is limited to material items that (1) are significant to the receiving entity, (2) form an integral or necessary part of the receiving entity’s output, and (3) can be identified or matched to the receiving entity with reasonable precision. Broad and general support services provided by an entity to all or most other entities should not be recognized unless such services form a vital and integral part of the operations or output of the receiving entity. (Text preceding paragraph 105 of SFFAS 4)

SFFAS 4 provided for gradual implementation of this requirement. 

A government-wide group has been working to provide guidance on implementing this requirement. The government-wide group recently recommended that guidance be deferred due to higher priority demands on resources. Staff initiated a proposal to establish a date certain for implementation. The proposed date is FY 2008.

At the October Board meeting, the Board reviewed a revised exposure draft.  The revised draft included a stronger rationale for the action in the document and more extensive questions for respondents.  After further Board discussion, it was agreed that staff would work with the task force (following the November reporting deadlines) on several issues and present an updated version to the Board.  In early March 2004, the Board approved the inter-entity cost exposure draft for release. Publication is expected in April. One member is presenting an alternative view opposing the proposal.  Contact Wendy Comes, 202-512-7350, or email comesw@fasab.gov
