FASAB Update

Board Decides on Presentation of Significant Assumptions for the Statement of Social Insurance 

At its July 1st meeting, the Federal Accounting Standards Advisory Board (FASAB) reviewed comments to its March 12th exposure draft that required the disclosure of significant assumptions underlying the Statement of Social Insurance. Respondents offered near unanimous support for the proposal. The Board tentatively decided to issue a Statement of Federal Financial Accounting Standards (SFFAS) consistent with the changes proposed in the exposure draft. The SFFAS has been provided to the members for final approval and is expected to be forwarded to the Board’s sponsors  -- the Office of Management and Budget, the Department of the Treasury and the Government Accountability Office (formerly General Accounting Office) – by early August for a 90-day review. Barring objection from the Director of the Office of Management and Budget or the Comptroller General of the United States, the SFFAS will be issued in October 2004 as SFFAS 26. 

Request for Deferral of the Effective Date of the Reclassification of the Statement of Social Insurance Considered by the Board

Under current standards, the Statement of Social Insurance and related disclosures would become basic information for periods ending after September 30, 2004. This change resulted in a need for audit guidance. The American Institute of Certified Public Accountants (AICPA) created a task force to develop guidance. An exposure draft of the audit guidance was issued in March 2004 and the task force is currently resolving issues identified by respondents. The audit guidance should be finalized in 2004. However, the effect of delayed audit guidance is that preparers were unable to plan for the audit that would be required for the implementation year – fiscal year 2005.  Therefore, three requests for a one-year delay in implementation were submitted to the Board. At its July 1st meeting, the Board tentatively agreed to propose a one-year deferral of the effective dates of SFFASs 25 and 26. An exposure draft proposing the deferral has been submitted to the Board for a final vote. The proposal may be issued as soon as July 20th with comments requested within 30-days.

Earmarked Funds

The objective of the Earmarked Funds 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 (ED), Identifying and Reporting Earmarked Funds, was issued on October 16, 2003. It is available on the FASAB website, www.fasab.gov, under “Exposure Drafts”.

The Board has reviewed all comments received in response to its October 2003 exposure draft entitled Identifying and Reporting Earmarked Funds. At its July 1st meeting, the Board reviewed a draft Statement of Federal Financial Accounting Standards that would adopt the proposals made in the exposure draft. Changes are being made to clarify:

· that certain funds are excluded from the reporting requirements of the funds (e.g., credit financing accounts);

· the meaning of “accounting mechanism”:

· how to identify funds to be reported individually; and 

· the basis for conclusions.

The staff received a number of editorial suggestions from members and was asked to prepare a revision for consideration at the Board’s August meeting. The SFFAS is expected to be finalized shortly after the August meeting.

Other Projects

The Board continued its deliberations on social insurance, element definitions, objectives and natural resources. These projects are not expected to result in final proposals until 2005 or later. For more information on the projects, see www.fasab.gov

AICPA Renews FASAB as a “Rule 203” Body

On May 23, 2004, the AICPA’s Council unanimously voted to continue, for a second five-year period, designation of  FASAB as the accounting standards-setting body for Federal government entities under Rule 203 of the AICPA’s Code of Professional Conduct.  Rule 203 provides, in part, that an AICPA member shall not (1) express an opinion or state affirmatively that the financial statements or other financial data of any entity are presented in conformity with generally accepted accounting principles (GAAP) or (2) state that he or she is not aware of any material modifications that should be made to such statements or data in order for them to be in conformity with GAAP, if such statements or data contain any departure from an accounting principle promulgated by bodies designated by Council to establish such principles, that has a material effect on the statements or data taken as a whole.  The AICPA Council’s action followed a five-year review called for in the October 1999 resolution, which originally designated FASAB as the Rule 203 body for federal reporting entities. 

Recent Documents Issued

The FASAB issued the following documents:

· An exposure draft entitled Inter-Entity Cost Implementation: Amending SFFAS 4, Managerial Cost Accounting Standards and Concepts was issued on April 26, 2004. Specific questions for respondents are included in the exposure draft and other comments are welcome. Responses are requested by July 31, 2004. An electronic version of the exposure draft is available on the World Wide Web at www.fasab.gov/exposure.htm.

· Research Report on Capital and Operating Leases was released on April 19, 2004 and is being made available for discussion purposes only; it is not intended to reflect authoritative views of the FASAB or its staff. The research report will serve as a reference tool for future Board discussions on the varying lease transactions throughout the Federal government. An electronic version of the research report is available on the World Wide Web at www.fasab.gov/reports.html.

