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EGAO

Accountablllty Integrity * Reliability

United States Government Accountability Office
Washington, DC 20548

January 31, 2011

Ms. Wendy M. Payne, Executive Director
Federal Accounting Standards Advisory Board
441 G Street, NW, Suite 6814

Washington, D.C. 20548

Dear Ms. Payne:

The U.S. Government Accountability Office (GAO) is pleased to provide its
comments on the Federal Accounting Standards Advisory Board’s (FASAB)
Exposure Draft (ED) of Technical Bulletin 2011-1 entitled Accounting for Federal
Natural Resources Other Than Oil and Gas. This proposed technical bulletin would
clarify the application of the requirements of SFFAS 38, Accounting for Federal Oil

and Gas Resources, to other federal natural resources.

The GAO supports the FASAB’s efforts to provide explicit requirements for reporting
estimates of the value of federal natural resources other than oil and gas.
Accounting and reporting of such federal natural resources could enhance
accountability and stewardship over assets in the federal government and improve
transparency in federal financial reporting regarding the value and changes in value
of these assets. We believe that Technical Bulletin 2011-1 could be enhanced by the
inclusion of illustrative examples which would be general in nature and could aid
preparers of federal financial reports. Also, with respect to cost-benefit (see
question 4 of the ED), it is important that the Board receive information from the
anticipated preparers of such information concerning expected implementation
costs, so that the Board can make an informed decision about the cost-benefit of the

reporting requirements in the Exposure Draft.
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We have included detailed comments for your consideration in the enclosure to this
letter, to provide our perspectives on information included in the Exposure Draft of

Technical Bulletin 2011-1 entitled Accounting for Federal Natural Resources Other

Than Oil and Gas. If you have any questions, please call me at (202) 512-2600 or

Robert Dacey, Chief Accountant at (202) 512-74309.

*hkkkkhkkkhhhhhhk

Sincerely yours,
W%n

Jeanette Franzel,
Managing Director

Financial Management and Assurance

Enclosure

Page 2



Jeanette Franzel Federal - Auditor

ENCLOSURE

GAO Comments on the Exposure Draft for Technical Bulletin 2011-1 entitled

Accounting for Federal Natural Resources Other Than Oil and Gas.

1. Page 9, paragraph 12,

The definition of federal natural resources could be clarified by including all of the
criteria in one paragraph, including identification of the types of federal natural
resources (e.g., non-renewable, renewable). Consistent changes should be made to
the definition in Appendix D. Potential language to replace paragraphs 11-12 is as

follows:

Federal natural resources are resources that occur in nature (including non-

renewable and renewable resources) and meet all of the following criteria:

e the federal government may exercise sovereign rights over the resources with
respect to exploration and exploitation;

e the federal government has the authority to derive revenues from the
resources for its use; and

e the resources are contained on federal lands or the federal government

substantially manages and/or controls the resources.

Also, it would be helpful to define the phrase substantially manage and or/control
and provide examples so that preparers, auditors, and users can have a consistent

understanding of the terminology and apply it consistently.

2. Page 9, Paragraph 14

We believe the applicability of the guidance should be clarified with respect to
whether reporting is permitted for renewable resources, electromagnetic spectrum,
and non-renewable resources (other than oil and gas) that are not long-term. Also,

the content of paragraphs 16 and 17 could be incorporated into that discussion.
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In addition, we suggest that the guidance clarify the permissibility of reporting
Renewable Natural Resources and Electromagnetic Spectrum in the related

definitions in the Technical Terms section (Appendix D).

Further, we suggest that the Technical Bulletin clarify whether the definition of “long-
term” (i.e., more than five years) refers to the initial, rather than the remaining, term
of the agreement and whether it considers renewal options. Also, we suggest that
the Basis For Conclusions explain the rationale for using the five year term as the

basis for the definition of “long-term”

3. Page 11, paragraph 21

We suggest that the Basis For Conclusions clarify the rationale for the threshold
used for requiring reporting of a schedule of estimated revenue to be distributed to
others (a majority of the estimated revenue is designated to be distributed to others),
Also, it appears that the reference to paragraph 26 of SFFAS 38 should be to
paragraph 25.

4. Page 11, paragraph 26
This paragraph refers to “using a risk-free discount rate as described in paragraph
23”. The correct paragraph reference should be paragraph 24 as the technical

bulletin is now drafted.

5. Page 13, paragraph 31b.

We suggest that for CFS purposes that immaterial amounts may be aggregated.

6. Appendix B

Is the term “category” in Appendix B different from “type” and is it necessary to use
the term in the Appendix?

Page 4




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /PageByPage
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Off
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness false
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Preserve
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages false
  /ColorImageMinResolution 150
  /ColorImageMinResolutionPolicy /Warning
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasGrayImages false
  /CropGrayImages false
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /Warning
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasMonoImages false
  /CropMonoImages false
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /Warning
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (U.S. Web Coated \050SWOP\051 v2)
  /PDFXOutputConditionIdentifier (CGATS TR 001)
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /ENU (Use these settings to create Adobe PDF documents suitable for reliable viewing and printing of business documents.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting true
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AllowImageBreaks true
      /AllowTableBreaks true
      /ExpandPage false
      /HonorBaseURL true
      /HonorRolloverEffect false
      /IgnoreHTMLPageBreaks false
      /IncludeHeaderFooter false
      /MarginOffset [
        0
        0
        0
        0
      ]
      /MetadataAuthor ()
      /MetadataKeywords ()
      /MetadataSubject ()
      /MetadataTitle ()
      /MetricPageSize [
        0
        0
      ]
      /MetricUnit /inch
      /MobileCompatible 0
      /Namespace [
        (Adobe)
        (GoLive)
        (8.0)
      ]
      /OpenZoomToHTMLFontSize false
      /PageOrientation /Portrait
      /RemoveBackground false
      /ShrinkContent true
      /TreatColorsAs /MainMonitorColors
      /UseEmbeddedProfiles false
      /UseHTMLTitleAsMetadata true
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /BleedOffset [
        0
        0
        0
        0
      ]
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName (U.S. Web Coated \(SWOP\) v2)
      /DestinationProfileSelector /UseName
      /Downsample16BitImages true
      /FlattenerPreset <<
        /ClipComplexRegions true
        /ConvertStrokesToOutlines false
        /ConvertTextToOutlines false
        /GradientResolution 300
        /LineArtTextResolution 1200
        /PresetName ([High Resolution])
        /PresetSelector /HighResolution
        /RasterVectorBalance 1
      >>
      /FormElements true
      /GenerateStructure true
      /IncludeBookmarks true
      /IncludeHyperlinks true
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MarksOffset 6
      /MarksWeight 0.250000
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /UseName
      /PageMarksFile /RomanDefault
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice




