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MEETING OBJECTIVE 

The overall objective of this session is to discuss proposed concepts for ideally 
presenting accrual basis flows, particularly costs.  Concepts developed during this 
discussion would be used to inform development of concepts for presenting budgetary 
and other flows.   

BRIEFING MATERIALS 

The memo presents background information on the project along with: 

 Attachment I: Presentation of Costs describes proposed concepts for 
presenting costs.   

 Attachment II: CFR Flow Statements presents the current flow statements for 
the CFR. 

 Attachment III:  Component Flow Statements presents examples of current 
department/agency level flow statements. 

                                                 
1 The staff prepares Board meeting materials to facilitate discussion of issues at the Board meeting. 
This material is presented for discussion purposes only; it is not intended to reflect authoritative views 
of the FASAB or its staff. Official positions of the FASAB are determined only after extensive due 
process and deliberations 
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 Attachment IV:  Working Draft Concepts Statement provides a working draft 
concepts statement that will be developed concurrently as the project 
progresses.  
 
 

BACKGROUND 

FASAB’s ideal reporting model project is a part of the Board’s conceptual framework 
initiative.  After several years of progress in federal financial reporting, FASAB decided 
to revisit its conceptual framework with a focus on ensuring that accounting standards 
are based on a sound framework of objectives and concepts.  The project history and 
findings are documented in the draft SFFAC found in Attachment IV. A summary of 
milestones is presented in this memo but members may benefit from a review of the 
findings presented in the draft SFFAC in more detail. 
 
Key milestones and findings include: 
 

 Based upon a review of the objectives, the Board agreed to retain the broad 
objectives and issue its Strategic Directions report in 2006 to identify primary 
and secondary focuses (http://www.fasab.gov/about/our-annual-reports/). 

 The Board decided to focus on “what should be” versus “what is” when 
considering the objectives and whether statements are useful to readers. 
Research to support this included the diverse needs of users and how they 
access information; surveying other countries and their reporting models; and 
conducting discussions with preparers, citizen intermediaries, congressional 
staff, program managers, executives, auditors, state and local government 
planners and analysts, and experts in federal financial reporting.  

 Based on its work on social insurance and fiscal sustainability, the Board 
determined that the conceptual framework needed to better explain unique 
accounting issues such as why:  

 
o the power to tax is not an asset but nonetheless is relevant to assessing the 

sustainability or the financial condition of the federal government;  
o current deficits are indeed bad but that the problem is actually long-range 

rather than short-range;  
o the timing of a cash flow problem is important; and  
o the point estimates on the balance sheet have limitations for assessing 

financial condition. 
 

 FASAB staff completed the users’ needs and reporting model research and 
provided the Board with a series of reports and discussion papers.2  In 
summary, staff noted that users expect plain-English, understandable 
information, such as charts and graphs, the ability to access standardized 

                                                 
2 See http://www.fasab.gov/projects/active-projects/concepts-the-financial-report/ for the reports and 
discussion papers. 
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information, and the ability to customize (perform drill-downs, slice and dice, 
etc.). Users expressed interest in the following types of information: 

 
o The cost of programs 
o The performance of programs 
o The sustainability of programs 
o Budget versus actual comparison 
o Where are funds going (geographically and to whom) 

 
 The Reporting Model Task Force was formed and considered the user needs 

and reporting community results.  In 2010, the task force made 
recommendations for the Financial Report of the U.S. Government (CFR) 
because the public would likely start with the CFR to learn about the fiscal 
health of the federal government. They recommended raising public awareness 
and recommended:    
 
o adoption of a centralized, web-based method of reporting financial and 

performance information; 
o changes to particular financial statements;  and 
o additional disclosures.  (see http://www.fasab.gov/accounting-

standards/other-sources-of-information/other-reports-documents/  ) 
 

 In 2011, the Board discussed its priorities and plans and reaffirmed its 
conclusions in the Strategic Directions report and noted that FASAB standards 
should focus on the CFR and should primarily consider citizens’ information 
needs.  Additionally, the factor implies that component entity reports should 
support the needs identified for the CFR.   
 

 The Chief Financial Officers Act of 1990 – 20 Years Later: Report to the 
Congress and the Comptroller General (CFO Act Report (2011)) recommended 
that Congress consider directing FASAB, the Office of Management and 
Budget (OMB), and the Government Accountability Office (GAO) to evolve the 
financial reporting model.3  The report and other efforts identified a range of 
ideas such as:   
 
o Restructure the financial statements and develop a statement of spending 
o Require that less time be spent on asset valuation  
o Develop a presentation that shows costs and value delivered  
o Develop a presentation with drilldown capability and improve user 

interactivity  
o Provide more useful information in the statement of net cost and provide 

additional cost accounting guidance  
o Improve performance reporting 

 

                                                 
3 The full report can be accessed at http://www.whitehouse.gov/omb/financial_default . 
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 The Board decided that the project needed to be segmented into three 
separate projects – improving cost, performance, and budgetary reporting – 
and task forces would be organized for each project.   

 
 In 2012, the three task forces recommended that the Board revisit Statement of 

Federal Financial Accounting Standards (SFFAS) 4, Managerial Cost 
Accounting Standards and Concepts and provide adequate cost guidance to 
support users of budget and performance information. The Board determined 
this would involve matters outside of the Board’s domain and would require 
coordination with the OMB and the Department of the Treasury.  Also, 
members again raised concerns about systems constraints and challenges in 
presenting integrated cost, budget, and performance information.    

 
 The Board decided to develop a conceptual, ideal model that integrates budget, 

cost, and service performance information.   
 
Flow Information: The Starting Point for Developing the Ideal Model 
 
During the April 2014 meeting, FASAB members developed and presented their view 
of an ideal reporting model.  The presentations addressed the Budgetary Integrity 
objective, in general, and each of the sub-objectives of the Operating Performance 
objective.  Also, with respect to the Stewardship objective, the Board decided to focus 
on the federal government as the entity rather than the nation’s economy.  In addition, 
in June, the Board decided not to revisit the reporting objectives or clarify the role of 
FASAB with respect to the objectives.  Instead, the Board decided to begin developing 
the ideal reporting model by focusing on the flows and the flow statements that would 
help achieve the reporting objectives.   
 
Users have consistently sought to better understand flow information, such as costs 
and budgetary information, and how they relate.  The Board would consider how cost 
and budgetary information should be aggregated and disaggregated and address how 
to reconcile cost and budget at a level that would be understandable to users.   In 
addition, the Board’s work will support efforts to move toward a qualified opinion on 
the CFR.  
 

NEXT STEPS 

During the October 2014 meeting, staff plans to discuss concepts for budgetary flows. 

 

MEMBER FEEDBACK 

If you have any questions or comments, please contact me by telephone at (202) 512-
2512 or by email at simmsr@fasab.gov with a cc to paynew@fasab.gov . 
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Introduction 

During this next phase of the ideal model project, the Board is undertaking an effort to 
develop conceptual guidance regarding the reporting of flows. The Board’s research 
has noted the need for improving the reporting of flows measured on an accrual and 
budgetary basis.  Users have expressed significant interest in the sources of revenues, 
both exchange and non-exchange; the costs incurred to conduct programs; and how the 
amounts budgeted compare with actual expenditures.  Their interests primarily focus on 
the need for different levels of aggregation and disaggregation so that they can better 
understand the government’s various activities and programs and to conduct their 
analyses.  The Board has agreed that the ideal model should help achieve the reporting 
objectives and those objectives will guide the development of concepts for 
systematically determining the levels of detail needed for reporting flows. 

The Need for an Iterative Process 

Statement of Federal Financial Accounting Concepts (SFFAC) 1, Objectives of Federal 
Financial Reporting, discusses the need for information on different types of flows.  For 
instance, the objectives discuss inflows, such as taxes and other monies raised for 
expenditure, and outflows, such as the cost of providing programs and the use of 
budgetary resources.  Because each type may involve multiple issues and constituents, 
it may be challenging for the Board to discuss these different flows concurrently.  
Consequently, staff will begin the flows discussion by focusing on costs.  Principles 
developed from discussing how to aggregate and disaggregate costs can be used to 
inform the Board’s discussion on other flows.    

Starting with Costs 

To determine the focus for the August 2014 meeting, staff considered the flows that 
demonstrated a consistent area of concern during the reporting model research, and the 
flows topic that often appeared to be an area that needed improvement was costs. 
Objectives to guide principles for presenting costs are discussed in the Operating 
Performance Objective.  The Operating Performance objective states that: 

Federal financial reporting should assist report users in evaluating the service efforts, costs, and 
accomplishments of the reporting entity; the manner in which these efforts and accomplishments 
have been financed; and the management of the entity’s assets and liabilities. 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; 

  the efforts and accomplishments associated with federal programs and the changes over 
time and in relation to costs; and 
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 the efficiency and effectiveness of the government’s management of its assets and 
liabilities.4 

With respect to flows, the Operating Performance objective appears to indicate that the 
costs of providing programs would provide relevant information to users so that they can 
evaluate entity performance.  This perspective is consistent with the Board’s recent user 
needs research as users continue to seek information on the costs of programs.  

Cost Defined  

The Board has defined cost as “the monetary value of resources used or sacrificed or 
liabilities incurred to achieve an objective, such as to acquire or produce a good or to 
perform an activity or service.”5  The Board also noted that costs may be charged to 
operations immediately or to an asset account for recognition as an expense of 
subsequent periods, depending on the nature of the transaction.6  Consequently, in 
FASAB literature, the term cost is used synonymously with expense as well as in 
reference to the cost of acquiring an asset. The most prominent use is in reference to 
expense through its use in the “Statement of Net Cost.”  (Note that the term “cost” is 
widely used with different meanings. For example, it is sometimes used in the context of 
budgetary obligations or outlays as well as in the broader economic sense to refer to the 
cost to all parties (e.g., regulatory cost or unfunded mandate cost).) 

Costs Presented at the CFR Level 

Current legislation requires government-wide and agency level reporting and throughout 
the reporting model discussions, different Board members have focused on the need to 
improve the financial reporting of different entity levels.  For instance, some Board 
members have largely expressed concern with agency level reporting while others have 
discussed the need to improve the CFR, and others have indicated that the entity level 
of discussion depends on the reporting objective being achieved.  Accordingly, to focus 
the cost flows discussion, staff will start discussions with the CFR level because it is 
considered the “starting point” for citizen intermediaries7 who can inform citizens.   

Concepts Regarding How to Present Information in the CFR 

The Board has discussed various concepts for the CFR that should guide presenting 
costs in a manner that would help achieve the Operating Performance objective.  The 
Board developed Statement of Federal Financial Accounting Concepts (SFFAC) 4: 
Intended Audience and Qualitative Characteristics for the Consolidated Financial Report 
of the United States Government because the report had grown in size and complexity 
along with users’ increased interest in the report.8  The Board noted that the CFR 

                                                 
4 SFFAC 1, par. 14. 
5 FASAB, 2013 FASAB Handbook of Federal Accounting Standards and Other Pronouncements, as 
Amended, Appendix E: Consolidated Glossary.  
6 Ibid. 
7 SFFAC 4, Intended Audience and Qualitative Characteristics for the Consolidated Financial Report of 
the United States Government. 
8 SFFAC 4, pars, 2 and 4. 
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should be a “general purpose statement of accountability to the public,”9 and should 
provide “information that addresses the areas of the Board’s objectives identified in 
SFFAC1.” 10  Accordingly, some aspects of the Operating Performance objective should 
be addressed in the CFR.   

The Board has also noted that the CFR is aggregated from agency reports11 and is 
primarily directed to citizens and citizen intermediaries (the media, public interest 
groups, analyst, etc.).12  Citizens expect a comprehensive but concise report of the 
government’s activities and overall financial position13 and the Board believes that 
intermediaries may use the CFR as the “starting point” for their analyses.14  
Consequently, the Board expects users to consult sources other than the CFR for 
detailed information on the cost of programs. 

Additionally, the Board noted that understandability is a key qualitative characteristic of 
the CFR and the report should be structured so that all user groups, both external and 
internal, can easily locate the information of interest.15  The Board particularly noted that 
“If an item is reported, all information related to that item should be reported in one 
primary location, if feasible.”16 This ideal scenario can be accommodated through 
electronic reporting because users would have the capability to click on an item and 
perform drill-downs, review references, or enter queries regarding the item.   

The existing broad concepts imply the following concepts17 for the presentation of cost 
information in the CFR: 

1. To obtain a concise presentation of cost, the CFR should reference other 
sources of information relevant to assessments of operating performance. 

a) Disclosures regarding the statement of net cost presentation and sources of 
more detailed information should be provided in the CFR. 

b) Electronic reporting should support access to more detailed information 
providing disaggregated financial information as well as related contextual 
information.   

c) The audit status of sources – whether presented in a report or through 
electronic means - should be understandable to the user.  

                                                 
9 SFFAC 4, par. 6. 
10 SFFAC 4, par. 8. 
11 SFFAC 4, par. 6. 
12 SFFAC 4, par. 8. 
13 SFFAC 4, par. 17. 
14 SFFAC 4, par. 19. 
15 SFFAC 4, par. 25 
16 SFFAC 4, par. 25. 
17 Note that staff is not asserting that the present standards or CFR are lacking in a particular area. 
Rather, the presentation of concepts is meant to build a set of concepts whether currently attained or not. 
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2. Descriptive information should be provided so that users can easily search and 
locate detailed information.  For instance, if costs are presented by agency, a 
user may need to review a: description of the agency’s mission, goals, and major 
programs; list of other agencies with similar goals and programs to identify 
information on government-wide programs; and link to the relevant financial 
statement for the period under consideration.  This information would help a user 
know upfront how they should use resources to seek more detail and information 
on programs that involve multiple agencies. 

3. To aid understandability, the CFR should include the definition of the term “cost,” 
explain how it is being used in particular contexts, and use it in a manner 
consistent with the definition. 

Supporting a Comprehensive but Concise Overall Presentation 

The Board’s focus on understandability suggests that a presentation of costs would be a 
part of a comprehensive but concise overall presentation.  While users expect 
information on costs and to relate costs to performance and budgetary information, the 
format of the financial statements and level of aggregation should result in a concise 
presentation that prompts the user to more detail.  Regardless of the medium used to 
present the CFR, format guidelines could lead to a concise presentation of all 
information including costs.   For instance, the Reporting Model Task Force 
recommended relabeling the Statement of Changes in Cash Balance from Unified 
Budget and Other Activities.18  The idea was that heading and/or section labels could be 
used to help users understand the items of information presented and how items relate 
to other items.  The task force also recommended electronic reporting19 which would 
permit users to readily locate and review definitions and other educational aids.   

In addition, the task force suggested presenting an electronic report so that, among 
other reasons, links could be used to guide users directly to more detailed information.   
The idea is that while the CFR should be highly aggregated, users should be able to 
easily locate the more detailed information.  Absent an electronic medium, users would 
need descriptive information to help them locate the detail.  For instance, if costs are 
presented by agency, a user may need to review a description of the agency’s mission, 
goals, and major programs; list of other agencies with similar goals and programs to 
identify information on government-wide programs; and link to the relevant financial 
statement for the period under consideration.  This information would help a user know 
how to access more detail and information on programs that involve multiple agencies. 

 

 

                                                 
18 FASAB, Financial Reporting Model Task Force Report, December 22, 2010. 
19 Ibid. 
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The existing broad concepts and task force feedback imply that the following concepts 
would support a concise but understandable presentation of cost information in the 
CFR: 

1. Presentation of cost information should help the user understand the costs of 
goods and services provided during the period and support an assessment of 
how goods and services were financed including whether revenues were 
sufficient to pay for the goods and services. 

2. The CFR should include information that helps the user understand the 
categories selected for aggregation, any limitations of the categories, and the 
subcategories that may be useful in identifying the more detailed information they 
seek. 

3. Multiple categorizations are needed to aid users in locating more detailed 
information. It would be helpful if the CFR supplemented the primary presentation 
with presentations based on alternative categories.  

a. Disclosures or required supplementary information might be used to augment 
the primary presentation. 

b. Electronic reporting may allow the user to select from a variety of 
categorization schemes. 

Broad Categories Needed for Aggregating Costs  

During the Board’s ideal model presentations, members primarily indicated that accrual 
basis flows should be presented in a Statement of Net Cost. The statement shows the 
gross cost of services, the amount financed by exchange revenue and the net cost.   
For the government-wide level, broad or general categories may be needed to 
aggregate cost amounts on the face of the statement so that users can locate the cost 
of programs that involve multiple agencies as well as individual agencies.  The Board 
has noted that “citizens’ needs are more specifically targeted to issues of general 
interest and to broad indicators of the overall financial health of the Government.”20 

To help provide information on costs to citizens, FASAB’s Reporting Model Task Force 
recommended that cost and revenue be aggregated by function,21 with department and 
agency net cost presented as required supplementary information.22  Functions could 
provide broad categories for aggregating and presenting information in terms of the 
principal national need that the programs are intended to serve. They provide a means 
of aggregating program amounts to facilitate a concise but informative presentation and 
are broad enough to assist users interested in locating information on multi-agency 
programs.   

                                                 
20 SFFAC 4, par.16. 
21 Functions include, among others, national defense, energy, agriculture, Medicare, income security, 
administration of justice, and general government.  
22 FASAB, Financial Reporting Model Task Force Report, December 22, 2010 
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Users are often interested in programs that involve multiple agencies, such as the cost 
of war efforts or education. These multi-agency programs may be perceived as 
government-wide programs and users would likely expect to locate them by reviewing 
the CFR.  Using a broad category classification scheme – such as functions - as the 
basis for cost aggregation would be consistent with the Board’s concepts for the CFR 
because it could permit users to start with the financial statement and “identify the 
departments most relevant to the functions of interest to them.”23   

Also, federal websites use broad categories to report spending information to the public 
and enable users to search or drill-down for programs of interest to them.  For instance, 
citizen intermediaries cited the federal government’s Your 2013 Federal Taxpayer 
Receipt webpage when reporting on federal spending.  The webpage provides 
taxpayers with a breakdown of how their tax dollars are spent on priorities like 
Education, Veterans Benefits, or Health Care.   Illustration 1: Excerpt of Your Federal 
Tax Receipt provides an example of the categories used in reporting to the public and 
Illustration 2: Example Sub-Categories provides an example of the sub-categories used 
for the National Defense and Health care categories. Some sub-categories are large 
programs and others are object classes like salaries and benefits. 
 
 

                                                 
23 FASAB, Financial Reporting Model Task Force Report, December 22, 2010. 
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Illustration 1: Excerpt of Your Federal Tax Receipt 

 
Source: http://www.whitehouse.gov/2013-taxreceipt [Note the online function allows the user to 
enter tax amounts and then applies the percentages to the entered amount. Staff entered an 
amount for demonstration purposes.] 
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Illustration 2: Example Sub-Categories 

 

Source: http://www.whitehouse.gov/2013-taxreceipt 
 

In addition, Recovery.gov aggregates outflows using broad categories such as 
Education, Transportation, Infrastructure, Family Services, and Housing.  Illustration 3: 
Example Breakdown of Recovery Funds provides an excerpt of a webpage that 
presents some of the broad categories used to report Recovery Act spending.    Also, a 
user can drill-down on a category and view additional detail, facilitating access to 
disaggregated data.  Illustration 3: Example of Detail shows the detail of the spending 
for the Education category. 
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Illustration 3:Example Breakdown of Recovery Funds 

 
Source: http://www.recovery.gov/arra/Transparency/fundingoverview/Pages/fundingbreakdown.aspx 
 

 
 



 

16 
      

Illustration 4: Example of Detail 

 
Source: http://www.recovery.gov/arra/Transparency/fundingoverview/Pages/fundingbreakdown.aspx 
 

Citizen intermediaries also use broad categories similar to functions to aggregate and 
present flows.   For example, the Center on Budget and Policy Priorities uses categories 
constructed by grouping related programs and activities into broad functions, which are 
further broken down into sub-functions.24 
 

                                                 
24 http://www.cbpp.org/cms/?fa=view&id=1258 accessed August 1, 2014. 
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The existing broad concepts, task force feedback, and electronic reporting practices 
imply the following concepts would support a concise but understandable presentation 
of cost information in the CFR: 

1. In selecting broad categories for the presentation of gross cost information, the 
following should be considered: 

a. Is the categorization broad enough to provide a sufficiently concise 
presentation of cost information? 

i. Are the categories so broad that the information is not useful? 

ii. Are the categories distinct enough to provide a path to more 
detailed information the user may desire? If not, can the path be 
clarified through disclosures or links? 

b. Is the categorization useful and understandable to citizens and citizen 
intermediaries? 

i. Does it facilitate helping users understand the government’s 
activities? 

ii. Does it facilitate linkage of information presented in non-GAAP 
venues with the financial information presented in the CFR? 

iii. Does it support assessments across government, particularly of 
performance? 

 

Streamlined Statements for Presenting Costs to Citizens 

The existing model for the CFR requires eight basic financial statements and three - the 
Statement of Net Cost, Statement of Operations and Changes in Net Position, and 
Reconciliations of Net Operating Cost and Unified Budget Deficit - present cost 
amounts.25 However, the Board has noted that the “CFR should not attempt to meet all 
users needs for all objectives.  Instead it should focus on meeting the basic needs of 
citizens for highly summarized information.”26  Thus, the Board’s conceptual guidance 
for the CFR requires a concise presentation, and presenting costs in multiple basic 
financial statements could confuse the intended audience who are mostly non-
accountants.    

The Board’s Reporting Model Task Force noted the need to streamline the basic 
statements and recommended relocating a statement, the Statement of Changes in 
                                                 
25 See Attachment II: CFR Flow Statements for examples of the Statement of Net Cost, Statement of 
Operations and Changes in Net Position, and Reconciliations of Net Operating Cost and Unified Budget 
Deficit. 
26 SFFAC 4, par.15. 
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Cash Balance from Unified Budget and Other Activities.  Although the statement does 
not present accrual basis costs, it involves other flows that the Board will discuss and 
indicates the need to move toward a concise presentation overall.   

In addition, during previous discussions regarding the CFR, the Board acknowledged 
that the CFR model involves a number of financial statements and some do not 
articulate with the others.  While Board members also noted that presenting multiple 
financial statements could be confusing to users, some members believed that the CFR 
should focus on the sustainability of programs and informing users on the government’s 
financial condition.27  Accordingly multiple presentations of costs would not be 
consistent with these preliminary views. Staff believes the series of flow statements can 
be streamlined with the following goals in mind: 

1. Titles and headings understandable to the knowledgeable citizen. 

2. A logical flow from one statement to the next (e.g., the bottom line of one 
becomes the top line of another where feasible). 

3. Aggregation of like items to attain a concise understandable presentation on the 
face of the statements. Needed detail may reside in notes or agency statements. 

 

CFR QUESTIONS FOR THE BOARD  

1. The Board has determined that the CFR: is intended for citizens; is the likely starting 
point for citizen intermediaries; is aggregated from agency reports; and should be a 
brief presentation that would guide users to more detail.28  Accordingly, does the 
Board: 

a.  Agree or disagree that regardless of the approach for categorizing costs 
on the face of financial statements, descriptive information should be 
provided so that users can easily search and locate detailed information? 
For instance, if costs are presented by agency, a user may need to review 
a: description of the agency’s mission, goals, and major programs; list of 
other agencies with similar goals and programs to identify information on 
government-wide programs; and link to the relevant financial statement for 
the period under consideration.  This information would help a user know 
upfront how they should use resources to seek more detail and 
information on programs that involve multiple agencies.   

b. Agree or disagree that the CFR should ideally present gross costs by 
broad categories that enable users to locate and review multi-agency and 
individual agency programs?  For example, FASAB’s Reporting Model 

                                                 
27 FASAB Minutes, April 27-28, 2011.  
28 Statement of Federal Financial Accounting Concepts (SFFAC) 4: Intended Audience and Qualitative 
Characteristics for the Consolidated Financial Report of the United States Government.  
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Task Forces recommended function-based categories which could 
accommodate aggregating multi- agency programs as well as individual 
agency programs, streamline the presentation of costs, and resonate with 
the intended audience.  A function-based presentation need not coincide 
with the existing budget function classification system, but that system 
could serve as an example.       

c. Agree or disagree that the CFR financial statement presentations of costs 
should ideally be streamlined?  The current model requires reporting costs 
in three basic financial statements, excluding the statements requiring 
long term projections, and FASAB’s Reporting Model Task Force 
recommended reducing the number of basic financial statements in the 
CFR.  Consequently, users could view the most fundamental information 
in highly aggregated statements and be directed to other sources for 
disaggregated information.   

d. Do members have comments or suggestions regarding the discussion and 
concepts staff identified in each section or additional concepts for 
consideration? 

 

Costs Presented at the Agency Level 

Similar to the CFR, agency reports involve aggregating information from various 
sources.  An agency may be responsible for administering numerous programs and 
may need to address the information needs of multiple user groups.  Also, the agency 
report would likely be the next source of financial information following the CFR.  
Consequently, the agency level report would need to be aligned with the CFR and 
provide both aggregated and disaggregated information regarding costs.  See 
Attachment III: Agency Flow Statements for examples of existing agency level 
presentations of costs.  

Concepts Regarding the Agency Level Report 

The Board has noted that an agency financial report is a “highly summarized profile of a 
complex entity.”29 By noting that agencies are complex, the Board appears to 
acknowledge that agencies comprise various yet distinct programs.  The programs can 
involve different goals and objectives; industries; stakeholders, including Congressional 
committees and consumers; means of providing services (physical capital, contractors, 
federal employees, grantees, or a combination thereof); sources of financing (tax dollars 
versus earned revenues); types and durations of liabilities; risks; and sets of data for 
making decisions and demonstrating accountability.  Despite these complexities, the 
report should be highly summarized.  Therefore, similar to the CFR, broad categories 
may be needed to report information on the face of the financial statements.  

                                                 
29 SFFAC 3, Management’s Discussion and Analysis, par. 2. 
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In addition, agency reports should provide some disaggregated information.   The Board 
noted that the CFR is aggregated from agency reports;30 therefore, the reports should 
provide some details of the information presented in the CFR.  Also, the Board noted 
that one or more programs are as important to users as the activities of the agency as a 
whole.31  Consequently, while agency reports should be highly summarized, some level 
of detail should also be provided.  The level of detail could inform users on topics such 
as the cost of programs.   

While the Board has not explicitly expressed the intended audience for agency level 
reports, the Board has determined that both external and internal users have an interest 
in the cost of programs. In particular, the Board stated that  

The cost of government is a concern to the public as well as to the federal government 
itself. Most government service efforts and accomplishments cannot be measured in 
financial terms alone. Unlike private business, there is no “bottom line” or profit index to 
help measure public sector performance. However, government service efforts and 
accomplishments can be evaluated using both financial and non-financial measures, and 
“cost” is an important financial measure for government programs. Internal and 
external federal information users identified below will find these standards helpful in 
assessing operating performance, stewardship, systems, and control of the federal 
government. [Emphasis added] 

Government managers are the primary users of cost information. They are responsible 
for carrying out program objectives with resources entrusted to them. Reliable and timely 
cost information helps them ensure that resources are spent to achieve expected results 
and outputs, and alerts them to waste and inefficiency. 

Congress and federal executives, including the President, make policy decisions on 
program priorities and allocate resources among programs. These officials need cost 
information to compare alternative courses of action and to make program authorization 
decisions by assessing costs and benefits. They also need cost information to evaluate 
program performance. 

Citizens, including news media and interest groups, are concerned with the costs and 
results of federal programs that affect their interests. They need program cost 
information to judge whether resources are allocated to programs rationally and if the 
programs operate efficiently and effectively.32  

Also, the Board noted that while citizen intermediaries may start with the CFR, they are 
interested in “all of the major facets of each of the Board’s objectives, including 

                                                 
30 SFFAC 4, par. 6. 
31 SFFAC 2, par. 75. 
32 Statement of Federal Financial Accounting Standards (SFFAS) 4, Managerial Cost Accounting 
Standards and Concepts, pars.18-21. 
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individual programs.”33 Additionally, the Board believes that disaggregated information 
is necessary for assessing Operating Performance.34  

The existing broad concepts imply the following concepts for the presentation of cost 
information in agency level reports: 

1. The report should include information that helps the user understand the 
categories selected for aggregation, any limitations of the categories, and the 
subcategories that may be useful in identifying the more detailed information they 
seek. 

2. Multiple categorizations are needed to aid users in locating more detailed 
information.  It would be helpful if the report supplemented the primary 
presentation with presentations based on alternative categories.  

a. Disclosures or required supplementary information might be used to augment 
the primary presentation. 

b. Electronic reporting may allow the user to select from a variety of 
categorization schemes. 

3. Descriptive information should be provided so that users can easily search and 
locate detailed information.  For instance, if costs are presented by responsibility 
segment, a user may need to review a description of the segment’s mission, 
goals, and major programs; list of other segments or agencies with similar goals 
and programs to identify information on government-wide programs; and link to 
the relevant financial statement for the period under consideration.  This 
information would help a user locate and access more detail and information on 
programs that involve multiple agencies. 

4. To aid understandability, the report should include the definition of the term 
“cost,” explain how it is being used in particular contexts, and use it in a manner 
consistent with the definition. 

The Need for Broad Categories  

Similar to the CFR, broad categories may be needed to aggregate information from the 
breadth of agency programs and to inform users of their relationship to similar programs 
administered by other agencies.   A single agency report may need to inform users 
about programs such as wireless broadband access, economic statistics, demographic 
statistics, technical assistance grants, the 21st Century Innovation Infrastructure 
program, disaster recovery assistance, trade promotion, patents, trademarks, marine 

                                                 
33 SFFAC 4, par 19.  
 
34 SFFAS 32, Consolidated Financial Report of the United States 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,” par. 38. 
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fisheries, the national weather service, and many others.  Broad categories could 
provide the link from the aggregated CFR level to the additional details and provide 
context regarding how the individual agency contributes to national initiatives. 

For instance, using electronic reporting, if a CFR line item presents the cost of defense, 
the user could click on the CFR line item and view information on the various agencies 
that comprise the defense category.  Next, the user could click on the agency of interest 
and drill-down to the program or programs and their costs.  However, apart from the 
medium in use (printed or electronic report), the CFR and agency level categories would 
need to align in some manner so that users can easily locate the additional detail being 
sought, especially when multiple agencies contribute the same priority.  The user would 
know that the agency being reviewed is not the only agency that contributes to a 
government-wide program. 

The existing broad concepts, task force feedback, and electronic reporting practices 
imply the following concepts would support a high level of summarization accompanied 
by additional details in notes or RSI: 

1. In selecting broad categories for the presentation of gross cost information, the 
following should be considered: 

a. Is the categorization broad enough to provide a sufficiently concise 
presentation of cost information? 

i. Are the categories so broad that the information is not useful? 

ii. Are the categories distinct enough to provide a path to more 
detailed information the user may desire? 

b. Is the categorization useful and understandable to internal and external 
users? 

i. Does it facilitate helping users understand the entity’s activities? 

ii. Does it facilitate linkage of information presented in non-GAAP 
venues with the financial information presented in the CFR and 
agency report? 

iii. Does it support assessments across government, particularly of 
performance? 

 

Presenting Information on Costs by Program 

Statement of Federal Financial Accounting Standards (SFFAS) 4, Managerial Cost 
Accounting Standards and Concepts, discusses cost and emphasizes the need to link 
program costs and performance information for external reporting purposes.  For 
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instance, while managers are the primary users of cost information, the guidance states 
that external users, such as citizens, the news media, and interest groups, focus on “the 
costs and results of federal programs that affect their interests. They need program cost 
information to judge whether resources are allocated to programs rationally and if the 
programs operate efficiently and effectively.”35  Also, the Board has noted that reporting 
the sub-organization incurring the costs and/or the purpose of the costs incurred is more 
useful than reporting on the goods and services acquired (e.g., object class or natural 
classification).36  In addition, during the Board’s ideal model presentations, members 
noted that the agency level should provide program cost information.37   

Additional Disaggregation 

The Board expects that disaggregated information would be provided to inform users on 
the entity’s operating performance.  Costs may need to be distinguished by their nature 
because costs do not all respond equivalently to the same events.   For instance, an 
increase in the number of participants in a job training program may not affect the 
depreciation of the building where the training is conducted, but may affect the cost of 
training materials distributed to each participant.  Consequently, additional 
disaggregation could help users analyze performance.   

In addition, task forces recognized that the various users of financial reports seek to 
review costs from different dimensions or perspectives.  For instance, some may seek 
to know what was purchased or obtained with resources (a natural classification 
perspective) while others may seek to know why resources were used (a program 
perspective).   As a result, the task forces proposed various schedules including a 
schedule providing cost by major program and object class so that users could 
aggregate the information as needed for their analyses.38 

Also, the reporting objectives discuss the need to relate the cost of program operations 
to the use of budgetary resources.  Currently, agencies may use broad categories for 
the Statement of Net Cost and discuss specific types of costs to help users understand 
the differences in budgetary reporting and accrual basis reporting.  For instance, 
agencies may categorize cost by strategic goal in the Statement of Net Cost but 
depreciation and amortization expenses are reported as reconciling items between the 
net cost of operations and the budgetary resources obligated.   Accordingly, when 
different categories and levels of disaggregation are being used, the approach may not 
facilitate articulation among the presentations of cost information.   

 

 

 

                                                 
35 SFFAS 4, par. 21. 
36 SFFAC 2, par, 87. 
37 FASAB, Reporting Model – TAB B, Attachment I:Summary of Ideal Model Presentations, June 6, 2014. 
38 FASAB, Reporting Model – TAB B-1: Summary of Task Force Discussions, December 7, 2012. 
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AGENCY LEVEL QUESTIONS FOR THE BOARD 

1. The Board has noted that disaggregated information is needed to assess operating 
performance39 and agency level reports are one source of disaggregated information 
presented in the CFR.  Also, presently, costs may be categorized in different ways, 
within and among agency reports.  For instance, costs may be aggregated by 
strategic goal in the Statement of Net Cost but a natural classification approach, 
such as depreciation and amortization, used in presenting a reconciliation of 
budgetary resources obligated to net cost of operations.  Accordingly, does the 
Board: 

a. Agree or disagree that citizens and citizen intermediaries as well as internal 
users such as Congress, executives, and managers are the intended 
audience for agency level reports? 

b. Agree or disagree that, given the breadth and complexity of agency 
programs, agencies should present costs on the face of financial statements 
by broad categories so that users can go from the CFR to the agency 
statements and locate additional detail?   

c. Agree or disagree that agencies should present information on the cost of 
programs, the information most likely being sought by users?   

d. Agree or disagree that agencies should refer users to additional 
disaggregated information on the cost of programs, such as salaries, energy, 
materials, etc.?   

e. Agree or disagree that the categorization of costs should be presented in a 
manner that facilitates articulation among different presentations of costs?  
For instance, if one categorization approach is used to present costs in the 
Statement of Net Costs and another approach or disaggregated costs 
provided in another presentation, there should be some matrix or tool to help 
users align the differences or understand the context for the detail.  

f. Do members have comments or suggestions regarding the discussion and 
concepts staff identified in each section or additional concepts for 
consideration? 

                                                 
39 Statement of Federal Financial Accounting Standards (SFFAS) 32: Consolidated Financial Report of 
the United States 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,” par. 38. 
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ADDITIONAL QUESTION FOR THE BOARD 

 

Staff intends to discuss budgetary flows during the October 2014 Board meeting.   
Accordingly, would the Board like an education session on budget scoring before 
discussing budgetary flows? 
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STATEMENTS OF FEDERAL FINANCIAL ACCOUNTING 
CONCEPTS 

 

This Statement of Federal Financial Accounting Concepts (SFFAC) is the eighth in a series of 
concepts statements intended to set forth objectives and fundamentals on which financial 
accounting and reporting standards will be based. The objectives identify the goals and 
purposes of financial reporting. The fundamentals are the underlying concepts of financial 
accounting—concepts that guide the selection of transactions, events, and circumstances to be 
accounted for; their recognition and measurement; and the means of summarizing and 
communicating them to interested parties.   

The Federal Accounting Standards Advisory Board’s (FASAB or “the Board”) conceptual 
framework enhances the consistency of standards and serves the public interest by providing 
structure and direction to federal financial accounting and reporting. The most direct 
beneficiaries of the FASAB’s concepts statements are the Board itself and preparers and 
auditors of federal financial reports. The statements guide the Board’s development of 
accounting and reporting standards by providing the Board with a common foundation and basic 
reasoning on which to consider the merits of alternatives.   

Knowledge of the objectives and concepts the Board considers should help users and others 
who are affected by or interested in federal financial accounting and reporting standards to 
understand better the purposes, content, and qualitative characteristics of information provided 
by federal financial accounting and reporting. That knowledge should enhance the usefulness 
of, and confidence in, federal financial accounting and reporting.   

Concepts statements enhance preparers’ and auditors’ understanding of the common 
foundation and reasoning employed in considering alternatives. The GAAP hierarchy provides 
that statements of federal financial accounting standards constitute level A (the highest level) 
guidance. Statements of federal financial accounting concepts are not GAAP. Instead, concepts 
statements constitute “other literature” and may only be relied upon by financial statement 
preparers and auditors to resolve specific accounting issues in the absence of GAAP literature. 
In developing and amending accounting standards, the Board looks to concepts statements for 
guiding principles and also considers relevant existing standards and guidance issued by the 
Board and other standard setting bodies. Until the Board amends existing standards, the Board 
expects practice to be governed by the accounting principles embodied in the four levels of the 
GAAP hierarchy. Thus, the Board distinguishes between material presented in concepts which 
are used to guide Board deliberations on future GAAP and accounting principles presented in 
standards which constitute current GAAP.   

For federal entities, in the absence of specific authoritative literature applicable to a transaction 
or event, it should be possible to report the event or transaction by selecting an established 
accounting principle for an analogous transaction or event that appears appropriate when 
applied in a similar manner. In the unusual case where an analogy cannot be drawn to 
established authoritative literature, the American Institute of CPAs permits consideration of 
other literature including concepts statements. Consideration of individual concepts statements 
will be helpful but often may not provide sufficient guidance in resolving emerging issues. 
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Therefore, the Board encourages careful study of the conceptual framework and established 
practice in resolving such issues. 

Statements in this series describe concepts and relations that will underlie future federal 
financial accounting standards and practices and in due course will serve as a basis for 
evaluating existing standards and practices.  With issuance of this statement, the series of 
concepts statements comprises:  

 SFFAC 1, Objectives of Federal Financial Reporting (includes the qualitative 
characteristics of information in financial reports) 

 SFFAC 2, Entity and Display 

 SFFAC 3, Management’s Discussion and Analysis 

 SFFAC 4, Intended Audience and Qualitative Characteristics for the Consolidated 
Financial Report of the United States Government 

 SFFAC 5, Elements of Accrual-Basis Financial Statements and Basic Recognition 
Criteria 

 SFFAC 6, Communication Methods 

 SFFAC 7, Measurement of the Elements of Accrual-Basis Financial Statements in 
Periods After Initial Recording 

 SFFAC 8, TBD 

 

Like other pronouncements of the FASAB, Statements of Federal Financial Accounting 
Concepts remain in effect until amended, superseded, or withdrawn by appropriate action under 
the Board's Rules of Procedure. 
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EXECUTIVE SUMMARY 

WHAT IS THE BOARD PROPOSING? 

 

The Board is proposing definitions and basic criteria for summarizing and disaggregating flows 
in financial statements of the CFR and its component entities.  Also, the Board is proposing 
criteria for determining whether and how flows between the CFR and components should 
articulate. 

HOW WOULD THIS PROPOSAL IMPROVE FEDERAL FINANCIAL 
REPORTING AND CONTRIBUTE TO MEETING THE FEDERAL FINANCIAL 
REPORTING OBJECTIVES? 

FASAB has conducted research regarding what information users of federal financial reporting 
are seeking and how they would like that information summarized and communicated.  Given 
the feedback received, the Board has initiated a project to develop an ideal reporting model and, 
while the research identified several topics that could serve as the starting point for developing 
model, the Board decided to begin by focusing on conceptual guidance concerning the flows of 
government resources.  Users are highly interested in the flows of government resources and 
their views helped identify the following matters where the articulation of fundamentals could 
help improve financial accounting and reporting:  

 Flows can be summarized and disaggregated in a variety of ways and users, on 
balance, seek to know the cost of programs.  However, different users can define 
programs differently and ‘programs’ are not always defined in advance of the costs being 
incurred.  For instance, while helping an area recover from a particular disaster may 
involve several disparate agencies and established programs, public interest in the 
range of costs related to this disaster may develop after some agencies and programs 
have already started recovery efforts.  Concepts would help in choosing among possible 
alternatives for classifying and disaggregating flows, such as costs.    

 External users are highly interested in flows measured on both a budgetary and an 
accrual basis.  However, the differences between the two different measurement bases 
and the financial matters that they inform may not always be apparent to them.    
Concepts would help in determining how the different flows should be communicated to 
help users determine the information relevant for their analysis and decision-making.   

 All users have difficulty understanding the existing agency level budgetary financial 
statement, the Statement of Budgetary Resources (SBR), and the flows it presents.  
Concepts are needed to help determine how flows should be classified and 
disaggregated so that users understand how component entities obtain and use 
budgetary resources. 
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 During FASAB’s early years, legislation and administrative directives primarily focused 
on component level financial reporting.  Accordingly, the Board developed some of its 
key conceptual guidance and focused more on components of the federal government 
rather than a financial report of the U.S. government (CFR).  Later, with enactment of 
legislation requiring a CFR, the Board began to develop additional concepts and 
standards that considered the differences between component and CFR level reporting.  
Differences in reporting continue and, with respect to budgetary flows in particular, the 
differences may hinder users’ efforts to understand basic financial information about the 
federal government, such as the plan for using tax dollars and how tax dollars were 
actually used.  Concepts would help in determining how component and CFR flows 
should be aligned and, where differences should exist, how to communicate those 
differences so that users have the context necessary for understanding the relationship 
between components and the CFR and their respective transactions and events. 
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QUESTIONS FOR RESPONDENTS 

 

The Board encourages you to become familiar with all proposals in the Statement before 
responding to the questions in this section. In addition to the questions below, the Board also 
would welcome your comments on other aspects of the proposed Statement. Because the 
proposals may be modified before a final Statement is issued, it is important that you comment 
on proposals that you favor as well as any that you do not favor. Comments that include the 
reasons for your views will be especially appreciated.  

The Board believes that this proposal would improve federal financial reporting and contribute to 
meeting the Federal financial reporting objectives. The Board has considered the perceived 
costs associated with this proposal. In responding, please consider the expected benefits and 
perceived costs and communicate any concerns that you may have in regard to implementing 
this proposal.  

The questions in this section are available in a Word file for your use at 
www.fasab.gov/exposure.html. Your responses should be sent by e-mail to fasab@fasab.gov. If 
you are unable to respond by e-mail, please fax your responses to (202) 512-7366. 
Alternatively, you may mail your responses to:  

Wendy M. Payne, Executive Director  
Federal Accounting Standards Advisory Board  
Mailstop 6H19  
441 G Street, NW, Suite 6814  
Washington, DC 20548  

 
All responses are requested by [insert date]. 
 

Q1.   A summary of the issue (one paragraph) should be presented followed by a question. If 
multiple questions follow one issue summary, use letters to distinguish them. 

Q2.   New Question 
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INTRODUCTION 

PURPOSE 

1. Brief history 

a. Use Outline Number for the text format 

b. It gives 

i. Several levels 

ii. For paragraphs 

MATERIALITY 

2. The provisions of this Statement need not be applied to immaterial items. The determination 
of whether an item is material depends on the degree to which omitting or misstating 
information about the item makes it probable that the judgment of a reasonable person 
relying on the information would have been changed or influenced by the omission or the 
misstatement. 

3. New para 
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PROPOSED CONCEPTS 

HEADING 

4. Establish boundaries or purpose of the concepts. 

5. Further scope information 

HEADING 

6. As you go into each section – use the style code for outline numbers to continue the format 

HEADING 

7. It should 

a. Still give you multiple 

b. Levels to work with 

8.  

HEADING 

9.   
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APPENDIX A: BASIS FOR CONCLUSIONS 

This appendix discusses some factors considered significant by Board members in reaching the 
conclusions in this Statement. It includes the reasons for accepting certain approaches and 
rejecting others. Individual members gave greater weight to some factors than to others. The 
standards enunciated in this Statement–not the material in this appendix–should govern the 
accounting for specific transactions, events, or conditions. 

PROJECT HISTORY 

 

A1.  FASAB’s reporting model project is a part of the Board’s conceptual framework initiative.  
After several years of progress in federal financial reporting, FASAB decided to revisit its 
conceptual framework with a focus on ensuring that accounting standards are based on a 
sound framework of objectives and concepts.  At that time, Board members were concerned 
that the reporting objectives were broad and some members sought to better determine the 
role of GAAP-based financial statements in achieving them.  Accordingly, the Board began 
the conceptual framework initiative by revisiting the reporting objectives and engaging the 
federal reporting community in the discussions.   
 
User Needs and Reporting Community Outreach  
 

A2. FASAB staff conducted a series of roundtable discussions to determine whether the 
objectives remained valid and appropriate and to help define the role of the Board in 
achieving them.  Roundtable participants provided views on whether the objectives 
continued to reflect the information needs of users and whether they are being achieved.  
The participants believed the reporting objectives remained valid and they noted that the 
objectives could be accomplished by sources and systems other than financial statements.  
Consequently, in 2006, the Board agreed to retain the broad objectives and issue its 
Strategic Directions report that discusses the Board’s primary and secondary focuses 
relative to the reporting objectives.  
 

A3. Next, the Board began discussing the need for conceptual guidance that describes the 
reporting model and how it relates to the reporting objectives.  The concepts would guide 
the Board in determining the financial statements necessary for achieving the reporting 
objectives and help focus on “what should be” versus “what is.”  The former would ensure 
that the objectives are adequately addressed and the statements are useful to readers.  
Also, members were concerned about whether a relationship should exist among financial 
statements, such as the balance sheet and a statement of net cost, and how the model 
compares with other reporting models.   As a result, staff began researching the diverse 
needs of users and how they access information; surveying other countries and their 
reporting models; and conducting discussions with preparers, citizen intermediaries, 
congressional staff, program managers, executives, auditors, state and local government 
planners and analysts, and experts in federal financial reporting.  
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A4. Meanwhile, the Board continued its deliberations on social insurance and long term 
sustainability reporting, projects that would significantly impact the existing reporting model 
and raise conceptual questions that should be addressed in the conceptual framework 
initiative.  Board members discussed conceptual issues such as the purpose of the balance 
sheet and its elements and eventually the Board determined that the conceptual framework 
needed to better explain unique accounting issues such as why:  
 

a. the power to tax is not an asset but nonetheless is relevant to assessing the 
sustainability or the financial condition of the federal government;  

b. current deficits are indeed bad but that the problem is actually long-range rather than 
short-range;  

c. the timing of a cash flow problem is important; and  
d. the point estimates on the balance sheet have limitations for assessing financial 

condition. 
 
Accordingly, the Board decided to consider these and other reporting concepts in the 
reporting model project.   
 

A5. FASAB staff completed the users’ needs and reporting model research and provided the 
Board with a series of reports and discussion papers.   In summary, staff noted that users 
expressed interest in the following types of information: 

a. The cost of programs. 
b. The performance of programs 
c. The sustainability of programs 
d. Budget versus actual comparison 
e. Where are funds going (geographically and to whom) 

 
Also, users expect plain-English, understandable information, such as charts and graphs, 
the ability to access standardized information, and the ability to customize (perform drill-
downs, slice and dice, etc.).   
 
Task Forces and Additional Research 
 

A6. The Board organized the Reporting Model Task Force to consider the user needs and 
reporting community results and provide suggestions for the reporting model.  In 2010, the 
task force completed its work and presented recommendations to enhance the reporting 
model.  In general, the task force focused on what could be accomplished in the near term 
and on the Financial Report of the U.S. Government (CFR) because the public would likely 
start with the CFR to learn about the fiscal health of the federal government.   Consequently, 
they recommended the adoption of a centralized, web-based method of reporting financial 
and performance information, recommended changes to particular financial statements, and 
recommended additional disclosures.  They believed that the success of these 
recommendations require raising public awareness of federal financial reporting.   
   

A7. In 2011, the Board discussed the task force recommendations and members discussed 
systems constraints and challenges and noted that many of the recommendations could be 
adopted voluntarily by preparers.  However, members did note that the conceptual 
framework that should guide accounting standards remained incomplete and not current.  
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Also, at that time, the Board discussed its priorities and plans and revisited its Strategic 
Directions report.  The Board reaffirmed its conclusions in the Strategic Directions report and 
noted factors that would likely influence federal financial reporting.  Those factors included 
the notion that citizens and citizen intermediaries are the primary audience for the CFR, 
which implies that FASAB standards should focus on the CFR and should primarily consider 
citizens’ information needs.  Additionally, the factor implies that component entity reports 
should support the needs identified for the CFR.   
 

A8. Later in 2011, the Board discussed the report, The Chief Financial Officers Act of 1990 – 20 
Years Later: Report to the Congress and the Comptroller General (CFO Act Report).  The 
report recommended that Congress consider directing FASAB, the Office of Management 
and Budget (OMB), and the Government Accountability Office (GAO) to evolve the financial 
reporting model.   Consequently, the Board decided to review the reporting model of 
component entities and conduct discussions with CFOs and various groups to help the 
Board determine the information of value to users. 
 

A9. The CFOs and various groups provided a range of ideas such as:   
a. Restructure the financial statements and develop a statement of spending 
b. Require that less time be spent on asset valuation  
c. Develop a presentation that shows costs and value delivered  
d. Develop a presentation with drilldown capability and improve user interactivity  
e. Provide more useful information in the statement of net cost and provide additional 

cost accounting guidance  
f. Improve performance reporting 

 
In addition, potential users sought cost, budget, and performance data and preferred flexible 
end-reporting.  Also, other countries were reporting on service performance as well as 
financial performance.  Given the range of issues, the Board decided that the project 
needed to be segmented into three separate projects – improving cost, performance, and 
budgetary reporting – and task forces would be organized for each project.  This approach 
would allow members to better focus on issues that needed to be addressed. 
 

A10. In 2012, the three task forces proceeded to discuss issues and subsequently 
recommended that the Board revisit SFFAS 4, Managerial Cost Accounting Standards and 
Concepts.  The task forces believed that adequate cost guidance is needed to support users 
of budget and performance information and provide cost information that meets the 
expectations of financial information users.  Upon reviewing the task force results, the Board 
determined that the recommended project would involve matters outside of the Board’s 
domain and would require coordination with the OMB and the Department of the Treasury.  
Also, members again raised concerns about systems constraints and challenges in 
presenting integrated cost, budget, and performance information.    
 
Developing the Ideal Reporting Model without Constraints 
 

A11. At this point, members noted that a model of the ideal presentation is needed to serve as 
the end-goal for the project and help guide their direction.  Also, given that raising concerns 
about existing systems and challenges directed the discussions away from “what should 
be,” the Board determined that development of the ideal model would not be constrained by 
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considering existing systems and what the Board could accomplish immediately.  In 
addition, the model will take a holistic view and consider the other conceptual issues 
discussed previously and include explanations on why the resulting construct should be 
considered ideal.  Consequently, the Board decided to develop a conceptual, ideal model 
that integrates budget, cost, and service performance information.   

Flow Information: The Starting Point for Developing the Ideal Model 

A12. During the April 2014 meeting, FASAB members developed and presented their view of 
an ideal reporting model.  The presentations addressed the Budgetary Integrity objective, in 
general, and each of the sub-objectives of the Operating Performance objective.  Also, with 
respect to the Stewardship objective, the Board decided to focus on the federal government 
as the entity rather than the nation’s economy.  In addition, in June, the Board decided not 
to revisit the reporting objectives or clarify the role of FASAB with respect to the objectives.  
Instead, the Board decided to begin developing the ideal reporting model by focusing on the 
flows and the flow statements that would help achieve the reporting objectives.   
 

A13. Users have consistently sought to better understand flow information, such as costs and 
budgetary information, and how they relate.  The Board would consider how cost and 
budgetary information should be disaggregated and address how to reconcile cost and 
budget at a level that would be understandable to users.   
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APPENDIX B: ILLUSTRATIONS 

This appendix illustrates the application of the provisions of this Statement to assist in clarifying 
their meaning. The facts assumed in these examples are illustrative only and are not intended to 
modify or limit the requirements of this Statement or to indicate the Board's endorsement of the 
situations or methods illustrated. Additionally, these illustrations are not intended to provide 
guidance on determining the application of materiality. Application of the provisions of this 
Statement may require assessing facts and circumstances other than those illustrated here and 
require reference to other applicable Standards. 
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APPENDIX C: ABBREVIATIONS 

 

CFR Consolidated financial report of the U.S. government 

ED Exposure draft 

FASAB  Federal Accounting Standards Advisory Board 

FASB Financial Accounting Standards Board 

GAAP  Generally Accepted Accounting Principles  

GAO Government Accountability Office 

GASB Governmental Accounting Standards Board 

IPSASB International Public Sector Accounting Standards Board 

OMB  Office of Management and Budget 

SFAS Statement of Financial Accounting Standards (FASB) 

SFFAC  Statement of Federal Financial Accounting Concepts 

SFFAS  Statement of Federal Financial Accounting Standards
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