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April 22, 2010




Ms. Wendy M. Payne, Executive Director

Federal Accounting Standards Advisory Board

441 G Street, NW, Suite 6814

Washington, DC 20548

Dear Ms. Payne:

On behalf of the Association of Government Accountants (AGA), the Financial Management Standards Board (FMSB) appreciates the opportunity to provide comments to the Federal Accounting Standards Advisory Board (FASAB or the board) on its exposure draft (ED) of a proposed Federal Financial Accounting Technical Release on Accrual Estimates for Grant Programs. 
The FMSB, comprising 21 members with accounting and auditing backgrounds in federal, state and local government, academia and public accounting, reviews and responds to proposed standards and regulations of interest to AGA members. Local AGA chapters and individual members are also encouraged to comment separately. The majority of FMSB members approved issuance of this comment letter.  We have some general comments and also have responded to the questions posed.
Firstly, we were impressed by the requirements of this proposed technical release. The  documentation and validation requirements are very comprehensive.  The document would seem to build a strong foundation for the estimation process, thereby improving the accuracy of the federal financial statements.  
However, though we believe this to be excellent guidance, we are not sure that the board was able to give their audience exactly what they were looking for.  In the basis for conclusions, it says that this guidance was developed because agencies indicated a need for guidance supporting cost-effective development of reasonable estimates.  The estimation process is difficult, especially in situations involving new programs. We wonder whether these agencies were looking for some more detailed technical steps on how to begin to make such estimates.  
This guidance is still very general (as it must be since the programs are all different and the board likely doesn't feel it appropriate to prescribe how to do the estimates.)  This could mean that there is an expectation gap between what the agencies wanted and what the FASAB eventually provided.  However, it is very thorough. The range of topics covered by the technical release are, we feel, appropriately comprehensive in including internal control, monitoring, risk assessment, documentation, and validation.  It is very well written.  
Lastly, a very minor editorial comment: On page 26, the word “DeLoitte” should be spelled “Deloitte.” 

Our responses to the questions posed follow:
Q1.  Do you agree or disagree with the guidance for preparing accrual estimates for existing (mature) grant programs in paragraphs 16 - 20?  Please provide the rationale for your answer.
We agree.  However, in paragraph 18, we wonder if the guidance should read, “should include:” instead of, “may include:”
Q2. Do you agree or disagree with the guidance for preparing accrual estimates for new grant programs or changes to existing programs in paragraphs 16 - 18 and 21 - 24?  Please provide the rationale for your answer.
We agree and think this is very good guidance.  In particular, requiring development of an action plan ensures that there is an expectation that federal entities with information limitations work to clear those limitations.
Q3. Do you agree or disagree with the guidance on display in paragraph 26?  Please provide the rationale for your answer.
We agree.
Q4. Do you agree or disagree with the guidance on internal controls in paragraphs 27- 38? Please provide the rationale for your answer.
We agree.  It is excellent guidance that should be applicable to any government making large accrual estimations.
Q5. Do you agree or disagree with the guidance on training of grantees and monitoring of grantee reporting in paragraphs 40 - 43?  Please provide the rationale for your answer.
We agree.
Q6. Do you agree or disagree with the guidance on materiality considerations and risk assessment in paragraphs 34- 49?  Please provide the rationale for your answer.
We agree.
Q7. Do you believe that the example decision tree diagrams in Appendix B: Illustrative Decision Tree Diagrams for Developing and Validating Grant Accruals are helpful?  Please provide the rationale for your answer.
We believe the decision tree is helpful. However, steps have been excluded regarding documentation and to some extent establishment of internal controls.  We suggest that the decision tree should be made more comprehensive.
Q8.  Do you believe that the illustrative example of a note on netting grant advances and accrued liabilities in Appendix C: Illustrative Example of Note on Netting Grant Advances and Accrued Liabilities is helpful?  Please provide the rationale for your answer.
We thought that the illustrative example of the note was helpful.
Q9.  The scope of this ED does not include cooperative agreements (as defined in 31 USC 6305) because cooperative agreements involve more communication between the agency and the grantee.  Accordingly, the participants of the roundtables and the task force did not indicate a need for guidance on developing accrual estimates for cooperative agreements.  Do you agree?  Please provide the rationale for your answer.
We think the guidance should cover cooperative agreements as well as grants. Several federal departments and agencies, such as the Department of the Interior and the Department of  Energy (which we note were not on the task force), make much use of cooperative agreements to further their programs. The Department of the Interior treats cooperative agreements the same as grants as regards accruals and the National Nuclear Administration Agency (under the Department of Energy) performs cost price analysis for all grants and cooperative agreements greater than $500,000. The federal government guidance for the Single Audit does cover cooperative agreements as well as grants.

We appreciate the opportunity to comment on this document and would be pleased to discuss this letter with you at your convenience. If you have questions concerning the letter, please contact Anna D. Gowans Miller, CPA, AGA’s director of research and staff liaison for the FMSB, at amiller@agacgfm.org or 703.684.6931 ext. 313. 

Sincerely,
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Robert L. Childree, Chair 
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