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Department of Transportation 

Request for Comments on FASAB Exposure Draft: Estimating the Historical Cost of 
General Property, Plant, and Equipment (G-PP&E) -- Amending Statements of Federal 
Financial Accounting Standards 6 and 23  

All responses are requested by January 30, 2009 to FASAB.   

Q1. The Board proposes that reasonable estimates may be used upon initial 
capitalization by entities implementing G-PP&E accounting for the first time. See 
paragraphs 7 and A9. 

Do you agree or disagree that reasonably estimating the original transaction 
data historical cost and accumulated depreciation of G-PP&E upon initial 
capitalization is appropriate for entities that have not previously reported G-
PP&E on their entity financial reports and for those who have not previously 
prepared financial reports, but who may be required or elect to do so in the 
future? Please provide the rationale for your answer. 

Department of Transportation, Maritime Administration’s (MARAD) 
Response:   

We agree and support this standard.  

MARAD’s vessels under the national defense reserve force (NDRF) program 
were treated as national defense PP&E according to the FASAB SFFAS No. 
11 issued in December 1988.  This PP&E was reported as expenses in the 
DOT’s financial statement prior to FY 2003.  However, SFFAS No. 23 issued 
by FASAB in May 2003, eliminated the national defense PP&E.   MARAD 
started to report these NDRF vessels as G-PP&E depreciable assets on the 
DOT’s financial statement in FY 2003.   

In order to track and report the G-PP&E, agencies must determine whether 
the acquisitions are meeting G-PP&E criteria and must establish G-PP&E 
costs, life and depreciation methods, etc.  As a result of the change of the 
standards from No. 11 to No. 23, MARAD had to retroactively reconstruct the 
historical cost information for these vessels as G-PP&E.  MARAD had a 
difficult time substantiating the historical book values of many vessels 
associated with the original documents, multiple transactions occurred 
years before the standard (SFFAS No. 23 of May 2003) was issued; the 
documentation (e.g., purchase orders, invoices, book values) may no longer 
exist or; the records have been archived or disposed (as the retention period 
for documents has expired.)  The costs of reconstructing historical financial 
information for G-PP&E would be enormous for G-PP&E acquired prior to the 
SFFAS No. 23 and there is little benefit to construct a perfect historical 
financial information for this type of G-PP&E because the book values of 
many of these properties are $0 or almost depreciated.  Therefore, estimating 
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the original transaction data historical cost and accumulated depreciation of 
G-PP&E upon initial capitalization is appropriate.     

Q2. The Board proposes that initial capitalization of G-PP&E based on reasonable 
estimation methods as provided in the SFFAS 23, as amended, be considered 
acceptable on a continuing basis. See SFFAS 23 amended paragraphs [10.] – [13A.]. 

Do you agree or disagree that initial capitalization of G-PP&E based on 
reasonable estimation methods as provided in the SFFAS 23, as amended, is 
acceptable on a continuing basis? Please provide the rationale for your 
answer. 

MARAD’s Response:  We agree that initial capitalization of G-PP&E based on 
reasonable estimation methods is acceptable on a continuing basis. 

The vessels that Maritime Administration acquires for the Ready Reserve 
Force (RRF) are often older vessels (e.g., over ten years old).  The majority of 
these vessels and PP&E equipment on the vessels (e.g., forklifts) were 
transferred from other agencies, foreign shipyards, etc. and the original 
documentation (e.g., purchase orders, invoices, book value) may no longer 
exist. 

The Board proposes to allow the use of reasonable estimates of the original 
transaction data historical cost and accumulated depreciation for G-PP&E. See 
paragraphs 7 and A10 – A13A. 

Do you agree with the proposed amendment to SFFAS 6 that allows the use 
of reasonable estimates of the original transaction data historical cost and 
accumulated depreciation for G-PP&E? Please provide the rationale for your 
answer. 

MARAD’s Response:  We agree with the proposed amendment to SFFAS 6 
because it allows for various methods to derive reasonable estimates and 
determine reasonable life of the related G-PP&E.   We concur with the 
paragraph 12 and 13 that the estimates may be based on budget 
appropriation, engineering documents, contracts and other reports reflecting 
the amount to be expended and alternatively, current replacement costs of 
similar items.  MARAD sometimes uses the independent appraised fair 
market value to determine the cost of the defaulted guaranteed ships.  We 
propose the paragraph 12 includes the “ independent appraisal value”.             

The Board proposes that reasonable estimates be permitted at any time. One 
member has expressed concern regarding the open-ended time period for the use 
of estimates. See paragraphs 7 [SFFAS 6 amended paragraph 40], A5., A14., 
A15., A19. and A20 

Do you believe that the use of reasonable estimates to value G-PP&E should 
be permitted at any time (i.e., an open-ended option) or only permitted 
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through a definitive end date (i.e., a date-certain option)? Please explain your 
preference.  

MARAD’s Response:  We believe that the use of reasonable estimates to G-
PP&E should be permitted at any time for certain types of G-PP&E, such as, 
the transfers or donation of old PP&E (e.g., vessels).  For example, if the U.S. 
Navy were to transfer a seaworthy vessel to MARAD, it would be unwise and 
unreasonable of MARAD to reject this vessel simply because the G-PP&E 
documentation was not retained. 

Q3. As noted above, one member, Mr. James Patton, has expressed views different 
from the majority view regarding this proposal. See paragraphs A18. through A20. 

Do you agree with the views expressed in the Alternate View in the Basis for 
Conclusions? Please provide the rationale for your answer. 

MARAD’s Response:  We do not agree with Mr. Patton for the reasons 
expressed in our responses to the questions 1 – 4. 

Q4. The Board has proposed clarifications regarding when reasonable estimates are 
permitted.   

Do you believe additional clarification is needed on the use of reasonable 
estimates when valuing the historical cost of G-PP&E? Please explain what 
areas require additional clarification and provide the rationale for your 
answer. 

MARAD’s Response:  FASAB could provide more guidance for the paragraph 
12 and 13 by providing more reasonable options for estimating historical 
costs.   

 

#6 Wendy Calvin Federal  - Preparer



<<
  /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




