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Reply fo Attn of:

National Aeronautics and Space Administration

Headquarters
Washington, DC 20546-0001

January 30, 2009
Office of the Chief Financial Officer

Ms. Wendy M. Payne

Executive Director

Federal Accounting Standards Advisory Board
Mailstop 6K 17V

441 G Street NW, Suite 6814

Washington, DC 20548

Dear Ms. Payhe: Wﬂfﬂ‘y

The National Aeronautics and Space Administration (NASA) appreciate the opportunity to
provide comments to the exposure draft “The Hierarchy of Generally Accepted Accounting
Principles, Including the Application of Standards Issued by the Financial Accounting
Standards Board.” Enclosed you will find NASA’s response to the questions for the
respondents.

I you have any questions regarding NASA’s response, please contact Mr. Kevin Buford,
Director of Strategic Integration and Policy, at (202) 358-0405 or by e-mail at
kevin.buford@nasa.gov.

Sincerely,

Terry Bowie ..
Deputy Chief Financial Officer
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Hierarchy of Generally Accepted Accounting Principles

Q1.

A

This Exposure Draft (ED) proposes to incorporate the hierarchy of generally
accepted accounting principles (GAAP) that currently resides in the
professional auditing literature into the FASAB’s authoritative literature. Do
you agree or disagree with the hierarchy presented in the Exposure Draft (see
paragraphs 5 -8)7 Please explain the reasons for your position in as much
detail as possible.

We agree with the hierarchy, but believe that it would be enhanced by
addressing the position of OMB and Treasury guidance and GAO
recommendations in the hierarchy. "Practices that are widely recognized and
prevalent in the federal government” or “pronouncements of other professional
associations or regulatory agencies” may include this guidance but that is left
up to interpretation.

Often GAQ programmatic observations and suggestions find their way into an
Agency's Financial Statement audit. Although the GAO programmatic
recommendations strengthen agency processes in carrying out programmatic
objectives, they should not replace, supplant or be required and presented as
GAAP non-compliance or a Financial Statement presentation's material
weakness.

It is important to document FASAB's role in establishing GAAP as it relates to
the Federal Government. it is even more important to reinforce the authority
of this guidance by including the GAAP Hierarchy within the authoritative
literature itself. ,

Application of Standards Issued by the Financial Accounting Standards
Board

Q2.

A2

This ED proposes to regard general purpose financial reports prepared in
conformity with accounting standards issued by the Financial Accounting
Standards Board (FASB) as being in conformity with GAAP for those federal
entities that have in the past issued such reports (see paragraph 9). Do you
agree or disagree with the Board's position? Please explain the reasons for
your position in as much detail as possible. To help you in preparing your
response, a listing of some of the entities that apply FASB standards as well
as some of the areas where differences occur is included in Appendix C:
Examples of Federal Entities that Apply FASB Standards.

We agree with the decision to allow government corporations and other
entities whose primary activities are similar to those of private business to
take direction from FASB. '
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Q3. This ED proposes to clarify that a federal entity that is preparing GAAP-based

A3

financial statements for the first time is required to implement FASAB
standards unless the entity clearly demonstrates that the needs of its primary
users would be best met through the application of FASB standards (see
paragraphs 10 and 11). Do you agree or disagree with the Board’s position?
Please explain the reasons for your position in as much detail as possible.

We agree that federal entities preparing GAAP-based financial statement
should do so by implementing FASAB standards. Federal entities whose
primary activities are similar to those of private business should prepare
financial statement implementing FASB standards.

Separate Project on Reporting By Federal Entities That Primarily Apply
Standards Issued By The FASB

The Board would greatly appreciate your responses to the following questions to
aid in the Board’s future deliberations on its companion project on reporting by
federal entities that primarily apply standards issued by the FASB. Further
information on this project may be found in paragraphs A7 through A16 of
Appendix A: Basis for Conclusions and on the FASAB website at
hitp:/fwww.fasab. gov/projectsgaap.html.

Q4.

Ad

Qb.

The Board has tentatively decided that no federal entities will be required to
convert to FASAB standards for their stand-alone general purpose financial
reports at this time; however, the Board is considering whether additional
reporting may be required in order to meet the objectives of federal financial
reporting (e.g., budgetary reporting, cost accounting, management's
discussion and analysis). What FASAB reporting requirements are you aware
of that would complement or enhance current reporting by federal entities
following FASB standards (see paragraphs A8 through A12 of Appendix A:
Basis for Conclusions)? Please explain the reasons for your position in as
much detail as possible.

We are not aware of any reporting requirements that would enhance current
reporting by federal entities following FASB standards

As noted in the previous question, the Board has tentatively decided that no
federal entities will be required to convert to FASAB standards for their stand-
alone general purpose financial reports at this time; however, the Board is
considering whether information provided by these entities to a parent agency
or the U.S. Department of the Treasury for the consolidated financial report of
the U.S. Government (CFR) should conform with accounting and reporting
principles issued by the FASAB where there are material differences between
the two sources (see paragraphs A13 through A15 of Appendix A: Basis for
Conclusions). Do you agree or disagree that the information provided for
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consolidated financial reports should conform to FASAB accounting and
reporting standards? Please explain the reasons for your position in as much
detail as possible.

We disagree with the requirement noted in Q5, unless the requirement is
limited to the requirements under TFM 4705.25, Treasury’'s Government-wide
Financial Reporting purposes for special purpose financial statements.
independent auditors have been required by OMB Bulletin 07-04 to rely on the
results of their audit procedures performed in the audit of an entity’s general
purpose financial statements to reach an opinion on the related special
purpose financial statements for the purpose of consolidation into Treasury’s
Government-wide Financial Report. Requiring that special purpose financial
statements provided to parent agencies conform to FASAB may result in
significant additional work by the auditor in order to support the basis for their
opinion on the special purpose financial statements. This may be costly,
requiring federal entities to provide additional evidence to support their special
purpose statements being converted from ancther basis to FASAB. The cost
to meet the reporting requirement may outweigh any benefits derived. A
requirement for the disclosure of the reporting standards (FASAB or FASB) for
the special purpose financial statements should provide users of the basis for
any material difference between the sources.

Do you have a current opinion on whether federal entities that report in
conformance with FASB standards should be permitted to convert to
International Financial Reporting Standards (IFRS), given the discussions
regarding whether public companies should use IFRS (see paragraph A16 of
Appendix A: Basis for Conclusions)? Please explain the reasons for your
position in as much detail as possible.

We do not currently have an opinion. We need to have more information on
how the movement of FASB reporting entities to IFRS will affect the reporting
of FASAB reporting entities.





