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.01 U.S. GAAP for federal government entities are promulgated by the Federal Accounting Standards Advisory Board (FASAB). The board was created in 1990 by a memorandum of understanding signed by the Comptroller General of the United States, the Secretary of the Treasury, and the Director of OMB (the three sponsors). FASAB was recognized by the AICPA as the standard-setting body to establish U.S. GAAP for federal governmental entities under Rule 203, “Accounting Principles,” of the AICPA’s Code of Professional Conduct. Pursuant to resolutions adopted by the AICPA Council since October 19, 1999, Statements of Federal Financial Accounting Standards (SFFAS) issued by FASAB are recognized as U.S. GAAP for the applicable federal governmental entities.   

FASAB promulgates federal accounting concepts or standards through a due process that includes public hearings and exposure drafts to obtain public comments. After FASAB submits proposed standards to the three sponsors and the Director of the Congressional Budget Office (CBO), they become final 90 calendar days after submittal, unless the Comptroller General or the Director of OMB object. Accounting standards and principles involving human and other capital do not become final until the passage of a period of 45 continuous session days of the Congress after they are submitted to the Congress.

.02 The hierarchy of accounting principles for federal entities is presented below from most authoritative to least authoritative. The AICPA recognizes this hierarchy as U.S. GAAP for applicable federal entities, according to AU 411.
a. FASAB Statements and Interpretations plus AICPA and FASB pronouncements made applicable to federal governmental entities by a FASAB Statement or Interpretation.

b. FASAB Technical Bulletins and the following pronouncements if specifically made applicable to federal governmental entities by the AICPA and cleared by FASAB: AICPA Industry Audit and Accounting Guides, and AICPA Statements of Position.

c. AICPA AcSEC Practice Bulletins if specifically made applicable to federal governmental entities and cleared by FASAB and Technical Releases of its Accounting and Auditing Policy Committee.

d. Implementation guides published by FASAB staff and practices that are widely recognized and prevalent in the U.S. government.

.03 In the absence of a pronouncement in the above hierarchy, the auditor may evaluate other accounting literature, including: 

· FASAB Concepts Statements; 

· pronouncements in categories a through d in FAM 560.02 when not specifically made applicable to federal governmental entities; 

· FASB and Government Accounting Standards Board (GASB)
 Concepts Statements; 

· GASB Statements, Interpretations, and Technical Bulletins; 

· AICPA Issues Papers; 

· International Accounting Standards of the International Accounting Standards Committee; 

· pronouncements of other professional associations or regulatory agencies; 

· AICPA Technical Practice Aids; and 

· accounting textbooks, handbooks, and articles.

.04 Entities summarize their significant accounting policies, usually in note 1 to the financial statements.

.05 The auditor should evaluate the financial statements for conformity with U.S. GAAP and should identify any instances of nonconformity, which may include incomplete disclosure or use of an accounting principle that is contrary to U.S. GAAP. To assist the entity in preparing federal entity financial statements with appropriate and adequate disclosure in accordance with U.S. GAAP and to assist the auditor in evaluating those statements, a Checklist for Federal Accounting (FAM 2010), and a Checklist for Federal Reporting and Disclosures (FAM 2020), are presented in FAM Volume 3.

.06 The auditor should evaluate the impact of nonconformity with U.S. GAAP on the financial statements and should determine the effects, if any, on the auditor’s report (see FAM 580.22).
� GASB establishes U.S. GAAP for units of state and local government.
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