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Social Insurance Accounting

FASAB’s proposals
 Federal Accounting Standards Advisory Board 

(FASAB) has issued a „Preliminary Views‟ 
document 

• Two views (primary and alternative)

• Seeking public comment

 The issue is “How should the Federal Government 
account for its social insurance obligations?”

 Extent to which a social insurance liability should 
be recognized has long been a controversial issue.

 Under current law, the USA‟s major Social 
Insurance programs are on an „unsustainable 
„fiscal path‟. 

• Social Security

• Medicare/Medicaid



Two Views
Primary View

 Recognize expense when 
participants become fully 
insured and are eligible for 
future benefits
• 40 quarters
• Liability = accumulated 

unpaid expense.

 Links balance sheet and net 
cost amounts to Statement of 
Social Insurance (SOSI)
• Disclose reasons for SOSI 

changes

 Retain required 
supplementary information
• Cash flows > 75 years 
• nominal $, % of GDP, % of 

taxable payroll
• „dependency ratio‟

Alternative View

 „Due and Payable‟ - Recognize 
liability, related expense when 
all eligibility criteria are met 
• Individual entitled to receive

a benefit

• Current practice

 Retain current disclosures 

 Add new principal financial 
statements:

• Agency:  „statement of changes 
in social insurance‟

• Governmentwide: statement of 
fiscal sustainability

• Assess program sustainability 

• Intergenerational equity

 Consider deferring earmarked 
revenue in excess of benefits.



Areas for Discussion

 Does a liability exist if it does not relate to a 
current enforceable provision in current law?

 Should we include a liability on the balance sheet 
if it is apparent that that it is unsustainable?

 Should we include a liability on the balance sheet 
if the liability can only be removed by a change in 
current law/policy?

 Is it appropriate to recognize a current period 
surplus if the program is ultimately deemed to be 
unsustainable?



Questions posed by FASAB

 What obligating event creates a recognizable liability 
and expense?

 Are Social Security and Medicare obligations 
measurable as a liability after 40 quarters or 
equivalent of work in covered employment?

 Should line items be added to the SOSI that tie to 
revised expense and liability amounts on the 
Statement of Net Cost and Balance Sheet?

 Should the reasons for changes in SOSI amounts be 
reported?

 Should a statement of sustainability be included?

 Should the Board consider recognizing deferred 
revenue for earmarked revenues in excess of related 
program costs?



What is your opinion?

Send your comments to FASAB

Deadline
April 16, 2007

E-Mail
comesw@fasab.gov

Address
Wendy M. Comes, Executive Director

Federal Accounting Standards Advisory Board
441 G Street, NW, Suite 6814 (Mailstop 6K17V)

Washington, DC 20548
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