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SUMMARY

The objective of this Statement is to balance the need for financial reports to be publicly
available with the need to prevent the disclosure of classified national security information or
activities in publicly issued General Purpose Federal Financial Reports (GPFFRs). This
Statement allows financial presentation and disclosure to accommodate user needs in a manner
that does not impede national security.

This Statement permits modifications that do not affect net results of operations or net position.
In addition, this Statement allows a component reporting entity to be excluded from one
reporting entity and consolidated into another reporting entity, and the effect of the modification
may change the net results of operations and/or net position.

Further, Interpretations of this Statement, which may themselves contain classified information,
will address the requirements of this and other standards and permit other modifications when
needed to prevent the disclosure of classified information. Modifications permitted by this
Statement and future Interpretations may affect the net results of operations and/or net position
of those entities applying the Interpretations.

The provisions of this Statement need not be applied to immaterial items. The determination of
whether an item is material depends on the degree to which omitting or misstating information
about the item makes it probable that the judgment of a reasonable person relying on the
information would have been changed or influenced by the omission or the misstatement.
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STANDARDS

SCOPE

1.

This Statement applies to federal entities that issue unclassified general purpose federal
financial reports (GPFFRs), including the consolidated financial report of the U.S.
Government (CFR), in conformance with generally accepted accounting principles (GAAP),
as defined by paragraphs 5 through 8 of Statement of Federal Financial Accounting
Standards (SFFAS) 34, The Hierarchy of Generally Accepted Accounting Principles,
Including the Application of Standards Issued by the Financial Accounting Standards Board.

This Statement does not apply to the reporting of financial information within the GPFFR in
the classified environment and only applies when the information is presented in the
unclassified environment, such as publicly available component reporting entity GPFFRs.
This Statement does not apply to classified GPFFRs provided to cleared personnel,
including elected officials. This does not relieve reporting entities from their requirements
and responsibilities to comply with other accounting standards in the appropriate classified
environment.

DEFINITIONS

3. Classified National Security Information, also known as "classified information," is any

information that has been determined pursuant to Executive Order (EQ) 13526, as
amended; or any successor orders, to require protection against unauthorized disclosure
and is marked to indicate its classified status. Information may be classified at one of the
following three levels:

a. TOP SECRET, which is applied to information, the unauthorized disclosure of which
reasonably could be expected to cause exceptionally grave damage to the national
security that the original classification authority is able to identify or describe;

b. SECRET, which is applied to information, the unauthorized disclosure of which
reasonably could be expected to cause serious damage to the national security that
the original classification authority is able to identify or describe; and

c. CONFIDENTIAL, which is applied to information, the unauthorized disclosure of
which reasonably could be expected to cause damage to the national security that
the original classification authority is able to identify or describe.

Original Classification Authority is an individual authorized in writing, either by the
President, the Vice President, or by agency heads or other officials designated by the
President, to classify information in the first instance.

Derivative Classification is incorporating, paraphrasing, restating, or generating in new
form information that is already classified, and marking the newly developed material
consistent with the classification markings of the source of the information. Derivative



classification includes the classification of information based on classification guidance. The
duplication or reproduction of existing classified information is not derivative classification.

APPLICATION OF STANDARDS AND DISCLOSURES

6. Classified information is prohibited from public release. Classified information is determined

by an Original Classification Authority (OCA) or by applying derivative classification.

Reporting entities are expected to comply with other accounting standards in the appropriate
classified environment. Reporting entities should apply this Statement when an OCA
concludes, or others determine by applying derivative classification, that the information is
classified and, therefore, cannot be presented without modification in unclassified GPFFRs.
Component reporting entities have the discretion to apply this Statement at the program or
transaction level.

This Statement permits certain modifications to prevent the disclosure of classified
information in an unclassified GPFFR. This Statement permits the following:

a. An entity may modify information required by other standards if the effect of the
modification does not change the net results of operations or net position.

b. A component reporting entity is allowed to be excluded from one reporting entity and
consolidated into another reporting entity. The effect of the modifications may
change the net results of operations and/or net position.

c. An entity may apply Interpretations of this Statement that allow other modifications to
information required by other standards, and the effect of the modifications may
change the net results of operations and/or net position.

The above modifications allowed by this Statement are discussed in more detail in
paragraphs 9-11 below.

PRESENTATION AND DISCLOSURE MODIFICATIONS

9.

The entity should modify unclassified financial statement presentations, disclosures,
required supplementary information (RSI), and required supplementary stewardship
information (RSSI) required by other Statements to prevent the disclosure of classified
information if the effect of the modification does not change the net results of operations or
net position. In this context, modify means:

a. Presenting amounts associated with one financial statement line item in another
financial statement line item but not presenting narrative explaining the modification.

b. Omitting required disclosures, RSI, or RSSI that would otherwise reveal classified
information.



CONSOLIDATION MODIFICATIONS

10. An organization may be excluded from a particular reporting entity to prevent the disclosure
of classified information and consolidated into another reporting entity. According to SFFAS
47, Reporting Entity, there are organizations’ that should be included in a particular
component reporting entity’s GPFFR. Such organizations may be excluded from the
particular component reporting entity’s GPFFR to prevent the disclosure of classified
information and consolidated into another reporting entity.? If a reporting entity consolidates
an organization that is excluded from another reporting entity’s GPFFR to prevent the
disclosure of classified information, that consolidation modification may affect one or both
reporting entities’ net results of operations and/or net position.

INTERPRETATIONS

11. The Board may issue Interpretations of this Statement that affect other Statements. Such
Interpretations may permit other unclassified GPFFR presentation and disclosure
modification options, as needed. These modification options would prevent unauthorized
disclosure in an unclassified GPFFR. Modifications that affect the entity’s net results of
operations and/or net position may be allowed by Interpretations of this Statement.

COMPONENT REPORTING ENTITY DISCLOSURES

12. All federal component reporting entities must include the following in the summary of
significant accounting policies.

Accounting standards require all reporting entities to disclose that accounting standards
allow certain presentations and disclosures to be modified, if needed, to prevent the
disclosure of classified information.

Component reporting entities must not disclose application of this Statement, including any
Interpretations of this Statement.

FINANCIAL REPORT OF THE U.S. GOVERNMENT DISCLOSURES

13. The financial report of the U.S. Government (government-wide financial report) must include
the following in the government-wide summary of significant accounting policies.

Accounting standards allow certain presentations and disclosures to be modified, if
needed, to prevent the disclosure of classified information. Accordingly, modifications
may have been made to certain presentations and disclosures.

The government-wide financial report must not disclose specific Interpretations of this
Statement that may have been applied.

! Decisions to exclude an organization from a particular component reporting entity to prevent the disclosure of
classified information may be evidenced by, for example, approval or concurrence from an oversight organization,
such as the Office of Management and Budget.

2 SFFAS 47, Reporting Entity, provides the framework for determining what organizations (for example, component
reporting entities or sub-components) should be included in the reporting entity’s GPFFRs for financial accountability
purposes. A reporting entity may be the government as a whole, another component entity, or a subcomponent
reporting entity.



EFFECTIVE DATE

14. This Statement is effective upon issuance.

The provisions of this Statement need not be applied to immaterial items.




