Dat e: Septenber 11, 1995
To: Bob Bram ett

From Judy Yuran, Chairnman
SGE | ssues Resolution Comrittee

Subj ect: Issues Resolution Commttee Comments on Revenue ED

Thank you for the opportunity to comrent on the Revenue exposure
draft. The follow ng cooments were devel oped by the |ssues
Resol ution Commttee of the Standard General Ledger Board.

Menbers of the IRC are very concerned with the cost benefit of

i npl enentati on of many aspects of this and other FASAB st andards.
| npl enentation will require nmuch reprogranm ng of agencies’
systens to capture data in the prescribed way and for creation of
new reporting nodules. Costs for teaching the new accounting
concepts to enployees at all levels will also be incurred.

Addi tionally, the standards continue to depart from accounting
taught in the nation’s schools which | engthen the | earning curve
of the graduates hired into Federal service. Finally, many folks
are wondering if the changes which may certainly work wll
actually inprove the data enough to warrant the effort.

Custodial Statement

VWhat is considered material on the custodial statenent? Do you
intend for agencies to report interest, penalties and

adm ni strative charges coll ected on delinquent debts and
deposited into the Treasury General Fund on this statenment? Are
enpl oyer contributions to Thrift Savings, Retirenent and Health
Benefits considered custodial activity for the enpl oyi ng agency?

Uncollectible Amounts

We believe that netting accrued revenue with uncollectible
anounts is inappropriate. Netting the two anmounts w ||
understate the anount of revenue actually earned. Even with
respect to IRS tax collections, when a tax is levied, it is
earned through the governnent’s sovereign power to tax the
citizenry.

Addi tionally, by not recording bad debt expense, representing
uncol | ecti bl e ambunts on the face of the statenent, you |ose an
i nportant performance neasurenent tool for debt collection
activity. Finally, how can we record an all owance for doubtful
accounts as a reduction to accounts receivable on the bal ance
sheet wi thout an offsetting bad debt expense on the Statenent of



Net Cost ?

Volume 1, paragraph 35. The |ast sentence change "recogni zi ng
t he appropriation” to "reducing the appropriation.”

Volume 1, paragraphs 47 & 120. These paragraphs state that the
standards for exchange revenue are not applicable to direct |oans
and | oan guarantees under credit reform However, Vol une 2,
paragraph 30 states that interest on direct |oans under credit
reformis exchange revenue. Please, specify what credit reform
revenue i s exchange revenue in Volume 1 paragraphs 47 & 120.

Volume 1, paragraph 193. The matchi ng concept as defined in GAAP
mat ches periodic revenue earned with expenses. The federal
government in many cases does not earn revenue but receives
appropriated funds to cover expenses. W understand the FASAB
desire to match “appropriated capital used” with “appropriated
funds expended” in the sanme period. However, the term "net
results of operations" used in the “Statenent of Changes in Net
Position” has a specific definition in GAAP that indicates
expenses are netted against revenue to show a profit or loss. W
suggest changing the line item*“Net results of Operations” to
"Excess/shortage of Net Costs over Financing Sources Provided in
the Current Period."

Volume 2, paragraph 30. This paragraph is inconsistent with
FASAB standard 2. Suggest second sentence change: Delete “two
parts”: and “and anortized interest...passage of tine.” Al so,
del ete the conplete 3rd sentence.

Thank you again for the opportunity to coment. Please feel free
to call ne on (202)874-6308 if you' d like to discuss these
comments or need additional information.



