CERM F 11 Decenber 1998

MEMCRANDUM FCR Gommanders and Directors, USACE Conmands
SUBJECT:  Accounting Policy for Notes (Long Tern) Receivable

1. The Federal Accounting Sandards Advisory Board (FASAB) set forth
standards for Governnent-wi de CGFO reporting. FASAB standard for recordi ng

“Accounts Receivabl e” states that a receivabl e shoul d be recogni zed when a
federal entity establishes a claimto cash or other assets agai nst anot her
entity, either based on |l egal provisions (such as a payment due date) or
goods/ servi ces provided. Notes (Long Tern) Receivabl e are governed by the
sane standard with the foll owing m ni numconditions required:

a. Apromssory note or contract is nade by one entity (service
provider) to another entity (custoner).

b. Witten agreenent is signed by both entities.

c. Gontains an unconditional pronise or order to pay a certai n sum of
noney.

d. Pronmissory note or contract nust be payabl e on demand or at a
definite tine. The period shall exceed nore than one year.

2. Wthin USACE dvil Wrks, water storage contracts were identified by the
US Any Audit Agency as long termreceivabl es. These Notes Receivable will
be recorded in CBFM5 for the full termof the agreenent (e.g., 10, 20, 30
years, etc.). However, where a ternmination clause exists, the receivable
wll belimted to the period of the termnation notice. For exanple, for a
thirty year water supply contract with a five year ternmnation notice, the
Notes Receivable will be booked on a five year interval. Likew se, water
storage contracts containing an indefinite tine period with no termination
clause are to be booked at a maxi numperiod of ten years.
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3. dvil Wrks outgrants and concessionaire | eases are not bei ng consi dered
by USACE as long termrecei vabl es. Thi s decision was based on the fact that
out grant s/ concessi onaire | eases include a thirty, sixty or ninety day
termnation notice. A so, the current receivables are conputed based on a
percentage of gross receipts, using the Gaduated Rental Systemrate process,
or a special provision allowng credits for work in kind.

4. The general ledger correlation functionality in CBFM5 i s schedul ed to be
conpl eted by 31 Decenber 1998 for recording Notes (Long Tern) Receivabl e.
Onhce the functionality is conplete, this procedure will be foll owed.
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