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FPP:  Discussion Item – Revenue Recognition
1. Discussion Item, Question or Issue:  60 Day Rule or Revenue Recognition Policy

	An issue occurred this year in the ADE transmission in that the Department had to modify the “grants revenue must equal grant expenditures” for some school districts.  This was due to how their auditor was treating grants accounts receivable revenues receipted beyond its “period of availability” as deferred revenue.  The booking of the deferred revenue caused recognized revenues to be less than the allowable expenditures for such grants.  This in turn led to a negative fund balance for that grant and, in several instances, for the Grants Fund as well, which is a violation of statute.
Various examples of revenue recognition policies were reviewed with the Committee, including the State of Colorado policy of one year.


2. Any Prior FPP Action:  Tabled from the February 11, 2011 Meeting
	This issue was discussed at the February 11, 2011 FPP Committee Meeting.  It was decided that Department staff will contact GASB for an official opinion regarding the situation and bring the information back at the next meeting.


3. Discussion Points/Department Recommendation or Observations (if any):
	Department staff had a discussion with a GASB representative on the revenue recognition questions.  He would only answer questions related to the actual GASB statements.  He did state that GASB Statement No. 38 – Certain Financial Statement Note Disclosures does provide for a great deal of flexibility for the reporting entity to define and disclose their policy for the period(s) of revenue recognition.  He referenced paragraph 42 under the “Basis for Conclusions” section of the Statement for revenue recognition that discusses, “the length of time selected by a government during which revenues are considered available, which typically falls between thirty days and one year, defines the critical aspect of when revenues are recognized in a governmental fund.”  Different policies for different revenues are allowable, but should be disclosed by the entity.  It is the property tax section that addresses the use of the “shall not exceed 60 days” for revenue recognition purposes.  

The auditor should be testing the entities compliance with the entities revenue recognition policies.
Department’s recommendation:  Districts are encouraged to adopt appropriate revenue recognition policies of up to 60 days for property tax purposes, and for an extended period of time for all other revenues.  


4. FPP Action, Decision Made:
	


5. Further Action/Research Needed/Table for Future Meeting:
	


6. Effective Date:
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