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June 23, 2010

Ms. Payne:

Attached are comments from the Business Transformation Agency to the proposed
Definitional Changes related to Deferred Maintenance and Repairs.

If you have any questions, please feel free to let me know.

Courtney White

Financial Systems Analyst

Business Transformation Agency
Transformation Priorities and Requirements
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Department of Defense - Business Transformation Agency
Response to FASAB EXPOSURE DRAFT
Definitional Changes related to Deferred Maintenance and Repairs

Q1. The Board proposes adding “repairs” to the title and body of the revised definition
in order to clarify that deferred “repairs” as well as deferred “maintenance” need to be
reported.

Do you agree or disagree that the maintenance definition (title and
body) should be changed to explicitly include “repairs” (refer to
paragraphs A8 — A27 for a detailed discussion and related
explanations)? Please provide the rationale for your answer.

Agree. The definition change to include “repairs” should be added.
The change offers a more standard definition to a wide variety of
property, plant and equipment or fixed assets used throughout the
federal government. Appendix A, Basis for Conclusions, offers
excellent comments supporting the change. Although health and
safety considerations addressed in discussion of asset’s useful life
(paragraph A.27), health and safety considerations also apply to the
definition of “acceptable condition”.

Q2. The second sentence of the existing standard provides (1) an illustrative list of
activities which are not meant to be all inclusive and (2) the terms “acceptable services”
and “expected life.” First, the Board proposes that the list of activities contained in the
second sentence of the existing definition be updated to better reflect current federal
and industry practices as well as encompass maintenance and repair (M&R) activities
related to equipment and other personal property in addition to buildings, building
components, or service systems. Second, the Board believes that the terms
“acceptable services” and “expected life” should be eliminated from the definition. The
second sentence would read as follows:

“Activities include preventive maintenance, replacement of parts,
systems, or components, and other activities needed to preserve or
maintain the asset.”’

a. Do you agree or disagree with each change to the list of activities (refer
to paragraph A16 through A17 for a list of changes and related
explanations)? Please provide the rationale for your answer to each
change.

1 . . . . .
Note: The current SFFAS 6 language states in part that maintenance is ““...needed to preserve the asset so that it continues to
provide acceptable services and achieves its expected life.”
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Disagree. The use of “systems” and “components” in the definition is
too general and should be clarified. Paragraph A17 discusses “building
service systems” such as electrical, plumbing, HVAC, fire protection,
and elevators. Discussion also included Information Technology (IT)
systems. OMB Circular A-130, Management of Federal Information
Resources, defines the term “information system” as meaning a
discrete set of information resources organized for the collection,
processing, maintenance, transmission, and dissemination of
information, in accordance with defined procedures, whether
automated or manual. Some examples would provide some clarification
and improve the list.

b. Do you agree or disagree with the elimination of the phrase “so that it
continues to provide acceptable services and achieves its expected life”
(refer to paragraphs A18, A19, and A27 for detailed discussions and
related explanations)? Please provide the rationale for your answer to
each reference/phrase.

Agree with comment. The proposed definition includes “acceptable
condition” which is sufficient.

Q3. The Board proposes changing the last sentence of the definition to exclude the
reference to needs “originally intended” to be met by the asset. Instead, “activities
directed towards expanding the capacity of an asset or otherwise upgrading it to serve
needs different from, or significantly greater than, its current use” is proposed
(underscoring added for emphasis).

As such, the proposed revised last sentence would read as follows:

“Maintenance and repairs exclude activities directed towards expanding the
capacity of an asset or otherwise upgrading it to serve needs different from, or
significantly greater than, its current use.”

Do you agree or disagree with the aforementioned change (refer to
paragraph A20 for a detailed discussion and related explanation)? Please
provide the rationale for your answer.

Agree with comment. Statement should be structured to indicate
inclusively the activities directed solely for the purpose of preserving the
asset; this would be in line with aforementioned changes stated
inclusively and would maintain clarity of intent.

Q4. The Board is not proposing a change at this time but rather, is seeking input on
the impact that agency capitalization thresholds might have in the reporting of deferred
maintenance and repairs. Because PP&E is subject to various capitalization thresholds
and actual maintenance requirements are not, some believe it is more appropriate to
report deferred maintenance and repairs (DM&R) in the broader context of fixed assets
rather than only for capitalized PP&E.
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Do you believe Deferred Maintenance and Repair (DM&R) reporting
should be limited to DM&R related to capitalized PP&E or directed broadly
to fixed assets? Please provide the rationale for your answer. Refer to
paragraph A21(c) and A24for a detailed discussion and related
explanation.

Agree with DM being limited to Capitalized PP&E. We believe that DM&R should

retain its association to capitalized PP&E; there is a need to retain accountability
for PP&E. There is a need to retain accountability for PP&E. All agencies should
be tracking and maintaining all of their associated DM, but for financial reporting
the main focus is on capitalized amounts.

Q5.

The Board encourages respondents to not only provide input concerning any and

all aspects of the proposed changes thus far discussed, but also other changes, points,
issues and/or considerations which may not have been specifically addressed in this
exposure draft. In addition, the basis for conclusions explains the Board’s goals for this
project (see comments beginning at par.A8) and also discusses other issues raised by
task force members (as an example, see paragraphs A11 through A13).

Please provide any comments or suggestions you have regarding the
goals for this project, other issues identified in the basis for conclusions,
or areas which have not been addressed.

The Deferred Maintenance measurement standards in SFFAS-14,
Amendments to Deferred Maintenance Reporting, Appendix B, are critical
to meaningful financial reporting. In regards to paragraph 83, the
Required Supplemental Information (RSI) should also require a
description of the change in the measurement method. Also, this RSI
must be documented and available for possible review by the command
and/or the audit community. BTA would like to be part of the “continued
consultation with stakeholders” mentioned on page 5.

In regards to paragraph A27, primarily the last sentence, although linking
Deferred Maintenance and Repair to an “expected life” is not appropriate
for depreciation of fixed assets and associated accounting treatment.
Since DM&R is not an accounting transaction, thus does not update the
U.S. Standard General Ledger, the RSl is the primary and only means for
financial disclosure.
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Definitional Changes Related to Deferred Maintenance and Repairs: Amending Statement of Federal
Accounting Standards 6, Accounting for Property, Plant and Equipment

Comment | Page/Paragraph/ BTA Comment Recommended Text
Number
Question #
1 Q1. Doyou Agree. The definition change to include “repairs” should be “Repair” should be added in quotations in context of to “to
agree or disagree | added. The change offers a more standard definition to a wide preserve or maintain the asset.
that the variety of property, plant and equipment or fixed assets used
maintenance throughout the federal government. Appendix A, Basis for
definition (title Conclusions, offers excellent comments supporting the change.
and body) should | Although health and safety considerations addressed in
be changed to discussion of asset’s useful life (paragraph A.27), health and
explicitly include | safety considerations also apply to the definition of “acceptable
“repairs” (refer to | condition”.
paragraphs A8-
A21 for a detailed
discussion and
related
explanations)?
Please provide
the rationale for
your answer.
2 Q2.a. Do you Disagree. The use of “systems” and “components” in the To provide clarification, recommend sentence state: Activities

agree or disagree
with each change
to the list of
activities (refer to
paragraph A16
through A17 for a
list of changes
and related
explanations?
Please provide
the rationale for

definition is too general and should be clarified. Paragraph A17
discusses “building service systems” such as electrical,
plumbing, HVAC, fire protection, and elevators. Discussion also
included Information Technology (IT) systems. OMB Circular A-
130, Management of Federal Information Resources, defines
the term “information system” as meaning a discrete set of
information resources organized for the collection, processing,
maintenance, transmission, and dissemination of information, in
accordance with defined procedures, whether automated or
manual. Some examples would provide some clarification and

include preventive maintenance, replacement of parts,
maintenance of information systems and building service
systems and components such a electrical, fire protection and
elevators, and other activities needed to preserve or maintain
the asset.

Page 5 of 9
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Accounting Standards 6, Accounting for Property, Plant and Equipment
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Question #
your answer to improve the list.

each change.

Q2.b. Do you
agree or disagree
with the
elimination of the
phrase “so that it
continues to
provide

acceptable Agree with comment. The proposed definition includes

services and “acceptable condition” which is sufficient.
achieves its

expected life”

(refer to Should include qualification clause that indicates that the

paragraphs A18, objective of maintenance and repair is to preserve the asset.
A19, and A27 for

detailed
discussions and
related
explanations?
Please provide
the rationale for
your answer to
each
reference/phrase.

Page 6 of 9
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Q3. Do you
agree or disagree
with the
aforementioned
change (refer to
paragraph A20
for a detailed
discussion and
related
explanation)?
Please provide
the rationale for
your answer.

Agree with comment. Statement should be structured to
indicate inclusively the activities directed solely for the purpose
of preserving the asset; this would be in line with
aforementioned changes stated inclusively and would maintain
clarity of intent

Q4. Doyou
believe Deferred
Maintenance and
Repair (DM&R)
reporting should
be limited to
DM&R related to
capitalized

PP&E or directed
broadly to fixed
assets? Please
provide the

Agree that is should maintain its association to Capitalized
PP&E. On one hand, we believe that DM&R should retain its
association to capitalized PP&E; there is a need to retain
accountability for PP&E. All agencies should be tracking and
maintaining all of their associated DM, but for financial reporting
the main focus is on capitalized amounts.

Page 7 of 9
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rationale for your
answer. Refer to
paragraph A21
(c) and A24 for a
detailed
discussion and
related
explanation.

Q5. Please
provide any
comments or
suggestions you
have regarding
the goals for this
project, other
issues identified
in the basis for
conclusions, or
areas which have
not been
addressed.

The Deferred Maintenance measurement standards in SFFAS-
14, Amendments to Deferred Maintenance Reporting, Appendix
B, are critical to meaningful financial reporting. In regards to
paragraph 83, the Required Supplemental Information (RSI)
should also require a description of the change in the
measurement method. Also, this RSI must be documented and
available for possible review by the command and/or the audit
community. BTA would like to be part of the “continued
consultation with stakeholders” mentioned on page 5.

In regards to paragraph A27, primarily the last sentence,
although linking Deferred Maintenance and Repair to an
“expected life” is not appropriate for depreciation of fixed assets
and associated accounting treatment. Since DM&R is not an

Page 8 of 9
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accounting transaction, thus does not update the U.S. Standard
General Ledger, the RSl is the primary and only means for
financial disclosure.

Page 9 of 9





<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /PageByPage
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Off
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness false
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Preserve
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages false
  /ColorImageMinResolution 150
  /ColorImageMinResolutionPolicy /Warning
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasGrayImages false
  /CropGrayImages false
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /Warning
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasMonoImages false
  /CropMonoImages false
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /Warning
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (U.S. Web Coated \050SWOP\051 v2)
  /PDFXOutputConditionIdentifier (CGATS TR 001)
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /ENU (Use these settings to create Adobe PDF documents suitable for reliable viewing and printing of business documents.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting true
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AllowImageBreaks true
      /AllowTableBreaks true
      /ExpandPage false
      /HonorBaseURL true
      /HonorRolloverEffect false
      /IgnoreHTMLPageBreaks false
      /IncludeHeaderFooter false
      /MarginOffset [
        0
        0
        0
        0
      ]
      /MetadataAuthor ()
      /MetadataKeywords ()
      /MetadataSubject ()
      /MetadataTitle ()
      /MetricPageSize [
        0
        0
      ]
      /MetricUnit /inch
      /MobileCompatible 0
      /Namespace [
        (Adobe)
        (GoLive)
        (8.0)
      ]
      /OpenZoomToHTMLFontSize false
      /PageOrientation /Portrait
      /RemoveBackground false
      /ShrinkContent true
      /TreatColorsAs /MainMonitorColors
      /UseEmbeddedProfiles false
      /UseHTMLTitleAsMetadata true
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /BleedOffset [
        0
        0
        0
        0
      ]
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName (U.S. Web Coated \(SWOP\) v2)
      /DestinationProfileSelector /UseName
      /Downsample16BitImages true
      /FlattenerPreset <<
        /ClipComplexRegions true
        /ConvertStrokesToOutlines false
        /ConvertTextToOutlines false
        /GradientResolution 300
        /LineArtTextResolution 1200
        /PresetName ([High Resolution])
        /PresetSelector /HighResolution
        /RasterVectorBalance 1
      >>
      /FormElements true
      /GenerateStructure true
      /IncludeBookmarks true
      /IncludeHyperlinks true
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MarksOffset 6
      /MarksWeight 0.250000
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /UseName
      /PageMarksFile /RomanDefault
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice




