Revenue Standard, SFFAS no 7
Exchange Revenue Standard

40. To the extent that realization of the full amount of revenue is not probable due to credit losses (caused by the failure of the debtor to pay the established or negotiated price), an expense should be recognized and the allowance for bad debts increased if the bad debts can be reasonably estimated.36 The amount of the bad debt expense should be separately shown.

41. To the extent that realization of the full amount of revenue is not probable due to returns, allowances, price redeterminations, or other reasons apart from credit losses, the revenue that is recognized should be reduced by separate provisions if the amounts can be reasonably estimated. The amounts of such provisions should be reflected as revenue adjustments, rather than costs of operations, and should be separately shown.

Nonexchange Revenue Standard

56. Allowance for uncollectible amounts should be recognized based on an analysis of both individual accounts receivable and groups of accounts receivable, as prescribed by other standards.  A provision to increase or decrease the allowance will result in an adjustment of nonexchange revenue, rather than a bad debt expense.
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