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CFOs prepare to address new standards for
revenue recognition, navigating through similar waters.
but with new tactics.
Financial performance depends on their hitting the matrl
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Topics of Presentation et
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ADefining the Landscape

AASC 606: What It Governs and How it Came To Be
ADetails of the Revenue Recognition Model

ASubtopics of the Revenue Recognition Model
ASystems for 606: Managing Revenue in the New Econa
AAppendix

Preparing for ChangeHow to Manage the New Rev Rec Standards



-—

I

-—

\ ol

W
SRR
T

Preparing for Change

Defining the Landscape
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Revenue Recognition: An Ongoing Narratife=re
U
—

As always, accounting for revenue Is a consideration o

When?
How Much?
7
| When~ 1
| | * | How
Now Pointin-Time .
Much?
When?
Now Period of Time -1
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ASC 606: Title Focus

For the new rev rec standards the application of
whenandhow much
IS specific tacontractswith customers.
C!{.Qa ! OO02dzy Ay 3 -09,U0l VI
or Topic 606 is:
Revenue from Contracts with Customers

FINANCIAL ACCOUNTING SERIES I
May 2014
No. 2014-09
May 2014 IFRS 15 Revenue from

Contracts with Customers

Revenue from Contracts with Customers
(Topic 606)
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ASC 606: Content Focus E:-
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FASB outlines iscopeandfocus:
G¢CKS 3JIdzARFYOS Ay UOUKAA !

|
elither enters into contracts with customers to transfer
goods or services or enters into contracts for the
transfer of nonfinancial assets unless those contracts a
within the scope of other standards (for example,

AYadzZNy yOS O2YyiUNF @la 2
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ASC 606: Title Focus

FASB defineseontractas:

aXFy FANBSYSyld o
ONBI 0Sa Sy¥T2N

Ej<
@p))

Consideration

Goods & Services
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ASC 606: Title Focus —
) A a

X Iy Rustbmeras:

a! LI NIeé OGKIFO KlFa 02y iN
322Ra 2NJ AaSNWAOSa (KL
2ZNRAYINE |OUAQGAGASE AY

+ Al @ O2YUGNIOGa&a UKIFG NBE I

NI G KSNJ O2yUNY OGla oA0K 6
naturally apply to noroperating business contracts.

)
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ASC 606: Core Principal -

| -

While financial managers look for a new set of rules tc
abide by, they may miss themre principatoncerning
performance andentitiement

G¢CKS O2NB LINAYOALIX S 2F |
should recognize revenue to depict the transfer of the
promised goods or services to customers in an amoun

that reflects the consideration to which the entity
expects to be entitled in exchanges for
0K2asS 3I22RAa 2NJ aSN
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ASC 606: Summary

In summary, for entities writing contracts with
customers, the narrative of when and how much
revenue to recognize must reflect

the core principal operformanceandentitlement

“ ﬂ

Preparing for ChangeHow to Manage the New Rev Rec Standards



How Does the Core Principal Change Rul -

Legacy Vs. New Standards: How Main Provisions Differ
Revenue Recognition Topi[ S3F O& { U y R|New Standard: ASC 606

When Revenue is Recognized | AWhen realizedr realizable AWhen each performance
'Y RX obligation (or distinct goods or
AWhen earned services) is satisfietl.

Revenue recorded with Revenue recorded when
receipt of cash and delivery the entity performs

E Difference: receipt of assets and delivery vs. performz

How Much Revenue is Recogniz| Legal Contract Concet Accounting Contract Concefat
Transaction amounts which the | Transaction amounts which the
entity contractsto be entitled, entity expectdo be entitled,
based orpromisedo pay. based orpotentialto pay.

Allowances recorded, but | No allowances recorded,
no variable consideration | but variable consideration

E Difference: net vs. gross (consistent with entittement)
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FASB Five Step Model of Rev Rec Proces:

FASB provides a five step model of the rev rec process, to he
with the ordering of your contracts, and for answering the
jdzSaidAz2ya 2F GgKSYyE |y
An entity recognizes revenue in accordance with the
core principle by applying the five steps.

121845
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Five Steps of the Revenue Recognition M —
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Subtopics of the Revenue Recognition Moo=
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Subtopic 606 Requirements
Contract Modifications If 0 K S dldhdndein price or scope(or both) of the original

contract,with both partiesagreeing.additionalguidanceis
offered within the overallcontextof applyingASG06.

Licensing If the entity haslicensingagreements,which are distinct
or predominantlydistinctin the contract, refined guidance
Is offered within the overallcontextof applyingASG06.

Costs Related to a Contrac, An entity shallrecognizeasan asset(deferredcost):
Alncrementalcostsof obtaininga contractwith a customer
ACostgncurredin fulfilling a contractwith a customer

Presentation Presentatiorrequirementsfor contractassetsand liabilities,
andtheir respectiveimpacton the statementof activities

Disclosures Disclosurgequirementsfor aXthe nature,amount,timing,
anduncertaintyof revenueand cashflowsXé?
A Contractbalancedy unbilled, billed, andpaid
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Who and When?

Applies to all entities, with attestation requirements,

iIncluding nonpublic entities that previously had
2y 3¢ FdzZARIF YOS NbT |
t dzoft AO / 29Q4a 9FFSOUALDSY ! yydz f =
b2y LIzt AO / 2dQa 9FFSOGALDSY ! yydz

aal 3

t dzof AO /| 2 PQATF

201 8[e}t Q2 Q3 Q4 ’
b2y LIzt A0 / 2 dQa
201

*Also, NFP (w/Issued Securities), EE Benefit Plans
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Materiality <> compliance with the new standards

CKFEO AazZ SOSYy AT 0KS OKIlIy3
audited financials will still need to reflect the new
accounting provisions, process, and disclosures.

To wit, early indications show financial effects are varied:

Impact on Opening Balances of Retained Earnings as of 03/31/17 (AuditAnalytics.t

Company Transition Method Impact on Opening R/E
Alphabet Inc. Modified Retrospective ($15,000,000)
UnitedHealth Group Inc Modified Retrospective Impact was not material
Ford Motor Co Modified Retrospective $36,000,000

Raytheon Co Full Retrospective $91,000,000

General Dynamics Corp | Full Retrospective ($684,000,000)
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A Global Standard
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A joint standard for organizations following US GAA®IFRS

Accounting for Revenue from Contracts with Customers

Who Combining For Version of Joint Standard
FASB Single Comprehensive | ASU 201409
IASB Model (Unified Standard) | IFRS 15

' FINANCIAL
F/SB ACCOUNTING
o« STANDARDS BOARD
cﬂ ™
&3
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How to Administer 606 & New Economy?

ASC 606 and the new economy demand systems with the
architecture to support contracts, and the nuances of
subscriptions, complepricing, and interconnected business.

To serve CFOs, ERP systems must administer the five steps
and manage new economy transactions.

21845
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Main Provisions of 606 as Applied to Syst -
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