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1t tOOK IO than 11 yearsfor the Financil Accouning Stndards Boad and the
Iternatonal Accousting Sandards Bosrd o develop a converged andrd forrevenue
ecogrition whic i appeared onthe s techrical agenda n 2002, Accounting
‘Standards Upeate (ASU) No. 2014-09, Reenefom Contacs itk Custmars (ASC Topic 606
was s on May 26, 2014,

And by o youve kel ead bt te e v sep process an K dht the
sandard so0n wll be efctive. You've ae kel beard the warnings o the “many
impcatons” “changing bsince modcl” o “Ful randormation” that will b reired o
e compliant. Mich o thi s true and, as such, ' ene 10 stars considering b this
5 ging o mpact the sl practoner inchdingthe impct of the principles
oature of this sandard,the ransiion methods nd what the e standard il mean for
censin ndusries

Principles-based Approsch
Whilethe den of  principle-based approach o LS. sandard seting ot new ASC
Topic 606 maybe the ot sing and sgnifcan cxample o date o the FASEs
wilingcs 0 prosmlgat new gidelineswsing s approach,radhe tha the rles-based
method. The EASB has e s conceptalframework a princples based methodology
for more than 30 yeae i developing o sccounting s, bt begining n the carly
0 2000 cris began asetig thatsandards wee becoming increaingly detaled
a0 e b, comple, it s condy 0 sppl. Examplsof financial enioccring
sructure tansasions s he s began 0 emerge
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precnia  care conract. for cample, - lalmeychange orders (um-priced imentoraic and nomimenioriable, ch
ehthe gt o esponblies e d wnapproved). incentives, gy cusomisedmaeria nd b
eineted s whether ot e paries penalies, cxiran lquidated scount o such el when il
approed the new contrac,cberorly orin dasmagee; bk chargen, Stacuss Out o cxpore
e coniictdocs ot ealectubeyh Thi e des vt Limpact of Termination for
o he modicaion may be e fcors e coimaing e o Coavendence on Contract
donein e of tre vy of varibl coneerton o which Durions Ti quesion mobes
1. Terminaion of the cxiing conactsd ey will o enided, and hw an ey mpact of customer erminaion
cratonof 4 new oo houd detcrmine he amoun of eimied1ghts and penalison contactterms.

Teued s i the chingrawere partof n bl comsation o fchode o the Statue Ot o capor.

g oot or ramacion pice. For exagie,un Goneract Gosts T mobes

‘Acombinuionef ox 1 a0d2. i change oner e e tovarible  larin he acounting o pre-

What this means s ht shk the eSidair TUL Lk i conraccousand all ther con bt
corctor b work on the moccation e pesof constrins o be conebred Qably o capitalzaton. Not that
o 0 cxablabiment o cnreeal e recogping e omderion, e b new sandad, e ncremental
Tt nd obligion o prfc il be See s e e cxaie e oo cvaining s comract,mch 0
recoprincon e k] he mkfcaion oo alig it ondingcom, bt iz
e spproved. OF coue, s docued b e eepproved cargs amorized o e b St
prvaty i coukd o g e 1 cndry i FASB ASC 60810351111 Out for expomr
apifant booax difrences 5.116 a0 FASB ASC 606.10- Disclosures: his dess it

n addio, coerucion chens o 1035135 Seama: F clarcaions of diconure it
e e o e s 3 y Under ASC Topic 606, dicnre re
[ —" e o pvide both e
o acconing o he cos o obsining nd quanicsive formason bt
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ented implementaion ses with : Samitcant g sped, 8 wel 0
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