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Summary: Companies are gearing up to follow some of the biggest accounting changes in decades,

starting with sweeping new revenue recognition guidance that public companies must follow in 2018,

lease accounting rules in 2019, and a new method to tally losses on bad loans that starts going into

effect in 2020. Now that the FASB has published these standards, the board is focusing on making

https://checkpoint.riag.com/app/find?begParm=y&appVer=17.06&dbName=AFRA&linkType=docloc&locId=nw062817-1&ods=AFRA&permaId=i523e9a46dc4d45edfed2967c9a6e1b66&permaType=doc&tagName=PAR&endParm=y
https://checkpoint.riag.com/app/find?begParm=y&appVer=17.06&dbName=AFRA&linkType=docloc&locId=nw062817-1&ods=AFRA&permaId=i523e9a46dc4d45edfed2967c9a6e1b66&permaType=doc&tagName=PAR&endParm=y


sure companies know how to follow them properly.

After years of watching the FASB develop major new accounting standards, companies now have to

start following them.

First up is the sweeping revenue recognition standard, which goes into effect in 2018 for public

companies. Lease accounting changes hit public company balance sheets in 2019, and new rules for

estimating losses on bad loans follow the year after.

The FASB is aware of the significance and workload involved with these changes. The board wants to

ensure that implementing the rules goes as smoothly as possible, FASB Chairman Russell Golden said

on June 27, 2017, at a Financial Executives International conference in Philadelphia.

"We view quality implementation as critical to the overall success of a project," Golden said.

"Stakeholders expect - and should expect - we will allocate resources to assist in implementation."

The board has set up special groups to tackle questions on some of the trickier parts of the revenue

standard, published in May 2014 as Accounting Standards Update (ASU) No. 2014-09 , Revenue From

Contracts With Customers, and the credit losses standard, published as ASU No. 2016-13 , Financial

Instruments - Credit Losses (Topic 326): Measurement of Credit Losses on Financial Instruments in

June 2016. While the board did not establish a group for the leases standard, it has been fielding

questions from the public, and the board plans to propose some minor revisions to the standard later this

summer in response to some of the queries. (See Limited Revisions Planned for Classification and

Measurement, Leases Standards in the June 22 edition of Accounting & Compliance Alert.)

The revenue standard is the result of more than a decade of work to eliminate the reams of

industry-specific guidance in U.S. GAAP and come up with a single method to tally the top line in

company income statements. The credit losses standard is the board's chief response to the 2008

financial crisis, scrapping current accounting requirements that holds banks back from recognizing

losses until they have already happened. The leases standard will require businesses to report on their

balance sheets the costs of renting storefronts, heavy equipment, and factories and is expected to make

balance sheets balloon.

Before his speech, Golden told reporters he believed companies were ready for the back-to-back

changes on the horizon.

"The board specifically staggered the implementation, and not every standard will have a significant

impact on every company," Golden said. "We're closely monitoring the progress of the implementation,

and we're looking at the level of inquiries we're getting, as well as the questions the firms are getting.

We're in constant contact."

Given the numerous significant accounting changes coming, the FASB also is proceeding cautiously

before adding any new major projects to its agenda.
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The FASB in August 2016 released Invitation to Comment , Agenda Consultation, listing four potential,

large-scale accounting projects it may address - intangible assets, pensions and other post-retirement

benefits, distinguishing between liabilities and equity, and overhauling the guidance for performance

reporting and cash flows. The board does not plan to decide until later this year which projects it will take

on.

"I do expect to add some," Golden said, adding that it could be years until they are completed. "So we

are sensitive to the pace of change, sensitive to the amount of change out there."

For an in-depth analysis of the FASB's revenue recognition standard, please see Catalyst: U.S. GAAP

- Revenue Recognition , also on Checkpoint.

Additional analysis of the revenue standard can be found on Checkpoint in Accounting and Auditing

Update Service [AAUS] No. 2014-18 and the SEC Accounting and Reporting Update Service [SARU]

No. 2014-21 (June 2014): Special Report: Comprehensive Coverage of the New U.S. GAAP Revenue

Recognition Requirements.
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