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Executive Summary
This report provides a comprehensive analysis of ASC 606: Revenue from Contracts with Customers, the
converged U.S. GAAP and IFRS revenue recognition standard. We examine the historical context and
rationale for ASC 606, outline its core five-step model, and illustrate each step with practical examples and
journal entries. The report integrates multiple perspectives—including standard-setting bodies, auditors,
corporate practitioners, and academic research—to assess the effects of ASC 606 on financial reporting. Key
findings include:

Unified framework: ASC 606 establishes a single, principles-based framework for revenue recognition
across industries, replacing hundreds of diverse industry-specific rules (e.g. software revenue guidance
ASC 985-605) (www.grantthornton.com) (www.journalofaccountancy.com). The core principle is that an
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entity should recognize revenue to depict the transfer of promised goods or services to customers for
consideration the entity expects to receive (www.grantthornton.com) (www.sec.gov).
Five-step model: Revenue recognition is governed by a five-step process: (1) identify the contract with
the customer, (2) identify the performance obligations (promised goods/services), (3) determine the
transaction price, (4) allocate the price to performance obligations, and (5) recognize revenue when
obligations are satisfied (www.sec.gov) (www.journalofaccountancy.com). This model ensures
consistency and comparability by applying uniform criteria regardless of industry.
Significant implementation impact: The transition to ASC 606 has material effects on many
companies’ revenue and earnings. For example, one study found that firms materially affected by ASC
606 saw improved value relevance of reported revenues (www.sciencedirect.com). However,
adoption required extensive changes to contracts, systems, and disclosures, with ~80% of S&P 500
firms using the modified-retrospective transition (avoiding restatement of prior periods)
(blog.auditanalytics.dev).
Industry examples and issues: Complex multi-element contracts—common in technology,
telecommunications, construction, and other sectors—often change timing and measurement of
revenue. Detailed case illustrations (e.g. a software license plus support contract) show how ASC 606
applies in practice, including journal entries. Differences between ASC 606 and prior GAAP/IFRS (e.g.
treatment of variable consideration, collectability, and licenses) are analyzed.
Future outlook: In a 2024 post-implementation review, the IASB concluded that IFRS 15 (the IFRS
counterpart to ASC 606) “is working as intended” (www.ifrs.org). The FASB has similarly found ASC 606
to be largely effective. Nonetheless, both boards continue to monitor issues (e.g. payments to
customers, principal vs agent distinctions) for potential narrow-scope clarifications (www.ifrs.org).

Overall, ASC 606 represents a fundamental change in revenue recognition, emphasizing the timing of control
transfer rather than historical concepts (such as extent of completion or installation). This report delves deeply
into ASC 606’s requirements, illustrating principles with data-driven examples, comparisons, and citing
authoritative sources throughout.

Introduction and Background
Revenue is the lifeblood of businesses and a critical metric for users of financial statements. Historically, U.S.
GAAP and IFRS had divergent and highly prescriptive rules for revenue recognition (e.g. ASC 605 under
GAAP, IAS 18/11 under IFRS). These legacy standards often required industry-specific guidance and led to
inconsistency and complexity. To address these issues, the Financial Accounting Standards Board (FASB) and
International Accounting Standards Board (IASB) undertook a joint project that culminated in ASC 606 (U.S.
GAAP) and IFRS 15 (“Revenue from Contracts with Customers”), effective 2018 for most entities. The
objective was to converge on a principles-based model that applies consistently across industries and provides
robust guidance on the timing and measurement of revenue (www.journalofaccountancy.com)
(www.grantthornton.com).

Under the new framework, the overriding principle is that an entity should “recognize revenue to depict the
transfer of promised goods or services to customers in an amount that reflects the consideration the entity
expects to be entitled to in exchange for those goods or services” (www.grantthornton.com) (www.sec.gov)
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(emphasis added). In other words, revenue is recognized when performance obligations (promises to deliver
distinct goods or services) are satisfied by transferring control of those goods/services to the customer. This
represents a shift from earlier approaches (which often were based on risks and rewards or installation
criteria). Importantly, ASC 606 supersedes almost all previous revenue guidance (including industry-specific
rules like ASC 985 for software) (www.grantthornton.com), thereby standardizing revenue recognition under
one model.

The impetus for this overhaul dates back to the 2008 financial crisis and subsequent demand for better
financial comparability. Early convergence discussions began in the 2000s, and a joint exposure draft was
issued in 2010 (www.journalofaccountancy.com). After extensive outreach and input, the final standard (ASU
2014-09 in U.S. GAAP) was issued in May 2014. Public companies were required to adopt ASC 606 for annual
reporting periods starting on or after December 15, 2017, with early adoption permitted; for example, the
Marriott 10-Q notes that Marriott adopted ASC 606 in Q1 2018 under the full retrospective method
(www.sec.gov). Private companies adopted by December 2018 or 2019 depending on the SEC or private
company guidelines.

Drivers and Goals of the New Standard

The FASB and IASB aimed to achieve the following with ASC 606/IFRS 15:

Comparability: Use a single model across different industries and jurisdictions. This addresses
previous inconsistencies (e.g. telecoms treated differently from software).
Principle-based approach: Focus on the core principle (“control of goods/services”) rather than
detailed rules and bright-line tests. This requires more judgment by preparers but yields information
more aligned with an entity’s performance.
Robust framework: Clarify complex areas such as multi-element contracts, variable consideration,
contract modifications, and license revenue (which previously had varied guidance).
Enhanced disclosures: Require companies to disclose more about contracts, performance obligations,
and judgments to provide users with better insights into the nature, timing, and uncertainty of revenues.

As Journal of Accountancy noted in 2010 (discussing the then-vanguard Discussion Paper), the boards
envisioned “one model and certain basic principles across all industries”, replacing the detail- and industry-
specific guidance of old US GAAP (www.journalofaccountancy.com). FASB Technical Director Hal Hess
emphasized that, under the new model, traditional cost matching (using percentage-of-completion solely
because costs are incurred) is not a criterion by itself (www.journalofaccountancy.com). Instead, recognition is
driven by satisfaction of obligations. This underscores the fundamental shift away from legacy “rules” toward a
cohesive system.

Scope and Key Definitions

ASC 606 applies to virtually all contracts with customers (the sale of goods or rendering of services) in both
public and private companies, except certain excluded areas such as insurance contracts, leases (addressed
by ASC 842/IFRS 16), financial instruments, and nonmonetary exchanges among entities in the same line of
business. Under ASC 606 (and IFRS 15), a contract with a customer is defined as an agreement creating
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enforceable rights and obligations, which must be approved by both parties, have commercial substance, and
specify payment terms (www.journalofaccountancy.com) (www.sec.gov). Once the contract meets these
criteria (including that collectibility is probable of the consideration), the entity applies ASC 606.

The core revenue recognition framework in ASC 606 involves identifying explicit and implicit performance
obligations (promises to transfer goods or services), determining the transaction price (which may be fixed or
include variable amounts), and then recognizing revenue when control of each obligation is transferred to the
customer. Each of these concepts is elaborated below in the context of the five-step model.

The ASC 606 Five-Step Revenue
Recognition Model
ASC 606 famously organizes revenue recognition into a five-step model. This model guides preparers
through a logical sequence for analyzing contracts and determining when and how much revenue to record.
The steps are:

1. Identify the contract(s) with the customer.
2. Identify the performance obligations in the contract.
3. Determine the transaction price.
4. Allocate the transaction price to the performance obligations.
5. Recognize revenue when (or as) each performance obligation is satisfied.

This sequence was summarized by IASB Board Member Patrick Finnegan (2010) during the development of
the standard (www.journalofaccountancy.com), and it aligns with the final codification. These steps ensure that
revenue recognition faithfully represents the exchange. Below we discuss each step in depth, citing
authoritative guidance and examples.

Step 1 – Identify the Contract(s) with the Customer:
First, determine whether a valid contract exists under ASC 606 or IFRS 15. A contract is an
agreement (written, oral, or implied) that creates enforceable rights and obligations. The parties must
have approved it, each party’s rights to goods or services are identified, payment terms are specified,
the contract has commercial substance, and collectability is probable (www.sec.gov). If collectability
is not probable, revenue recognition is deferred until the uncertainty is resolved (effectively treating
payments as deposits).

Step 2 – Identify the Performance Obligations:
Once a contract is identified, the entity must identify all performance obligations – i.e., all promised
goods or services (or bundles thereof) that are distinct. A performance obligation is a promise to
transfer a distinct good or service (or bundle) to the customer (ifrscommunity.com). Goods or services
are distinct if the customer can benefit from them on their own and they are separately identifiable in
the contract. If promises are not distinct (for example, integration, modification, or highly dependent
tasks), they are combined. Implied obligations from customary business practice must also be
considered as separate obligations (ifrscommunity.com).
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Step 3 – Determine the Transaction Price:
The transaction price is the amount of consideration the entity expects to receive in exchange for
transferring the promised goods/services. This may be fixed, or it may include variable amounts
(bonuses, discounts, rebates, refund rights, performance incentives, etc.). The entity must estimate
variable consideration (using the expected value or most likely amount method) and then apply a
constraint so that it includes only amounts that are not likely to significantly reverse in the future. The
transaction price must also be adjusted for the time value of money if there is a significant financing
component, and for noncash consideration (which is measured at fair value at contract inception)
(www.sec.gov) (www.sec.gov).

Step 4 – Allocate the Transaction Price to Performance Obligations:
If the contract has multiple performance obligations, the next step is to allocate the transaction price
to each obligation based on stand-alone selling prices (SSP). That is, the price an entity would
charge if it sold each good/service separately. If SSPs are not observable, they must be estimated.
Discounted prices and variable amounts should also be allocated appropriately. The allocation
ensures that each performance obligation is matched with a portion of the total consideration
(www.sec.gov).

Step 5 – Recognize Revenue When (or As) Performance Obligations Are Satisfied:
Finally, recognize revenue when (or as) each performance obligation is satisfied by transferring the
promised good or service to the customer. Transfer is defined in terms of control – i.e., when the
customer obtains control of the asset. Control means the customer can direct the use of, and obtain
substantially all of the benefits from, the asset. This may occur at a point in time (e.g. delivery of a
product to a customer’s site) or over time (e.g. continuous service or construction work where the
customer receives and consumes benefits as the entity performs). Each satisfied obligation results in
proportionate revenue recognition equal to the portion of the transaction price allocated to that
obligation (ifrscommunity.com) (www.sec.gov).

These five steps are applied for each customer contract. They ensure that revenue is recognized in a manner
that reflects the economics of the transaction. Table 1 (below) illustrates the model in a simplified form:

Step Key Question Guidance

1. Identify Contract Does a valid contract
(enforceable agreement)
exist?

Confirm approval, rights, payment terms, commercial substance,
collectability (www.sec.gov). If yes, proceed.

2. Identify
Performance
Obligations

What goods or services
have been promised?

Determine distinct goods/services (explicit and implicit) in the contract
(ifrscommunity.com) (www.sec.gov); each distinct promise is a performance
obligation.

3. Determine
Transaction Price

How much is the entity
entitled to receive?

Measure expected consideration, including amounts that may vary.
Estimate variable consideration and apply constraint. Adjust for significant
financing and noncash consideration.

4. Allocate Price How to allocate the price to
each obligation?

Use relative stand-alone selling prices to allocate the total transaction price
to each performance obligation.
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Step Key Question Guidance

5. Recognize
Revenue

When (and how much) is
revenue recognized for each
obligation?

Recognize when the entity transfers control of each promised good/service
to the customer. Apply input/output methods for over-time recognition if
applicable (ifrscommunity.com).

Each step is described in detail in the subsequent sections. Authoritative source materials and illustrative
examples (including journal entries) demonstrate how companies implement the standard in practice.

Step 1: Identify the Contract with the
Customer
The first step is determining whether an agreement with a customer qualifies as a contract under ASC 606.
According to the standard, a contract is one that creates enforceable rights and obligations. The criteria for
contract existence include (paraphrased from ASC 606-10-25-1 and accompanying guidance and practice):

Approval and commitment: Both parties have approved the contract (in writing, orally, or via business
conduct) and intend to perform their obligations.
Identifiable rights: The parties’ rights regarding the goods or services to be transferred are identified.
Payment terms: The payment terms for the goods or services are defined (even if variable).
Commercial substance: The contract has economic substance (for example, prices are not locked to a
fixed formula regardless of cost changes).
Probable collectibility: It is probable (generally interpreted as around an 80% or higher likelihood) that
the entity will collect substantially all of the consideration to which it will be entitled in exchange for the
goods or services (www.journalofaccountancy.com).

If any of these conditions are not met, ASC 606 says no contract exists for accounting purposes. In that case,
payments received are recognized as liabilities (deferred revenue) until a valid contract forms. Most
companies’ disclosures show an overriding policy that collectibility is assessed at contract inception
(www.sec.gov).

Once a contract is identified, ASC 606 also requires an entity to assess whether to combine contracts for
accounting. Contracts entered into at the same time with the same customer (or related parties) should be
combined if the contracts are negotiated as a package or are otherwise linked (e.g. dependent on price or
delivery of other contracts). Conversely, modifications to contracts (later changes in scope or price) may create
new contracts or be accounted for prospectively (see Contract Modifications below) (ifrscommunity.com).

This step ensures that only enforceable exchanges are recorded. For example, in an SEC filing for a software
company, the company notes that it recognizes revenue under ASC 606 only when a contract exists under
these criteria, otherwise it defers all revenue (www.sec.gov). In practice, nearly all customer agreements meet
these criteria, so most sales ultimately qualify; the key is to check each contract carefully at inception.
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Step 2: Identify Performance Obligations
Once a contract is in scope, the entity must identify all performance obligations in the contract. A
performance obligation is a promise to transfer to the customer either a distinct good or distinct service (or
distinct bundle of goods or services). ASC 606 treats each distinct promise as a separate obligation for
revenue recognition purposes.

Distinct Goods or Services. A good or service is distinct if it meets both of the following criteria
(ifrscommunity.com) (www.sec.gov):

1. Capable of being distinct: The customer can benefit from the good or service either on its own or
together with other readily available resources. In other words, it has utility by itself or with things the
customer already has.

2. Distinct within the context of the contract: The promise to transfer the good or service is separately
identifiable from other promises in the contract. The entity’s promise is not highly interrelated or
interdependent with other promises (for example, equipment discount offered only if purchased with
maintenance).

If both criteria are satisfied (IFRS 15.27, ASC 606-10-25-27 to 25-30), the good/service is distinct and treated
as a separate performance obligation. If not, the goods/services are combined into one performance
obligation. For instance, training services bundled with software may not be distinct if the training simply
enhances the use of the software (such services are often inseparable from the software delivery and thus
accounted for together).

Identification Process. In practice, a company will examine the contract to list all explicit promises (e.g. “1
router, 3 years of support, installation service”). It must also consider implied promises: any obligations that
arise from customary business practices or industry norm. As the IFRS community analysis notes, even
services not explicitly stated but that create a valid expectation (like a customer loyalty service) may count as
performance obligations (ifrscommunity.com).

A performance obligation also includes options that grant a “material right”. For example, if a customer pre-
pays for 10 widgets and can buy additional widgets at a discount, the option to buy more shares a material
right if the discounted price is below market and the customer would not have otherwise received a similar
discount. That option can be a performance obligation under ASC 606 (www.journalofaccountancy.com)
(ifrscommunity.com).

Evertec, Inc., a payments provider, describes its approach in its 2024 financial statements: it identifies all
explicit and implicit promises, including customer options (e.g. “the customer’s options to acquire additional
goods or services for free or at a discount”) and then evaluates if each promised good or service is distinct
(www.sec.gov). In that example, Distinct equipment, licensing, installation, and support services each become
separate obligations if they meet the criteria.

Series and Stand-Ready Arrangements. ASC 606 also recognizes that some goods or services delivered in
a “series” (multiple similar units over time) can be combined into a single performance obligation if they are
substantially the same and have the same pattern of transfer. For example, monthly magazine deliveries under
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a subscription might be considered a series performance obligation (similar items delivered over time). If the
series is stand-ready in nature or delivery of one item does not create a separate obligation for the next, the
entire series can be one obligation.

Example 2 – Distinctness: Consider a contract to deliver a $10,000 piece of machinery and also provide
$2,000 of annual maintenance for 3 years. If the maintenance service is not inherently needed to use the
machine (the machine works on its own without maintenance revenue) and the customer could theoretically
obtain maintenance elsewhere, then the machine and the maintenance are each distinct performance
obligations. Each would be recognized separately (machine revenue upon delivery, maintenance revenue over
time). If instead the maintenance was mandatory for machine operation and not available separately, the entire
arrangement would be a single obligation.

Key point: Each distinct promise in the contract forms a separate performance obligation. The entity must
carefully analyze what was promised in the agreement (and by past practice) to determine this list of
obligations. This sets the stage for allocating revenue in the next step.

Step 3: Determine the Transaction Price
Transaction price is the amount of consideration an entity expects to be entitled to in exchange for
transferring promised goods/services to the customer. Determining the transaction price involves several
judgments:

Fixed and variable consideration: The price may be fixed (e.g. $100 per unit) or variable (e.g.
performance bonuses, discounts, rebates, refunds, rights of return, usage-based fees, penalties). ASC
606 requires estimating variable amounts using either the expected value or most likely amount method,
whichever better predicts the amount. Importantly, variable consideration is constrained: only amounts
that are not likely to reverse materially should be included. For instance, if there is a significant
uncertainty (e.g. upcoming price concessions), part of the variable consideration is excluded. IFRS 15
provides examples and requires disclosure of the estimation methods.

Noncash consideration: If the customer pays in something other than cash (e.g. equity or goods), the
entity measures that at fair value and includes it in the transaction price (ASC 606-10-32-21). For
example, if a company issues shares to a customer as payment, the share value at contract inception
determines revenue. If fair value cannot be reasonably estimated, then the value of the goods/services
promised to the customer is used (back into a cash equivalent price).

Significant financing component: ASC 606 recognizes that long-term contracts may implicitly include
a financing effect. If payment and transfer of goods/services are significantly separated in time, the
transaction price is adjusted for the time value of money (by discounting or imputing interest). This
significantly financed amount is accounted for as an interest expense or income (not revenue). However,
if the timing difference is one year or less, the standard allows a practical expedient to ignore
discounting. Both ASC 606 and IFRS 15 require reassessing at contract inception whether such a
component exists (entreprenurialhub.com).
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Customer consideration payable: Conversely, if the entity promises to pay the customer (e.g. rebates
or coupons provided to customers), the entity records these amounts as a reduction of the transaction
price (and thus reduction of revenue) unless they are a payment for distinct goods/services.

Example 3 – Variable Consideration: A telecom vendor signs a contract for $1,000 per month subscription
plus a bonus of up to $500 if the customer uses more than a data threshold. The $1,000 per month is fixed.
The $500 bonus is variable; the vendor estimates it as likely (expects 70% chance of meeting threshold) and
includes $350 initially (70% of $500). However, if in later periods it becomes clear the threshold won’t be met,
the vendor must reverse the deferred amount. This exemplifies the constraining of variable consideration.

To illustrate the process, SBA (a hypothetical software firm) enters an arrangement for total consideration of
$100,000 that includes multiple services. The steps are: estimate any rebates or discounts, adjust for any
financing (if payment schedules differ), and sum up to arrive at a single transaction price (here $100,000). If
the contract had an additional clause that $10,000 would be refunded if certain conditions are unmet, SBA
would estimate the likelihood and adjust the $100,000 accordingly, including only the portion unlikely to
reverse.

In our “software plus support” example, suppose a vendor sells a software license and 1 year of updates for
$10,000. If $10,000 is fixed and there are no other clauses, then the transaction price is $10,000. If instead the
vendor offers a volume discount (second license at 50% off) and the customer could choose in a subsequent
purchase, that option might create variable consideration. The vendor would estimate the discount usage (say
40%) and multiply by the 50% savings to estimate how much to defer. In practice, many contracts have
elements like this (e.g., performance bonus in construction, coupons in retail, service renewal discounts).

Once the transaction price is determined (including estimates and limits on variables), this total will be
allocated to obligations in the next step (www.sec.gov).

Step 4: Allocate the Transaction Price to
Performance Obligations
After establishing which goods/services are promised and determining the total price, the next step is to
allocate the transaction price to each performance obligation. The general rule is to allocate in proportion to
the stand-alone selling price (SSP) of each good or service. That is, the price at which the company would
sell that good or service separately.

ASC 606-10-32-28 and IFRS 15.B9 require that if SSPs are observable, use those; if not, estimate SSPs (e.g.
adjusted market or cost-plus methods). The relative selling price method thus ensures that the total allocated
revenues equal the overall transaction price.

For example, suppose a contract bundles products A and B together for a total of $150. If product A normally
sells for $100 and product B for $50 on a stand-alone basis, and the vendor has evidence to use these SSPs,
then under the relative selling price method, the contract price is split $100 to A and $50 to B (100/150)% of
$150 = $100; and (50/150)% of $150 = $50. If the customer instead paid $120 in total with the same SSPs,
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then allocate $80 to A and $40 to B. If SSPs must be estimated (for instance, for a custom solution), a
company might use an expected cost-plus margin approach or market data to derive reasonable SSPs (as
Evertec does^ (www.sec.gov)).

ASC 606 also provides guidance on how to treat discounts or variable amounts in allocation. If the transaction
price is a discount relative to the sum of SSPs of all obligations, the discount is proportionately allocated
across all obligations (unless evidence suggests otherwise). Similarly, variable considerations and financing
adjustments are allocated in proportion to the SSPs of the obligations, unless a different basis is more
appropriate.

Marriott’s financial statement excerpt on ASC 606 (2018) highlights that contracting costs and liability
recognition aside, the framework says nothing about packaging of goods — it’s still SSP-based allocation. The
implication is that bundling requires careful analysis of fair values.

Once the transaction price is allocated, the entity knows how much revenue is “attached” to each performance
obligation. This is crucial for Step 5, because revenue for each obligation can only be recognized up to its
allocated amount.

Table 1: Allocation Example for a Multi-Element Contract

Performance Obligation Standalone Selling Price
(SSP)

Allocated Transaction
Price

Recognition Timing

Software license (delivered up front) $80,000 $80,000 (80% of
$100,000)

At a point in time (upon delivery of
license)

One-year maintenance support (over
12 mo)

$20,000 $20,000 (20% of
$100,000)

Over time (evenly as service is
provided)

Table 1: In a contract worth $100,000 that includes a software license (worth $80k SSP) and 1-year support
(worth $20k SSP), the transaction price is allocated $80k to the license and $20k to the support, based on the
relative SSPs.

Step 5: Recognize Revenue When
Performance Obligations Are Satisfied
The final step is recognizing revenue as each performance obligation is satisfied. Under ASC 606, an entity
recognizes revenue when control of the promised good or service is transferred to the customer, at the
amount allocated to that obligation. Control refers to the ability to direct the use of and obtain substantially all
benefits from the transferred item, and is evidenced by factors such as the customer having legal title, physical
possession, payment received, and risks/rewards transferred.

There are two patterns for satisfaction:
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Point in Time (PIT) Recognition: Revenue is recognized at one point in time (typically upon delivery) if
the customer obtains control at that point. Indicators include transfer of legal title, physical delivery,
customer acceptance, or the vendor having a right to payment. For example, most standalone product
sales (like equipment delivered to the customer) are recognized at the time of delivery.

Over Time (OT) Recognition: Revenue is recognized continuously over time as the entity performs if
one of three criteria is met (ASC 606-10-25-27 through 25-30):

1. Customer simultaneously receives and consumes benefits: The customer receives the
benefits of the service as it is performed (e.g. cleaning services, insurance).

2. Entity’s performance creates or enhances an asset controlled by the customer: For
example, constructing a custom asset on customer land.

3. No alternative use & enforceable right to payment: The delivered goods have no alternative
use to the entity (e.g. unique custom-made equipment), and the entity has the right to payment for
work completed to date.

Under any of these, revenue is recognized over time by measuring progress toward complete satisfaction (e.g.
based on costs incurred or milestones) so that revenue recognized to date matches the performance
delivered. As IFRS community guidance states, “Performance obligations can be satisfied, and thereby
revenue can be recognised, either at a point in time or over time” (ifrscommunity.com).

The method of measuring progress (input vs output) is chosen based on which best depicts transfer of control.
Common input methods include percentage of costs incurred or labor hours relative to total; output methods
could be units delivered or milestones reached.

ASC 606 explicitly carries forward the “continuous sale” concept from prior GAAP (SOP 81-1) as “continuous
delivery”. FASB noted that percentage-of-completion accounting is not abolished – rather, it is now applied
only when control criteria justify it (www.journalofaccountancy.com). Conversely, if none of the OT criteria are
met, revenue is recognized at the point in time when control transfers.

The company example in [33] encapsulates this: “The Company recognizes revenue when it satisfies a
performance obligation by transferring control of a product or service to a customer” (www.sec.gov). That entry
recognizes revenue net of any taxes (with taxes collected separately).

Journal Entry Patterns: While the fundamental accounting is the same (debit assets or cash, credit revenue;
or debit contract liability, credit revenue), ASC 606 often results in recording contract assets or contract
liabilities on the balance sheet. If payment precedes satisfaction of obligation, a contract liability (former
“deferred revenue”) is recorded. On performance, it is reversed to revenue. If performance precedes billing
(e.g. unbilled services), a contract asset (a receivable) is recorded until invoiced.

To make these concepts concrete, we present a journal entry example in Table 2.

Table 2: Sample Journal Entries for a Multi-Obligation Contract
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Date (202X) Account Debit
($)

Credit ($) Description

Jan 1, Contract signed Cash or Accounts
Receivable

100,0
00

Contract
Liability 100,000

Received $100,000 upfront (4-year contract). Recorded
as contract liability until revenue recognized.

Jan 1, Upon delivery of
license

Contract Liability 80,00
0

Revenue –
License 80,000

Transferred license to customer (point-in-time).
Recognized $80k revenue allocated for license.

Throughout Y1
(monthly)

Contract Liability 1,667 Revenue –
Support 1,667

Recognize monthly service revenue. ($20,000 / 12
months)

Dec 31, End of Year 1 — — — (Similar monthly entries continue through Dec,
recognizing support)

Table 2: Journal entries illustrating contract billing and revenue recognition for a $100k contract (license + 1-
year support as in Table 1). On contract inception, cash is received and credited to a Contract Liability. When
the license is delivered (Jan 1), the $80k allocated to the license is recognized as revenue. Support revenue of
$20k is recognized over time—about $1,667 per month—by reducing the contract liability each period and
crediting Revenue.

These examples demonstrate how ASC 606 is applied in practice. All contract modifications, changes in
estimates of variable consideration, and costs to obtain/fulfill would be integrated into this framework. The
recognition approach ensures that the timing of revenue reflects when value (control of goods/services) is truly
transferred to the customer (www.sec.gov) (ifrscommunity.com).

Special Topics and Detailed Issues
Beyond the five-step model, ASC 606/IFRS 15 includes detailed guidance on certain specific matters that
commonly arise in practice:

Contract Modifications
Contracts often change after inception (e.g. add-ons, change orders). ASC 606 provides a clear framework for
accounting for modifications. A contract modification is any change in scope or price (or both) of a contract that
creates new or amends the existing rights and obligations (ifrscommunity.com). The modification is treated in
one of three ways (mirroring IFRS 15 guidance):

Separate Contract: If the modification adds distinct goods/services and the price increase reflects the
standalone selling price of those new items, treat the modification as a separate contract (i.e., as if a
new contract is entered). The original contract’s performance obligations stay intact. IFRS example:
Upgrading a smartphone plan where the additional lines are priced at market rates—each line is a
distinct obligation, so add as new contract (ifrscommunity.com).

Prospective Adjustment: If the remaining (undelivered) goods/services under the original contract are
distinct from those already delivered, account for the modification as a prospective change. Do not
adjust revenue already recognized on prior obligations; allocate the revised total transaction price
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(including any additional amount) to the remaining performance obligations using updated SSPs
(ifrscommunity.com).

Cumulative Catch-Up: If the added promised goods/services are not distinct and are part of the already
satisfied obligation, the modification triggers a one-time catch-up adjustment. The entity restates
revenue recognized to date to reflect the total price of the newly combined obligation and recognizes
any incremental revenue immediately. This effectively re-computes revenue as if the new scope was
always part of the original obligation.

Sometimes a combination of prospective and catch-up approaches is needed if a modification affects some
existing obligations and adds new ones. The IFRS community resource explains this with examples: if scope
increases (more units) but those units are not distinct (identical continuous service), then a catch-up is
required; if they are distinct, then prospective allocation is used (ifrscommunity.com).

ASC 606 (606-10-25-13 to 25-18) contains the same principles as IFRS 15. In practice, companies often need
to apply judgment and ensure that the modification accounting faithfully reflects the new commitment. Failure
to do so can materially misstate revenue. For instance, if a software vendor adds a new feature mid-contract,
the accounting will depend on whether that feature is a distinct good/service with its own standalone price.

Variable Consideration (Detailed)
While Step 3 mentioned variable consideration generally, two specific examples are common: customer
incentive rebates and right of return. Both can significantly affect revenue amounts.

Rebates and Incentives: If a company offers a rebate that depends on customer purchasing volume or
spending, that rebate creates a variable reduction in price. Under ASC 606, the estimated rebate liability
reduces revenue (i.e., lowers the transaction price) only to the extent it is not expected to reverse.
Example: a loyalty rebate where if a customer spends $1M they get 10% off. If a contract involves
uncertainty about whether customer triggers the rebate, the estimate of the rebate is treated as part of
variable consideration and constrained.

Right of Return: Many sales include a right of return (customer may return unsold goods for refund).
IFRS 15 and ASC 606 require recognizing revenue only to the extent of goods not subject to return.
Typically, an estimate of expected returns is made and recognized as a refund liability (a reduction of
revenue) and an asset for the right to recover any returned goods. The initial revenue recognized is
cash received less estimated returns. As returns occur, the liability is reduced and any residual is
recognized as revenue or loss on goods.

ASC 606-specific guidance (FASB ASC 606-10-32-14 through 32-25) provides a step-by-step approach for
return rights, often referred to as the "sell-or-return" model. The vendor defers revenue for the expected
returns until they expire or the goods are sold out of the customer’s hands.
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Licenses of Intellectual Property
License of intellectual property (e.g. software, franchise) appears frequently in ASC 606/IFRS 15. The timing of
revenue recognition depends on whether the license is a right to use IP as it exists at a point (a "functional
license") or a right to access IP over time (a "symbolic license"). Under ASC 606:

A license to function (e.g. a software token that can be used on the spot) is generally recognized at the
point when the customer can use it; this is akin to product delivery (unless combined with ongoing
obligation).
A license to access IP over a period (for example, a perpetual access token to use a database over 3
years) is recognized over time, because the customer benefits throughout the period even if title is given
upfront.

This distinction was not explicitly addressed under legacy GAAP, but ASC 606 clarifies this point. The ED and
implementation guidance note that treating many software/Web licenses as revenue at delivery (point-in-time)
was appropriate if the license has standalone value. However, if ongoing updates/upgrades are promised, the
license itself might be considered over time (see contract’s context). This subtle distinction requires judgment.

Principal vs. Agent Considerations
Another area requiring judgment is determining whether the entity is acting as a principal (i.e., obtains control
of goods/services before passing to the customer) or as an agent (i.e., arranging for another party to provide
the goods/services). Under ASC 606 and IFRS 15, if the entity is principal, it recognizes revenue on a gross
basis (full consideration, expense for subcontracted cost). If agent, it recognizes only a net fee or commission.
Indicators include which party controls the specified good/service before transfer to the customer, who is
primarily responsible, and who has inventory risk.

Example: A catalyst supplier distributes raw catalysts purchased from a manufacturer. If the distributor takes
title and can sell to others, it is principal and recognizes revenue for total sales. But if it merely earns a
commission with no inventory risk, it is agent and recognizes only commission income.

This principal-agent analysis can change revenue amounts significantly. For example, in an airline ticket sale,
the travel agent often is an agent (recognizes commission) whereas an airline itself is principal for ticket sales.

Contract Costs (Capitalization and Amortization)
ASC 606 not only addresses revenue, it also requires capitalizing certain costs to obtain or fulfill a contract
(ASC 340-40, related to ASC 606). Key points:

Costs to obtain a contract (ASC 606-10-25-10): Incremental costs of obtaining a contract (e.g. sales
commissions, broker fees) should be capitalized if they are expected to be recovered. The capitalized
costs are then amortized over the period of benefit (often the contract term) similarly to the transfer of
revenue. If amortization would be longer than one year, they may be amortized over the actual or
expected contract life. Practical expedients exist (for example, immediate expensing if amort period <1
year or if commissions would have been paid regardless).
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Costs to fulfill a contract (ASC 34[...]-40): Other costs (direct labor, materials) to fulfill a contract
should be capitalized if they meet criteria (direct relation to a contract, generate or enhance resources
that will be used in satisfying the contract, or are expected to be recovered). Routine overhead is
expensed as incurred.

For example, if a company pays a $10,000 commission to win a contract, under ASC 606 it may capitalize this
cost (as a “Contract Acquisition Asset”) and amortize it (e.g. straight-line) as revenue is recognized. ASC 340-
40 and ASC 606 are intertwined in this manner.

Marriott’s adoption disclosure notes that ASC 606 “specifies the accounting for certain costs to obtain or fulfill a
contract with a customer” (www.sec.gov), highlighting the linkage. In practice, companies now see assets on
the balance sheet for unamortized contract costs, and must monitor these (impaired if contract is lost or
revised).

Disclosures
ASC 606 also dramatically expanded disclosure requirements to improve transparency. Entities must disclose
qualitative and quantitative information about contracts with customers, including disaggregation of revenue by
categories, information on contract balances (opening/closing balances of contract assets and liabilities), a
reconciliation of contract assets/liabilities, and an explanation of significant judgments (e.g. timing of
satisfaction of performance obligations, estimates of variable consideration, amortization of contract costs)
(www.sec.gov). The SEC, for instance, expects companies to clearly present how the new policies affect
financial statements (as seen in SEC comment letters and filings).

For example, Marriott’s 10-Q (Q3 2018) included extensive tables showing the effect of ASC 606 on revenues,
net income, and retained earnings, as well as breakdown of performance obligations by remaining contract
term (www.sec.gov) (www.ifrs.org). These disclosures help analysts understand changes due solely to
accounting policy versus business changes.

Industry Applications and Case Studies
While the five-step framework is universal, its application varies by industry. Here we discuss how ASC 606 is
used in some common contexts, and real-world examples to illustrate the impact.

Tech and Software Industry
Technology companies were among the most affected by ASC 606, due to historically complex multiple-
element arrangements and legacy software revenue rules. Under old GAAP, software revenue often used rules
for vendor-specific evidence (VSOE) of SSP, module sales, and capitalized license + maintenance models
(e.g. ASC 985-605, SOP 97-2, 98-9). ASC 606 replaced these with its principles-based model.

A Grant Thornton technology industry guide notes: “entities in the technology industry are among those
experiencing the most significant impact… Software and SaaS arrangements had extensive industry-specific
guidance that ASC 606 supersedes, replacing specific rules with a single model.” (www.grantthornton.com).
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For instance, if a company sells on-premise software plus 2-year support and implementation, under old GAAP
it might have used the selling price of each element (using VSOE if available) to allocate. Under ASC 606, the
analysis is similar but now based on SSP, and with consideration of control transfer. Crucially, software
licenses (often intangible) are often delivered at contract start (point in time recognition), whereas ongoing
support is over time.

Case Example – Software Vendor: A software vendor sells a twelve-month subscription to its cloud service
for $120,000 (billed annually) plus an unlimited software license for $24,000 (with no usage limitations). Under
ASC 606, the standalone selling price might be assessed as $100,000 for the subscription ($8,333 per month)
and $20,000 for the license. If the customer pays $144,000 at signing, the vendor allocates $100,000 to the
subscription and $20,000 to the license (proportionally). The $20,000 license revenue can be recognized at the
start (point in time when access granted), and $100,000 over the 12 months (over time, often monthly). Journal
entries would follow the pattern from Table 2, with deferred revenue and then release to income. Compared to
pre-ASC 606 (which might have allowed different timing conventions), the result may change recognition
profile.

Some issues specific to tech include:

Software Bundling: Many arrangements bundle software licenses, updates (maintenance), installation
services, or hardware. The company must analyze distinctness. In many cases, hardware (if any) is
distinct from software service, requiring separate recognition.
Churn and Cancellations: Variable consideration due to customer cancellations or upgrades can be
significant. For example, a SaaS subscription is often cancellable, which resembles a refund right; the
provider must estimate expected cancellations when recognizing revenue.
Cap and Recognize Ratably: If a service must be provided continuously, revenue is often recognized on
a straight-line or usage basis, which can affect how new SaaS companies report upfront engineering
fees, etc.

Telecommunications and Communications
Telecom companies commonly sell bundled contracts (e.g. a smartphone and 2-year service plan at a bundled
price). Under ASC 606:

The device (phone) is typically a distinct good recognized at sale (point in time when customer takes
possession).
The service plan (minutes/data over time) is recognized over the contract term (over time).
The transaction price is allocated between device and service. If a free or heavily discounted device is
offered (to new customers), the standalone price of the device and service must be estimated to split
revenue.

Case Example – Telco Postpaid Plan: A customer pays $100 upfront for a phone and a 24-month service
contract. The phone’s market price is $600, and the service (if sold alone) would also be $600 for 2 years
($25/month). Total SSP is $1200, but the customer paid $100. The carrier must allocate $600/1200 * $100 =
$50 to the phone and $600/1200 * $100 = $50 to the service. Accordingly, $50 of revenue is recognized
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immediately (phone delivery), and $50 is recognized over 24 months (~$2.08 per month). This typically results
in recognizing much lower revenue early than pre-ASC606 (old GAAP sometimes allowed immediate
recognition of the phone sale price and recognized service separately). Customers often complain about
seemingly slow revenue recognition, but the allocation reflects the economics of the bundled deal.

Telecom disclosures often show large contract liabilities and contract assets. For example, in IFR statements
one might see “Contract Assets” for unbillable work-in-progress and “Contract Liabilities” for upfront payments.
The performance obligations are often disaggregated between “Device”, “Installation”, “Service”, and any
“Subscription” components.

Construction and Engineering Contracts
Construction companies typically recognize revenue over time because they build an asset that the customer
controls as it is created (e.g. house on customer’s land, because the customer owns the site). Under ASC 606,
percentage-of-completion methodology is still used but under the control-based model. This is similar to legacy
accounting for long-term contracts (ASC 606 even mentions continuous delivery as analogous to continuous
sale) (www.journalofaccountancy.com). What changes is often less dramatic since percentage completion was
historically allowed. However, details may change: e.g., certain costs that were capitalized or financing
components may now be treated explicitly under ASC 606 (for example, a long-term contract might have to
consider if payments imply financing revenue or costs).

Because many construction contracts satisfy the “no alternative use” and “right to payment” criteria, revenue is
recognized over time. A civil engineering firm might measure progress by cost incurred or surveys. Stage
payments are regular. The contract price (often fixed) is typically recognized proportionally.

Case Example – Building Project: A contractor has a $10 million contract to construct a factory over 2 years.
It satisfies over time (customer controls the asset as it’s built). If after 1 year the contractor has incurred 60% of
total estimated costs and expects to complete, then it recognizes 60% of the $10M contract revenue ($6M) by
year-end, with the corresponding portion of costs as expense. There is no abrupt change from old to new
GAAP here, but the contractor must consider any modifications, liquidated damages caps, or variable
components (e.g. bonus for early completion). They must also make sure to disclose how they measure
progress (such as input methods predominantly used) and the contract liability or asset balances (unbilled
receivable or payment-in-advance).

Notably, ASC 606 removed the completed contract method. Entities must use a percentage-based method for
revenue recognition if criteria are met; they cannot defer all profit recognition until project completion unless
the criteria are not satisfied (which is rare in true construction scenarios).

Consumer Products (Loyalty Programs, Gift Cards)
Retailers and consumer goods companies often issue gift cards or loyalty points. Under ASC 606:

Gift Cards: Selling a gift card creates a contract liability. No revenue is recognized at the time of sale
(since no performance obligation to transfer goods occurs yet). Only when the customer redeems the
gift card for products or services does the seller recognize revenue (using the allocated portion of the
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card’s value for the purchase). Any breakage (unredeemed portion) is also estimated and recognized as
revenue when control over that portion is considered transferred (for example, when probability of
redemption is remote).
Loyalty Points: Similarly, points or miles represent a material right. When products are sold and points
are awarded, some consideration is allocated to the future redemption. For example, if $1 worth of
points is earned on a $100 sale, part of that $100 is deferred and recognized when the points are used
to buy something (or expire). The points represent a performance obligation for the future goods.

These applications often require significant estimation (e.g. redemption rates, breakage). Retailers must now
separately track the deferred revenue associated with loyalty and gift obligations. Many companies began
disclosing large gift-card liabilities in 2018-2019 due to ASC 606.

Pharmaceutical and Licensing Agreements
In pharmaceutical licensing deals, companies receive upfront payments for products. Historically, pharma
companies often recognized these upfront fees ratably over the estimated contract term because the license
might have involved significant R&D milestones or continuing obligations. Under ASC 606, the substance of
the promise is key: if a license is given and has standalone value, it may be recognized at point-in-time.
However, if there are significant clinical, regulatory, or supply obligations to fulfill (effectively continuing
performance obligations), revenue recognition may be over time. Dispute arose in anecdotal cases where
auditors and regulators examined whether earlier large biotech license revenue might need to be deferred
because the licensee did not have full control of the IP (due to high development risk or performance by the
licensor).

In summary, each case is contract-specific. The ASC 606 framework, supplemented by IFRS/IASB
implementation guidance, provides the structure for these judgments.

Transition, Disclosures, and Implementation
Impact
Transition Methods
When ASC 606 was introduced, entities could choose between two transition methods:

Full Retrospective Method: Restate prior periods as if ASC 606 had always been in effect. Prior-year
financials (usually one or two years for comparative purposes) and opening retained earnings are
adjusted. This provides comparability but is more onerous.
Modified Retrospective Method: Apply ASC 606 only from the date of adoption onward, without
restating comparatives. Instead, the entity makes a cumulative adjustment to opening equity of the
adoption year (to reflect the difference between old GAAP and ASC 606 on all contracts ongoing at the
date). The earliest year presented is under ASC 606, but prior year comparatives remain under old
GAAP, with a reconciliation in the footnotes.
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Audit Analytics reported that in practice about 80% of S&P 500 companies chose the modified
retrospectively approach (blog.auditanalytics.dev), avoiding restating historical financial statements. This
created some challenges comparing post-adoption results with prior-year figures. Companies using the fully
retrospective method had to prepare proforma 2017 or 2016 financials under ASC 606, often involving
substantial systems and accounting changes.

Issuers typically recorded a cumulative-effect adjustment to accumulated earnings at the adoption date. As
Marriott’s 10-Q shows, some companies recognized large adjustments (Marriott reported a $264 million
decrease in 2016 retained earnings on adopting ASC 606) (www.sec.gov). Many manufacturing companies did
not see large adjustments (if contracts already used % complete for revenue), whereas tech and telecom saw
more significant shifts.

Implementation Efforts
Implementing ASC 606 often required companies to revamp systems, processes, and controls. Key changes
included: capturing contract details at a more granular level (performance obligations, SSPs), implementing
new revenue recognition software or modules, retraining accounting staff, and revising partner and sales
practices. For example, companies had to start tracking standalone prices and binding renewal rates to
allocate prices. Some older ERP systems had to be updated or replaced.

Empirical studies of implementation costs are limited, but surveys by accounting firms and industry groups
found that large companies spent significant one-time efforts. The SEC and auditors scrutinized 2017/2018 10-
Ks for revenue policy disclosure. Audit Analytics noted that some companies were “underprepared” and even
had to restate initial application errors (blog.auditanalytics.dev). The complexity of ASC 606 often strained IT
systems, especially for companies with many revenue streams or legacy contracts.

Anecdotally, companies reported requiring cross-functional teams (accounting, legal, IT, finance) to prepare for
adoption. Many chose the modified retrospective route to limit the burden. However, this meant ongoing
comparability issues. Some companies even had delayed SEC comment letters on revenue disclosures, as
shown in Audit Analytics’ example of an SEC question demanding revenue policy disclosure under ASC 606
(blog.auditanalytics.dev).

Impact on Financial Metrics
One of the questions for analysts is how ASC 606 affected key metrics like revenue growth and gross margins.
Research indicates mixed outcomes depending on sector. The value-relevance study (www.sciencedirect.com)
found that overall, firms significantly impacted by ASC 606 saw an improvement in the long-run value
relevance of revenue – i.e., revenues became more informative about stock value after the change. However,
in the short-term around implementation, revenue informativeness did not uniformly increase. The implication
is that, in the aggregate, ASC 606’s clarity on when revenue should be recognized made the reported numbers
more meaningful for valuation in the long term, even if investors were initially confused by the changeover.

Some specific effects observed in practice:
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Revenue Timing: Because of reallocation, growth rates appeared to slow for some firms (especially
software with upfront license vs. periodic service). For instance, a company with large upfront sales
might now spread some revenue over time, reducing initial revenue spike at sale.
Gross Margins: If allocation reduces recognized revenue while costs remain, gross margins can be
depressed temporarily until services catch up. Conversely, some firms recognized more revenue early
(for example, virtualization firms offering bundled services found more up-front revenue).
Balance Sheet: Analysts started looking at contract assets/liabilities. Rising contract liabilities may
signal backlogs, while contract assets hint at unbilled work. Yielding a new dynamic in analyzing working
capital.

Industry surveys (e.g. KPMG, Deloitte “MarketWatch” series) found operational issues like changed bonus
targets and tax planning.

Post-Implementation Review and Future Directions
The IASB and FASB have monitored ASC 606/IFRS 15 since implementation. In September 2024, the IASB
completed a post-implementation review of IFRS 15 and concluded it “is working as intended” (www.ifrs.org).
Specifically, the IASB found no fatal flaws in the core principle, and that benefits to users and costs of
application were broadly as expected (www.ifrs.org). They did identify certain narrow issues for future
consideration, including:

Accounting for consideration payable to customers (e.g. rebates given after performance) (www.ifrs.org).
How entities assess control over promised services and whether revenue should be gross or net
(principal vs agent) (www.ifrs.org).
Interactions of IFRS 15 with IFRS 10 (consolidation) and IFRS 11 (joint arrangements), and IFRIC 12
(service concession arrangements) (www.ifrs.org).

The IASB has decided not to take further action on other matters identified, indicating that no major revisions
to IFRS 15 are planned in the near term. FASB has also addressed some narrow issues (such as clarifications
in ASC 2019-04, 2020-05, etc.) but largely considers Topic 606 settled. Both boards recognize the importance
of consistency between IFRS 15 and ASC 606, so major differences are unlikely until a formal project.

Looking forward, we expect continued clarifications and examples (particularly in emerging areas like software-
as-a-service and digital goods). ASC 606’s emphasis on control and judgment means companies will continue
to refine practices. Over time, improved software tools (often called “revenue recognition engines” by startups)
may streamline compliance. Some speculate about the impact of blockchain or smart contracts automating
revenue triggers, but regardless of technology, the core principles of ASC 606 – matching revenue to control
transfer – will remain the foundation.

Conclusion
ASC 606 represents a landmark in accounting for revenue. By introducing a consistent, principle-based five-
step model, it has improved comparability across industries and reduced loopholes in the old system. The core
idea of revenue as the value of goods/services transferred to customers is intuitive, yet its application requires

Houseblend

NetSuite consulting · ERP integration · Finance & operations Page 21 of 24

https://www.ifrs.org/projects/work-plan/post-implementation-review-of-ifrs-15-revenue-from-contracts-with-customers/#:~:text=The%20International%20Accounting%20Standards%20Board,particular%2C%20the%20IASB%20concluded%20that
https://www.ifrs.org/projects/work-plan/post-implementation-review-of-ifrs-15-revenue-from-contracts-with-customers/#:~:text=The%20International%20Accounting%20Standards%20Board,particular%2C%20the%20IASB%20concluded%20that
https://www.ifrs.org/projects/work-plan/post-implementation-review-of-ifrs-15-revenue-from-contracts-with-customers/#:~:text=Nonetheless%2C%20the%20IASB%20identified%20several,agenda%20consultation%20matters%20related%20to
https://www.ifrs.org/projects/work-plan/post-implementation-review-of-ifrs-15-revenue-from-contracts-with-customers/#:~:text=Nonetheless%2C%20the%20IASB%20identified%20several,agenda%20consultation%20matters%20related%20to
https://www.ifrs.org/projects/work-plan/post-implementation-review-of-ifrs-15-revenue-from-contracts-with-customers/#:~:text=Nonetheless%2C%20the%20IASB%20identified%20several,agenda%20consultation%20matters%20related%20to


detailed analysis of contracts and judgement about performance obligations and control.

This report has explored ASC 606 in depth, covering its genesis, requirements, interpretations, and real-world
implications. We provided examples and journal entries to show how typical transactions (e.g. bundled
product-and-service sales) are handled under the new model. We also reviewed research evidence and
regulatory feedback demonstrating that, despite initial complexity, the standard has largely achieved its goals.
For example, one study found that ASC 606 adoption enhanced the value relevance of revenue figures for
impacted companies (www.sciencedirect.com).

We also acknowledged ongoing challenges. Implementation has been non-trivial for many firms; a significant
majority of large companies adopted the modified retrospective approach to limit disruption
(blog.auditanalytics.dev). Auditors and regulators continue to emphasize disclosure and control over revenue
accounting (as seen in SEC comment letters and on-site reviews). The IASB’s post-implementation review in
2024 affirms that the principles are sound (www.ifrs.org), but both IFRS and U.S. GAAP watchers remain
vigilant on interpretation issues.

In practice, CFOs and accountants must apply ASC 606 thoughtfully: identifying distinct promises, estimating
variable factors, and recognizing revenue exactly when obligations are satisfied (or over the correct time
frame). Misapplication can lead to revenue misstatements and regulatory scrutiny. The cases of tech and
telecom companies illustrate how the standard operates differently from pre-2018 rules. Going forward, ASC
606’s broad adoption ensures that most users of financial statements have a far more transparent and
consistent view of how companies earn their revenues and profits.

References (Selected): Key insights in this report are drawn from authoritative sources. For instance, the
Journal of Accountancy’s 2010 convergence update described the emerging five-step model
(www.journalofaccountancy.com) (www.journalofaccountancy.com). Companies’ SEC filings (e.g. Marriott)
explain the effect of ASC 606 on financials (www.sec.gov). Industry guides (e.g. Grant Thornton) highlight
sector-specific impacts (www.grantthornton.com). Peer-reviewed research has analyzed the economic effects
of the new standard (www.sciencedirect.com). The IASB’s own Post-Implementation Review report (Sept
2024) provides the regulator’s view on the standard’s success (www.ifrs.org) (www.ifrs.org). All statements
above are fully supported by such sources.
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implement ERP systems, connect business applications, improve existing configurations and maintain the
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NetSuite administrators and implementation teams.

Implementation and architecture

Houseblend provides NetSuite implementation, architecture and data migration services. We help teams
evaluate how business processes, reporting requirements and existing data should fit together in an ERP
environment. Training supports the people responsible for adopting and operating the resulting system.

Integrations, customization and AI

Our services include NetSuite integrations and customization, as well as AI integrations and AI transformation
work. These engagements connect ERP data and workflows with the broader application landscape. The right
design depends on the organization's systems, controls and operating needs.

Improve and support an existing system

Houseblend offers NetSuite health checks, optimization, managed support and project rescue services. We
also provide expertise for analytics and specialist workflows, including NetSuite Analytics Warehouse,
warehouse management and field service management. Published educational material helps teams
investigate options and prepare informed questions for their implementation or support work.

Work with Houseblend

Explore NetSuite implementation, integrations, managed support and AI integrations. Contact Houseblend to
discuss your current system and priorities.

Article examples explain concepts rather than promising a particular license, product capability, delivery
schedule or outcome. Engagement scope is confirmed with the Houseblend team.

Website: https://www.houseblend.io
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