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FASB Reaffirms Amendments to 

Revenue Standard; Discusses 

Potential Disclosure Relief 

On February 10, the FASB reaffirmed proposed narrow-scope 

improvements and practical expedient amendments to the new 

revenue standard to make it more operational without changing its 

underlying principles.
1
 The FASB also discussed a proposal to 

expand disclosure relief under the standard. 

Key Facts 

 The improvements relate to collectibility, measurement of noncash 

consideration, and presentation of sales taxes collected; the practical 

expedients affect transition to the new revenue standard. 

 The Board instructed its staff to draft a final standard, largely consistent with 

the original proposals, but with modifications to examples related to the 

collectibility guidance.   

 The Board will consider at a future meeting whether to expand disclosure 

relief by eliminating the requirement to disclose the aggregate amount of the 

transaction price allocated to unsatisfied or partially satisfied performance 

obligations in certain fact patterns. 

 

Key Impacts 

 The practical expedients and guidance that the Board reaffirmed aim to 

simplify the accounting and disclosure for certain narrow aspects of the 

standard. 

 The requirement under the standard to disclose the transaction price of 

remaining performance obligations may be onerous and complex for certain 

arrangements. If the Board proposes an additional practical expedient, it 

could decrease the amount of future revenue that certain entities must 

estimate and disclose. 

 

                                                        
1
 FASB Proposed Accounting Standards Update (ASU), Narrow-Scope Improvements and Practical 

Expedients, September 30, 2016, available at www.fasb.org. For additional information on proposed 

amendments, see Defining Issues 15-44, FASB Proposes Further Amendments to Revenue 

Standard, available at www.kpmginstitutes.com. FASB ASU No. 2014-09, Revenue from Contracts 

with Customers, also is available at www.fasb.org. 
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Collectibility 

If an entity determines that it is not probable that it will collect substantially all of 

the consideration to which it expects to be entitled, it would follow an alternate 

recognition model for cash received. The forthcoming ASU amends the alternate 

recognition model to allow an entity to also recognize revenue in the amount of 

consideration received at the time that consideration received from the 

customer is nonrefundable and the entity: 

 Has transferred control of the goods or services; 

 Stopped transferring additional goods or services; and 

 Has no obligation to transfer additional goods or services. 

The forthcoming ASU adds examples to illustrate the objective and application of 

the collectibility threshold, and eliminates others, in response to comment 

letters.  

Completed Contracts at Transition 

For purposes of applying the transition guidance in the revenue standard, the 

Board redefined a completed contract as a contract for which an entity has 

recognized all (or substantially all) of the revenue under legacy U.S. GAAP at the 

date of its initial application of the standard. An entity that adopts the cumulative-

effect transition approach will apply the standard to contracts that are not 

completed at the initial application date, unless it elects to apply the cumulative-

effect transition approach to all contracts. The completed contract definition also 

will affect how an entity applies certain practical expedients under a full 

retrospective transition approach. For example, an entity that retrospectively 

adopts the standard can elect not to restate completed contracts that begin and 

end within the same annual reporting period. It also can elect to use the actual 

transaction price for completed contracts at the contract completion date, 

instead of estimating variable consideration, in comparative reporting periods 

under the retrospective adoption method. 

Practical Expedients on Transition 

Under the forthcoming ASU, on transition to the new revenue standard, an entity 

will not be required to evaluate each contract modification from contract 

inception through the date of adoption of the standard. An entity that elects this 

practical expedient to account for modified contracts will allocate transaction 

price to satisfied and unsatisfied performance obligations at the Contract 

Modification Adjustment Date (CMAD) instead of evaluating each contract 

modification individually. 

The CMAD under the retrospective transition approach is the beginning of the 

earliest period presented. The CMAD under the cumulative-effect transition 

approach is the date of initial application. An entity will account for modifications 

that take place after the CMAD using the contract modifications guidance in the 

standard. 

An entity that elects the retrospective transition approach will not need to 

disclose the current period effects of adopting the standard, which would have 

required an entity to account for contracts under the new revenue standard and 

legacy U.S. GAAP in the period of adoption. 

  

The forthcoming ASU will 

amend only the FASB’s 

revenue standard and will 

result in differences between 

U.S. GAAP and IFRS. 
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Sales Tax Presentation: Gross versus Net 

The forthcoming ASU includes a practical expedient that allows an entity to elect 

an accounting policy to present taxes collected from customers on behalf of 

governmental authorities on a net basis. The scope of this practical expedient 

includes sales, use, value added, and some excise taxes, which is consistent 

with current U.S. GAAP guidance.
2
 

Noncash Consideration 

The standard requires an entity to measure noncash consideration at fair value 

or, in the absence of a reasonable estimate of fair value, to refer to the 

estimated selling price of the goods or services promised to the customer. The 

forthcoming ASU will specify that an entity will measure the fair value of 

noncash consideration at contract inception, and that the constraint on variable 

consideration applies only to the variability caused by reasons other than the 

form of the consideration. 

Potential Disclosure Relief for Remaining 

Performance Obligations 

The revenue standard requires an entity to disclose the aggregate amount of the 

transaction price allocated to unsatisfied or partially satisfied performance 

obligations at the end of the reporting period, and to explain when it expects to 

recognize this amount as revenue.
3
  

 

The standard does not require this disclosure
4
 if the performance obligation is 

part of a contract with an original expected duration of one year or less, or if an 

entity qualifies for the practical expedient to recognize revenue in the amount to 

which it has the right to invoice.
5
 The Board provided this disclosure relief to 

entities qualifying for the right to invoice practical expedient to eliminate the 

requirement for an entity to gather information for disclosure purposes that it 

would not otherwise gather to recognize revenue.
6
  

 

Stakeholders also requested similar disclosure relief for other fact patterns in 

which entities would gather information only for disclosure purposes. For 

example, certain long-term service arrangements (e.g., IT outsourcing and 

transaction processing) may have per-transaction fees in addition to rebates, 

upfront payments, and fixed fees, which may not qualify for the right to invoice 

practical expedient and, therefore, do not qualify for the disclosure relief. If a 

service arrangement meets the specific requirements of the variable 

consideration allocation guidance, an entity may not be required to estimate 

variable consideration over the contract term to recognize revenue.
7
 Without 

additional disclosure relief, these entities, and some entities with sales- and 

usage-based royalties related to intellectual property, potentially would be 

required to estimate variable consideration for disclosure purposes only.  

                                                        
2
 FASB ASC subparagraph 605-45-15-2(e), available at www.fasb.org. 

3
 FASB ASC paragraph 606-10-50-13, available at www.fasb.org. 

4
 FASB ASC paragraph 606-10-50-14, available at www.fasb.org. 

5
 FASB ASC paragraph 606-10-55-18, available at www.fasb.org. 

6
 FASB ASU 2014-09, paragraph BC352, available at www.fasb.org. 

7
 FASB ASC paragraphs 606-10-32-39 through 32-41, available at www.fasb.org. 

http://www.fasb.org/
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The Board directed the staff to draft two alternatives to expand the practical 

expedient for disclosures under paragraph 606-10-50-14. Under one alternative, 

the Board would expand the practical expedient to include a narrow fact pattern 

(variable consideration within contracts accounted for as a series). Under the 

second alternative, the Board would further expand the practical expedient to 

include all variable consideration that an entity is not required to estimate to 

recognize revenue under the standard. The Board will perform outreach to 

investor stakeholders about the alternatives and will discuss the alternatives at a 

future Board meeting.  

 

Next Steps 

The FASB has completed its redeliberations on the substantive amendments to 

the standard. By the end of Q1 2016 or early Q2 2016, we expect the FASB to 

issue final ASUs about: 

 The narrow-scope improvements and practical expedient amendments; 

 Principal-agent guidance;
8
 and 

 Performance obligations and licensing.
9
  

Although these three ASUs complete the FASB’s substantive amendments to 

the standard, an Exposure Draft about proposed technical corrections to the 

revenue standard, which will include amendments to pre-production cost 

guidance for long-term contracts, the scoping for fixed-odds wagering contracts, 

and other corrections is expected to be issued in Q1 2016. It may also include a 

proposal related to the disclosure relief for remaining performance obligations.  
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Legal–The descriptive and summary statements in this newsletter are not intended to be a substitute 

for the potential requirements of the proposed standard or any other potential or applicable 

requirements of the accounting literature or SEC regulations. Companies applying U.S. GAAP or filing 

with the SEC should apply the texts of the relevant laws, regulations, and accounting requirements, 

consider their particular circumstances, and consult their accounting and legal advisors. Defining 

Issues® is a registered trademark of KPMG LLP. 

                                                        
8
 Defining Issues 15-58, FASB and IASB Reaffirm Amendments to Principal-Agent Guidance in 

Revenue Standard, available at www.kpmginstitutes.com. 

9
 Defining Issues 15-46, FASB Redeliberates Revenue Guidance on Licensing and Performance 

Obligations, available at www.kpmginstitutes.com. 
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