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I
*��1*!�:89>ŀ�0$!��%*�*�%�(����+1*0%*#��0�* �. /��+�. �
ş����š�%//1! �����:89>ő9;ŀ�Financial Instruments – Credit 
Losses (Topic 326) Measurement of Credit Losses on Finan-
cial Instrumentsŀ�3$%�$��)!* /�0$!�!�.(%!.��+�. ƍ/�#1% -
�*�!�+*�0$!�%),�%.)!*0�+"�Ɯ*�*�%�(�%*/0.1)!*0/Ł�����;:>�
replaces the legacy GAAP’s “incurred loss” model with 
the “current expected credit loss” (CECL) impairment 

model. The latter requires companies to consider a broader range 
of information to estimate expected losses over the lifetime of their 
Ɯ*�*�%�(��//!0/Ł��$%/�)�5��.!�0!��$�((!*#!/�"+.�/+)!��+),�*%!/ŀ�
/%*�!�0$!5�*!! �0+�#�0$!.��* ��*�(56!�*!3�%*"+.)�0%+*�0+�!/0%)�0!ŀ�
"+.�!4�),(!ŀ�0$!%.�!4,!�0! �(+//!/�+2!.�0$!�(%"!�+"�0$!%.����+1*0/�
receivable. 

�$!�*!3�#1% �*�!��Ƣ!�0/�*+0�+*(5���*'/��* �Ɯ*�*�%�(�%*/0%010%+*/ŀ�
but also all other industries and is applicable to a wide variety of 
Ɯ*�*�%�(��//!0/ŀ�%*�(1 %*#����+1*0/�.!�!%2��(!��* ��+*0.��0��//!0/Ł�
This article focuses on the impact of CECL and the recently issued 
ASU 2019-04 on accounts receivable and contract assets from 
/�(!�+"�#++ /��* �/!.2%�!/�0+��1/0+)!./�3%0$%*�0$!�/�+,!�����>8>ŀ�
Revenue from Contracts with Customers. The article explicates some 
of the intricacies of the new guidance and argues that credit losses’ 
!/0%)�0!/�$�2!��!�+)!�)+.!�&1 #)!*0�(��* �,.+,$!0%��1* !.�0$!�
new guidance.

0ŖŖŁĴƼŢǜŁ�'ėƼŁ
�1�(%���1/%*!//�!*0%0%!/�ş���/š�0$�0��.!�����Ɯ(!./�� +,0�0$%/�#1% -
�*�!�"+.�%*0!.%)��* ��**1�(�,!.%+ /�%*�Ɯ/��(�5!�./��!#%**%*#��"0!.�
�!�Ł�9=ŀ�:89AŁ��$!����/�0$�0��.!�*+0�����Ɯ(!./�� +,0�0$%/�#1% �*�!�
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"+.�%*0!.%)��* ��**1�(�,!.%+ /�%*�Ɯ/��(�5!�./��!#%**%*#�
�"0!.��!�Ł�9=ŀ�:8:8Ł��((�+0$!.�!*0%0%!/�� +,0�0$%/�#1% -
�*�!�%*�Ɯ/��(�5!�./��!#%**%*#��"0!.��!�Ł�9=ŀ�:8:9Ł������
,!.)%0/�!�.(5�� +,0%+*�"+.�Ɯ/��(�5!�./��!#%**%*#��"0!.�
�!�Ł�9=ŀ�:89@�ş����;:>ő98ő>=ő9šŁ

�*�.!/,+*/!�0+�"!! ���'�".+)�/0�'!$+( !./ŀ������$�/�.!-
�!*0(5�,.+,+/! �0$!� !"!..�(�+"�0$!�!Ƣ!�0%2!� �0!�+"�0$%/�
standard for certain companies. As of the date of this 
,1�(%��0%+*ŀ������$�/�*+0�%//1! �%0/�Ɯ*�(�/0�* �. �5!0Ł

�ĴƋƨŁ�ƋŖ�!0!d
�$%/�#1% �*�!�,.%)�.5��Ƣ!�0/���*'/��* �Ɯ*�*�%�(�%*/0%-
010%+*/ń�$+3!2!.ŀ�+0$!.�!*0%0%!/�0$�0�,!."+.)��*5�(!* -
ing activities or invest in any debt securities may also 
�!��Ƣ!�0! Ł��1.0$!.)+.!ŀ�0$%/�#1% �*�!�%),��0/�!*0%0%!/�
that have trade receivable (that result from revenue 
0.�*/��0%+*/�3%0$%*�0$!�/�+,!�+"�����>8>šŀ�.!%*/1.�*�!�
recoverable and loan to equity method investees. Topic 
;:>�$�/�03+� %Ƣ!.!*0�/1�0+,%�/Ń��.! %0�(+//!/�"+.�Ɯ*�*-
cial assets measured at amortized cost (ASC 326-20) and 
credit losses for available-for-sale securities (AFS) (ASC 
326-30). The former subtopic is the focus of this article.

����;:>ő:8��,,(%!/�0+�Ɯ*�*�%�(��//!0/�)!�/1.! ��0��)-
+.0%6! ��+/0�ş!Ł#Łŀ����+1*0/�.!�!%2��(!��* ��+*0.��0��/-
/!0/�0$�0�.!/1(0�".+)�.!2!*1!�0.�*/��0%+*/šŀ�*!0�%*2!/0-
)!*0�(!�/!/ŀ��* �+Ƣő��(�*�!�/$!!0��.! %0�!4,+/1.!/�*+0�
accounted for as insurance. ASC 326 provides compa-
*%!/�/%#*%Ɯ��*0�Ɲ!4%�%(%05�%*�$+3�0+�!/0%)�0!�0$!%.��.! %0�
(+//!/�"+.�0$!�Ɯ*�*�%�(��//!0/�0$�0��.!�3%0$%*�%0/�/�+,!Ł�
The goal of this guidance is to rely on management 
&1 #)!*0�0+�%),.+2!�Ɯ*�*�%�(�.!,+.0%*#��* �,.!/!*0�-
tions of companies. 

CECL requires recognition of up-front losses upon 
initial recognition of contract assets and trade accounts 
receivable and revise them as needed in the subsequent 
,!.%+ /Ł�
+3!2!.ŀ������ +!/�*+0�,.+2% !�,.!/�.%,-
tive guidance on how to develop an estimate for credit 
(+//!/ń�0$!.!"+.!ŀ�)�*�#!)!*0�)�'!/�0$!� !�%/%+*�0+�
select a methodology in implementing the CECL model. 
Management needs to document its rationale (including 
�+))!*0�.5�+*��(0!.*�0%2!/�%0��+*/% !.! ��* �.!&!�0! š�
for its selection.

!ƋƁƼƫėĴƼƲ�ǝŢƼŞ�!ǂƲƼƋƀŁƫƲ
Topic 606 initially stated that an entity assesses its 
accounts receivable and contract assets for impair-
)!*0�1* !.��+,%��;98ń�$+3!2!.ŀ�0$!��)!* ! �#1% �*�!�
requires that companies estimate their credit losses 
for both accounts receivable and contract assets under 
Subtopic 326-20:

•  Accounts receivable are unconditional rights to con-
/% !.�0%+*�œ�0$!�,�5)!*0��!�+)!/� 1!�+*(5��"0!.�
the passage of time (ASC 606-10-45-4).

ŷ���+*0.��0��//!0/ŀ�+*�0$!�+0$!.�$�* ŀ��.!��+* %0%+*�(�
.%#$0/�0+��+*/% !.�0%+*Ł��*�0$%/�/�!*�.%+ŀ�0$!��+)-
pany transfers the agreed upon goods and services 
0+��1/0+)!./ń�$+3!2!.ŀ�0$!�.%#$0�%/��+* %0%+*�(�+*�
something other than the passage of time (ASC 
>8>ő98ő<=ő;šŁ��+.�!4�),(!ŀ�0$!��+*0.��0�)�5�$�2!�
the provision for a customer to evaluate the deliv-
!.! �#++ /��* �/!.2%�!/�,.%+.�0+�Ɯ*�(��+))%0)!*0�
for payment. A company that has contract asset 
balances is more exposed to expected credit losses 
than a company that has only short-term trade 
receivables. 

If the duration of accounts receivable and contract as-
/!0/�%/�.!(�0%2!(5�/$+.0ŀ�/3%0�$%*#�0+�*!3�#1% �*�!�".+)�
an incurred loss model to a lifetime expected loss model 
)�5�*+0��!�0$�0��+),(%��0! �+.�$�2!���)�0!.%�(�%),��0ŀ�
and companies may continue to use some of the models 
that they currently use to estimate the allowance for 
bad debt accounts to estimate credit losses under ASC 
326-20.

!0!d�ÈėŹǂėƼŢƋƁ��ŹŹƋǝėƁĴŁ
CECL requires companies to create a valuation allow-
�*�!����+1*0ŀ�3$%�$�%/����+*0.�����+1*0�"+.�0$!��)+.-
0%6! ��+/0���/%/�+"�0$!�Ɯ*�*�%�(��//!0/�ş����;:>ő:8ő;8ő9šŁ�
This is similar to legacy GAAP that requires asset valu-
ation allowances for losses such as those on accounts 
receivable and investments be deducted from the assets 
or groups of assets to which the allowances relate (ASC 
210-10-45-13). 

�$�0�%/� %Ƣ!.!*0�%/�0$�0�������((+3�*�!�.!,.!/!*0/�0$!�
,+.0%+*�+"�0$!�Ɯ*�*�%�(��//!0/ƍ���(�*�!�0$�0�0$!��+),�*5�
 +!/�*+0�!4,!�0�0+��+((!�0�+2!.�%0/�"101.!��+*0.��01�(�(%"!ŀ�

¨ŞŁ�ŗƋėŹ�ƋŖ�ƼŞŢƲ�ŗǂŢĺėƁĴŁ�ŢƲ�ƼƋ�ƫŁŹǣ�ƋƁ�ƀėƁėŗŁƀŁƁƼ�
ųǂĺŗƀŁƁƼ�ƼƋ�ŢƀƨƫƋǜŁ�ŖŢƁėƁĴŢėŹ�ƫŁƨƋƫƼŢƁŗ�ėƁĺ�
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based not only on historical events but also a reasonable 
forecast on current and future economic conditions. The 
+�&!�0%2!�%/�0+�.!�+#*%6!��*��((+3�*�!�"+.�!4,!�0! ��.! %0�
(+//!/�/1�$�0$�0��+),�*%!/�.!Ɲ!�0�0$!�*!0��)+1*0�+"�Ɯ-
*�*�%�(��//!0/�0$�0�0$!5�!4,!�0�0+��+((!�0�%*�0$!%.�Ɯ*�*�%�(�
/0�0!)!*0/����1.�0!(5Ł��1.0$!.)+.!ŀ��0�!��$�.!,+.0%*#�
 �0!ŀ��+),�*%!/�*!! �0+�!2�(1�0!��* �� &1/0�0$%/�2�(1�-
tion account (ASC 326-10-35-1).

!0!d�ǜƲɏ�dŁŗėĴǣ�E��� 
����;:>ŀ�/%)%(�.�0+�(!#��5�	���ŀ�,!.)%0/��,,(%��0%+*�+"�
a variety of methods for calculation of expected credit 
(+//!/ŀ�/1�$��/� %/�+1*0! ���/$�Ɲ+3�)!0$+ �+.��*5�+0$!.�
method (ASC 326-20-30-3). 

����;:>ŀ�1*(%'!�0$!�(!#��5�	���ŀ�.!-1%.!/��+),�*%!/�
to consider lifetime future credit losses that may incur 
!2!*�%"�0$!�.%/'�+"�(+//�%/�.!)+0!Ł��$!�#1% �*�!�/,!�%Ɯ��((5�
requires that companies cannot rely solely on past events 
to estimate expected credit losses since historical experi-
!*�!/�)�5�*+0�"1((5�.!Ɲ!�0�0$!�"101.!�!4,!�0�0%+*/�ş����
;:>ő:Aő==ő<šŁ��/���.!/1(0ŀ��+),�*%!/�)�5�.!�+#*%6!��.! %0�
losses earlier under CECL and experience more volatility 
%*��.! %0�(+//�!4,!*/!/Ł��1.0$!.)+.!ŀ�0$!5�)�5�*!! �0+�
implement additional processes and controls to imple-
ment to the new guidance.

�$!�(!#��5�	����,!.)%0/ŀ��10� +!/�*+0�.!-1%.!ŀ�,++(-
%*#�+"��//!0/��/�1*%0�+"�)!�/1.!)!*0ŀ�3$!.!�/��1�0+,%��
326-20 requires application of pooling method (ASC 326-
20-30-2) when assets share common risk characteristics 
ş����;:>ő:8ő==ő=šŁ��$%/�.!-1%.!/�)�*�#!)!*0�&1 #)!*0�
to determine whether assets grouped in a pool continue 
to share similar risk characteristics at each measurement 
 �0!Ł��1.0$!.)+.!ŀ�0$!�!*0%05�/$�((�!2�(1�0!�3$!0$!.�/1�$�
��Ɯ*�*�%�(��//!0�%*���,++(��+*0%*1!/�0+�!4$%�%0�/%)%(�.�.%/'�
characteristics in subsequent periods (ASC 326-2-35-2).

����;:>ŀ�1*(%'!�0$!�(!#��5�	���ŀ�.!-1%.!/��+),�*%!/�0+�
measure expected credit losses over the contractual life 
of assets (ASC 326-20-30-6). This provision may be chal-
lenging for some companies if their accounts receivable 
 +�*+0�$�2!�/,!�%Ɯ��,�5)!*0�0!.)/�+.�0$+/!�"+.�3$%�$�
customers often make payments subsequent to due 
dates. 

�/0%)�0%*#��.! %0�(+//!/�1* !.�����;:>�%/�$%#$(5�&1 #-
)!*0�(ŀ�)1�$�)+.!�/+�0$�*�!/0%)�0%*#��� � !�0�2�(1�-
tion allowances under the legacy GAAP system when an 
entity relies solely on past events to estimate expected 
�.! %0�(+//!/�ş����;:>ő:ő;8őAšŁ��$!�*!3�#1% �*�!ŀ�)�%*(5�
 1!�0+�%0/�/�+,!��* �"101.%/0%��2%!3ŀ�)�'!/�0$!�!/0%)�0!�

/1�&!�0%2!Ł��1.0$!.)+.!ŀ�����;:>ő:8� +!/�*+0�,.!/�.%�!�
��/,!�%Ɯ��)!0$+ �"+.�!/0%)�0%*#��.! %0�(+//!/�0$�0�)�'!/�
0$!�#1% �*�!�!2!*�)+.!�&1 #)!*0�(Ł

PƁƼŁƫƁėŹ�!ƋƁƼƫƋŹƲ
ASC 326 requires companies to evaluate their system 
of internal controls for estimating their credit losses. 
�+),�*%!/�/$+1( � !2!(+,��,,.+,.%�0!�%*0!.*�(��+*0.+(/ŀ�
from modeling to estimating credit losses and external 
reporting. Estimating credit losses is often a team ef-
"+.0ń�0$!.!"+.!ŀ�)�*�#!)!*0�)1/0�!*/1.!�0$�0�� !-1�0!�
/!#.!#�0%+*�+"� 10%!/�!4%/0/ŀ��* ���,.+�!//�+"�.!2%!3��* �
approval is in place. Management also needs to put ad-
equate controls in place over the data that it has used in 
formulating its assumption. 

A weakness in the system of internal controls for esti-
)�0%*#��.! %0�(+//!/�)�5�.!/1(0�%*� !Ɯ�%!*�%!/�+.�!2!*�
material weakness. The standard for measuring whether 
�*�%*0!.*�(��+*0.+(� !Ɯ�%!*�5�%/���)�0!.%�(�3!�'*!//�"+.�
Ɯ*�*�%�(�.!,+.0%*#�,1.,+/!/�%/�0$�0��� !Ɯ�%!*�5�+.��+)-
�%*�0%+*�+"� !Ɯ�%!*�%!/��+1( �.!/1(0�%*���)�0!.%�(�)%/-
/0�0!)!*0�+"����+),�*5ƍ/�Ɯ*�*�%�(�/0�0!)!*0/Ł

'ŢƲĴŹƋƲǂƫŁƲ
Many public companies disclose their policies for esti-
mating their bad debt allowance under existing guidance 
%*�0$!%.�/%#*%Ɯ��*0��* ��.%0%��(����+1*0%*#�,+(%�%!/�%*�
0$!%.��+.)/�98ő/��* �98ő�/Ł�
+3!2!.ŀ��"0!.�� +,0%+*�+"�
����;:>ŀ��+),�*%!/�*!! �0+�!4,�* �0$!%.� %/�(+/1.!/�0+�
include the additional following information:

•  Methodology that they have used to estimate the 
!4,!�0! ��.! %0�(+//!/�ş!Ł#Łŀ��� %/�+1*0! ���/$�Ɲ+3�
methodology).

•  Process of estimating the historical and expected 
future credit losses.

•  Process of developing forecasts for future economic 
conditions.

ŷ�����/�)1/0�,.!/!*0�0$!��)+.0%6! ��+/0���/%/�+"�0$!%.�
accounts receivable (except those due in one year or 
less) by year of origination (vintage year) (ASC 326-
20-50-6 and ASC 326-20-50-9).

dėƼŁƲƼ�'ŁǜŁŹƋƨƀŁƁƼ
�*��,.%(�:89Aŀ������%//1! �����:89Aő8<ŀ��+ %Ɯ��0%+*�
�),.+2!)!*0/�0+��+,%��;:>ŀ��%*�*�%�(��*/0.1)!*0/�œ�
�.! %0��+//!/ŀ��+,%��@9=ŀ��!.%2�0%2!/��* �
! #%*#ŀ��* �
�+,%��@:=ŀ��%*�*�%�(��*/0.1)!*0/�ş0$!��)!* )!*0šŁ������
%//1! �0$%/��)!* )!*0��/�,�.0�+"�%0/�+*#+%*#�,.+&!�0�
0+�%),.+2!����+1*0%*#��+ %Ɯ��0%+*�/0�* �. /Ł��*���5�
:89Aŀ������%//1! �����:89Aő8=ŀ��%*�*�%�(��*/0.1)!*0/�œ�



Today's CPA  November/December 2019  41

!�0���¨P!d0

Credit Losses (Topic 326). This guidance provides certain 
+,0%+*�(�0�.#!0! �0.�*/%0%+*�.!(%!"�"+.��!.0�%*�Ɯ*�*�%�(�
instruments accounted for under Subtopic 326-20. 
�+),�*%!/�0$�0�$�2!�Ɯ*�*�%�(�%*/0.1)!*0/�)!�/1.! ��0�
amortized cost can elect to irrevocably account for them 
at fair value according to ASC 825-10. This guidance is 
not applicable to accounts receivable and contract assets 
ş %/�1//! �%*�0$%/��.0%�(!šŀ�/%*�!��+),�*%!/�+"0!*� +�*+0�
use the fair value option to account for such assets.

�ǂƀƀėƫǣ�ƋŖ���®�ȍȋȌȔɫȋȏ
The following summarizes the Amendment’s key im-
provements to Subtopic 326-20:

•  It permits companies to separately measure an allow-
ance for credit losses of accrued interest receivables 
from other components of the amortized cost basis 
and permits companies to make certain accounting 
policy elections regarding calculation of credit losses 
for accrued credit receivables.

•  It requires that companies take into account con-
tractual extensions and contract’s renewal option 
to determine the contractual term over which they 
measure their credit losses.

•  It requires that companies include recoveries of 
0$!��)+1*0/�0$�0�0$!5�!4,!�0�0+�3.%0!�+Ƣ��* �0$+/!�
0$�0�0$!5�$�2!�,.!2%+1/(5�3.%00!*�+ƢŁ��$!�"+((+3%*#�
!4�),(!��(�.%Ɯ!/�0$%/��+*�!,0Ł

���+),�*5�$�/����� � !�0��((+3�*�!�"+.�ȧ9ŀ888���/! �+*�
(!#��5�	���Ł��$!��((+3�*�!�%*�(1 !/�3.%0!�+Ƣ�+"�ȧ:88�
debt. (The company has provided full provision for the 
!4,!�0! �3.%0!�+ƢŁš��$!��+),�*5�$%/0+.%��((5�$�/�.!-
�+2!.! ��,,.+4%)�0!(5�98ż�+"�/1�$�3.%0!�+Ƣ/Ł�
+3!2!.ŀ�
considering the future economic conditions and other 
�%.�1)/0�*�!/ŀ�0$!��+),�*5�!/0%)�0!/�0$�0�.!�+2!.5�
".+)�/1�$�3.%0!�+Ƣ/�3+1( ��!��,,.+4%)�0!(5�9=żŁ��$!.!-
"+.!ŀ�0$!��+),�*5�!/0%)�0!/�0$�0��)+1*0�+"�.!�+2!.5�"+.�
3.%0!�+Ƣ/�%/��,,.+4%)�0!(5�ȧ;8�şȧ:88�0%)!/�9=żš��* ��/���
.!/1(0ŀ��((+3�*�!�"+.��.! %0�(+//!/�3+1( ��!�ȧA?8�şȧ9ŀ888�
less $30).

0ŖŖŁĴƼŢǜŁ�'ėƼŁ�ƋŖ���®�ȍȋȌȔɫȋȏ
�+.�!*0%0%!/�0$�0�$�2!�*+0�5!0�� +,0! �����:89>ő9;ŀ�0$!�
!Ƣ!�0%2!� �0!/��* �0.�*/%0%+*�.!-1%.!)!*0/�"+.�0$%/�
�)!* )!*0��.!�0$!�/�)!��/�0$!�!Ƣ!�0%2!� �0!/��* �0.�*-
sition requirements for ASU 2016-13. 

�+.�!*0%0%!/�0$�0�$�2!��(.!� 5�� +,0! �����:89>ő9;ŀ�0$%/�
�)!* )!*0�%/�!Ƣ!�0%2!�"+.�Ɯ/��(�5!�./��"0!.��!�Ł�9=ŀ�
:89Aŀ�%*�(1 %*#�%*0!.%)�,!.%+ /�3%0$%*�0$+/!�Ɯ/��(�5!�./Ł�
�����,!.)%0/�!�.(5�� +,0%+*�+"�0$%/��)!* )!*0Ł��*0%0%!/�
/$+1( ��,,(5�0$%/��)!* )!*0�+*���)+ %Ɯ! ő.!0.+/,!�-
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opening balance of retained earnings.
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Figure 1. Illustration

(QWLW\�$�VHOOV�D�FRPSXWHU�DQG�DQ�HQWHUSULVH�OLFHQVH��SOXV�WKUHH�\HDUV�PDLQWHQDQFH�IRU���������
It allocates the contract based on stand-alone price of element of the contract as follows:
+DUGZDUH�� � ������
6RIWZDUH�� � �������
0DLQWHQDQFH�� � ��������IRU�WKUHH�\HDUV�������SHU�\HDU�

The contract stipulates that the customer is liable for the software only if it is successfully 
LPSOHPHQWHG�E\�WKH�HQG�RI�WKH�ÀUVW�\HDU�DQG�FXVWRPHU�KDV�DFFHSWHG�LWV�IXQFWLRQDOLW\��(QWLW\�
$�HVWLPDWHV�WKH�FUHGLW�ORVVHV�IRU�FXVWRPHU�DVVHWV�DW�����DQG�IRU�DFFRXQWV�UHFHLYDEOH�DW�����
(QWLW\�$�GHOLYHUV�WKH�KDUGZDUH�DQG�VRIWZDUH�DW�WKH�EHJLQQLQJ�RI�WKH�\HDU�DQG�GHWHUPLQHV�WKDW�
collection is probable.

The journal entries are as follows:

$FFRXQWV�UHFHLYDEOH� � �������
&RQWUDFW�DVVHWV�� � ��������
5HYHQXH�IRU�KDUGZDUH� � � �������
'HIHUUHG�UHYHQXH�IRU�VRIWZDUH� � ��������

*Entity A does not record the maintenance as deferred revenue since it has not 
performed the services.

&UHGLW�ORVVHV�� � � ���������
$OORZDQFH� � � � ��������

*($1,000 x 1% plus $500 x 10%)
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!4,+/1.!/ŀ�/1�$��/�(+�*��+))%0)!*0/��* ��2�%(��(!ő"+.ő
sale debt securities. CECL instigates a new framework 
for estimating credit losses that goes above and beyond 
traditional historical data analysis and relies on pro-
phetic estimates in addition to past loss experiences and 
current economic situations. This guidance is more than 
a continuum of erstwhile standards and it heralds a new 
!.��"+.������3$!.!�%0�)�5�2!.5�3!((�!4,�* �0$!������
concept to other loss estimate provisions.

The focus of this article was to provide guidance for 
!/0%)�0%*#��.! %0�(+//!/�"+.��+,%��>8>�Ɯ*�*�%�(��//!0/Ł�
�$!��10$+.��+*&!�01.!/�0$�0������)�5�*+0�$�2!��� .�/0%��
impact on calculation of credit losses for accounts receiv-

able and contract assets (within the scope of Topic 606) 
0$�0�$�2!�.!(�0%2!(5�/$+.0�(%"!�/,�*/Ł��1.0$!.)+.!ŀ�/+)!�
companies may continue using some of the techniques 
that they currently use for estimating their bad debt al-
lowance accounts.
 
�!2!.0$!(!//ŀ�0$%/�%/�*+0���0.%Ɲ%*#�#1% �*�!��* ��+)-
panies need to make an assessment to determine the 
impact of this standard and its Amendment (particularly 
0$!�.!�+2!.5�+"�3.%0!�+Ƣ/š�+*�0$!%.����+1*0/�.!�!%2��(!�
and contract assets that meet the criteria of Subtopic 
;:>ő:8Ł��*�/+)!�%*/0�*�!/ŀ�� +,0%+*�+"�0$%/�#1% �*�!�)�5�
cause companies to post higher expenses in the earlier 
,!.%+ /��* ��/���.!/1(0ŀ�!4,!.%!*�!�$%#$!.�2+(�0%(%05�+*�
their earnings.
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