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BIHE 3 [RESFHLYE]
FASB ASC 450-20-25-2
+ An estimated loss from a loss contingency shall be accrued by a charge to income if both of the
following conditions are met:
a. Information available before the financial statements are issued or are available to be issued (as
discussed in Section 855-10-25) indicates that it is probable that an asset had been impaired or a
liability had been incurred at the date of the financial statements!.

b. The amount of loss can be reasonably estimated.

(FR30)
 BREBLNOAEL L AFEEBEKIE., LTOMGO&M 2wz 356, YHoEHE LT Eaniidn
T 5720,

a. MEBFERDFAT S D SUIFIH FIEE & 72 HAMNCEG ATREZR 1 (Section 855-10-25 ITH W Tk~ 5
NTNDERY) B, MEHERO AFRRIZEBNT, ®HEENETAEL TWDH Z & UFTAEEZA->T
WA REEHERNE W L AR LTV 5,

b. HERHEAGHIICHEG D LN TE D,

U RSO Fr ke



FASB ASC 605-35-25-44

+ The estimated cost to complete (the other component of total estimated contract cost) is a

significant variable in the process of determining income earned and is thus a significant factor in

accounting for contracts. The latest estimate may be determined in a variety of ways and may be the
same as the original estimate.

a. Systematic and consistent procedures that are correlated with the cost accounting system should
be used to provide a basis for periodically comparing actual and estimated costs.

b. In estimating total contract costs, the quantities and prices of all significant elements of cost
should be identified.

¢. The estimating procedures should provide that estimated cost to complete includes the same
elements of cost that are included in actual accumulated costs. Also, those elements should reflect
expected price increases.

d. The effects of future wage and price escalations should be taken into account in cost estimates,
especially when the contract performance will be carried out over a significant period of time.
Escalation provisions should not be blanket overall provisions but should cover labor, materials,
and indirect costs based on percentages or amounts that take into consideration experience and
other pertinent data.

e. Estimates of cost to complete should be reviewed periodically and revised as appropriate to reflect

new information.
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FASB ASC 605-35-25-45
For a contract on which a loss is anticipated, GAAP requires recognition of the entire anticipated loss
as soon as the loss becomes evident. An entity without the ability to update and revise estimates

continually with a degree of confidence could not meet that essential requirement of GAAP.

(FR30)
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FASB ASC 605-35-25-46

When the current estimates of total contract revenue and contract cost indicate a loss, a provision for
the entire loss on the contract shall be made. Provisions for losses shall be made in the period in
which they become evident under either the percentage-of-completion method or the

completed-contract method.
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FASB ASC 605-35-25-60

* The percentage-of-completion method shall be applied to individual contracts or profit centers, as

appropriate, based on all of the following considerations:

a. Normally, a contractor will be able to estimate total contract revenue and total contract cost in
single amounts. Those amounts should normally be used as the basis for accounting for contracts
under the percentage-of-completion method.

. For some contracts, on which some level of profit is assured, a contractor may only be able to
estimate total contract revenue and total contract cost in ranges of amounts. If, based on the
information arising in estimating the ranges of amounts and all other pertinent data, the
contractor can determine the amounts in the ranges that are most likely to occure, those amounts
shall be used in accounting for the contract under the percentage-of-completion method. If the
most likely amounts cannot be determined, the lowest probable level of profit in the range shall be
used in accounting for the contract until the results can be estimated more precisely.

c¢. However, in some circumstances, estimating the final outcome may be impractical except to assure

that no loss will be incurred. In those circumstances, a contractor shall use a zero estimate of

profit; equal amounts of revenue and cost shall be recognized until results can be estimated more

precisely. A contractor shall use this basis only if the bases in (a) or (b) are clearly not appropriate.

(FR30)

« THMEATEREL, ROSTOFHEEZBRH L BT, lx 0K\ UTT a7 4 v b - B X —|T5Y) e
FETHEM LT iulZe b0,

a. W, MELFIL, LFIGEREE L THEMREZ ZNENE O THEL 2 Z N TH D,
ZINOOBRIT, B, LHEETEECR T 5 TEZOICHET 2SFHLBO ML LTHEMA S D %
ERH D,

b. & HRREOFIENHER STV D —ED THEEZOWTIE, i TH T, T FINISHREE & O T F 5
WHZ, EHEOFHETLIABLL ZENTERVWEARH S, SHEOHIHEZ BEL 722 L0 bG
LNTERE OZE DM ETORET — 2 |[ZHES & L&, RS > 72 SBORFHN T b FTREME
DEWEFEERET D 2 ENTE DL, TN 0 O&%E THETEMEICRBIT 2 THRENICET S
EEHLELICAE ] L2 i b, B FREMEOEWEKEZIRET D Z LN TERVWEA, LV IE
B ERBELH LN TEDLEIITRDETIR, A > @BEOHFHPFANIZIBWTHA L S ATREMED
& 5 bARWFIRRFE A THEZICBET 2 2FHLEIZ B W THWRITIUZ R 57220,

L, BRI Ko TR, HARBEA LW L 2T DM, ki &fiE RAED 5 2 &R
FH ENHRGER S5, ZOX S RGA, MILET, LV ERREERBELLIZLENTEDEIIC
HETIE, FlaEaEr s RS0 I &R0 A RZE TR LR T iuEZe 6220, e T#EIE, ki
DaSIFTbDEIEIZFE Y LW ERH LN TH 5B DA, AIEEZEH LT LR b0,



FASB ASC 605-10-25-1

* The recognition of revenue and gains of an entity during a period involves consideration of the

following two factors, with sometimes one and sometimes the other being the more important

consideration:

a. Being realized or realizable. Revenue and gains generally are not recognized until realized or
realizable. Paragraph 83(a) of FASB Concepts Statement No. 5, Recognition and Measurement in
Financial Statements of Business Enterprises, states that revenue and gains are realized when
products (goods or services), merchandise, or other assets are exchanged for cash or claims to cash.
That paragraph states that revenue and gains are realizable when related assets received or held
are readily convertible to known amounts of cash or claims to cash.

b. Being earned. Paragraph 83(b) of FASB Concepts Statement No. 5, Recognition and Measurement
in Financial Statements of Business Enterprises, states that revenue is not recognized until
earned. That paragraph states that an entity's revenue-earning activities involve delivering or
producing goods, rendering services, or other activities that constitute its ongoing major or central
operations, and revenues are considered to have been earned when the entity has substantially
accomplished what it must do to be entitled to the benefits represented by the revenues. That
paragraph states that gains commonly result from transactions and other events that involve no
earning process, and for recognizing gains, being earned is generally less significant than being

realized or realizable.
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FASB ASC 605-10-S99 -1

The staff believes that the presence of one or more of the following characteristics in a transaction

precludes revenue recognition even if title to the product has passed to the buyer:

1.--

2. The seller is required to repurchase the product (or a substantially identical product or processed
goods of which the product is a component) at specified prices that are not subject to change
except for fluctuations due to finance and holding costs, and the amounts to be paid by the seller
will be adjusted, as necessary, to cover substantially all fluctuations in costs incurred by the

buyer in purchasing and holding the product (including interest).
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