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So far, while implementing the standard, companies have focused on understanding and
becoming compliant with all the required accounting changes to ensure that their policies
and accounting assumptions are in line with company, auditor and investor expectations.
While this is absolutely necessary, it is not enough. It can prove to be a missed opportunity
to tap into the advantages of changing revenue recognition, which presents an opportunity
for an enhanced revenue stream.

The truth is that the disruption caused by the new accounting standard continues even after
a company has implemented the new standard and reached compliance. To make the new
changes effective, the accounting updates will need to be integrated into all processes and
systems. Organizations will also need to implement downstream training and
communication. Proactive companies must think beyond implementation about solutions for
these updates.

Speaking with our clients, we have identified the remaining operating model changes and
have designed a platform to help companies come up with a design for revenue recognition
success — not just compliance. The recommendations presented below summarize our
findings from work where we helped clients minimize the disruptive impact of the new
accounting standard on their organization and maximize readiness and efficiency.
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Our model has four key drivers that clients should consider as they undertake the design
process of ASC 606:

+ Catalog processes and rank each process according to the level of effort required.
The first step in designing an efficient ASC 606 change management process is to identify
and review all processes affected by the accounting changes. These processes translate
directly to any current-state process map, which should allow for easy identification. The
second, and most important, step is to translate each impact to what specifically has to
change for each process. This classification will allow you to prioritize the critical
processes that are affected. For example, if the change relates to a new assumption or
journal entry, the impact to this process step probably will be minimal. If the change
requires a new interaction point with systems or dependencies on new data, it will require
a lot more effort and change management. Prioritizing will allow you to get an accurate
estimate of lead times and resources early in the planning process.

+ Communicate the impact of the new accounting changes to downstream

departments.
The new accounting changes will have an impact beyond your finance department, so it’s
important to plan for recurring and comprehensive communication, especially with the
organizations that will suffer a trickle-down effect of your accounting updates. For
example, the compensation organization you work with may need to understand any
changes to revenue timing, and may have to adjust any sales-based commission
agreements. Or, FPEA and investor relations organizations may need access to the
updated assumption models from the technical accounting review.

+ Select your IT solution after the assessment phase by using the IT requirements
captured during that phase.
Every company that has completed the technical accounting assessment has the majority
of technical requirements captured during this phase. These constitute the basis for
determining the right IT solution. Organizations implementing ASC 606 often get stuck on
the business requirements for the IT modules they need for revenue recognition
compliance. Accommodating the new standards requires both building new IT modules
and making changes to the existing ones. Yet, once requirements are gathered,
determining the best IT solution for your needs might be easier than expected. New IT
modules are essentially decision engines that structure revenue decisions based on
assumptions that have been defined upfront during the technical accounting assessment
phase. We recommend companies use an accelerator that translates the decisions and
assumptions from the technical accounting assessment phase into system-ready
requirements that IT partners can use to design a successful implementation.

+ Create value for your company by looking at your ‘order-to-cash’ wish list.
While ASC 606 is required, companies can still create value from the implementation of
this standard by coming up with an “order-to-cash” wish list and incorporating it into the
process changes they are already implementing. Wish list items vary by organization, but
often focus on automating manual billing and cash application processes. Your
organization must have such a list — why not seize the opportunity to tackle these wish list
items, while investing in updating processes and systems to become compliant with ASC
6067 In this way, you can shift the outcome of your investment from compliance-only, to
compliance with the added benefit of innovation.
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Designing for success is a fundamental part of any finance transformation process. In the
recommendations above, we have showed how your company can benefit by designing the
changes required by an ASC 606 implementation, rather than implementing them for
compliance-only. While the requirements of this standard are broad and require a significant
investment from your company, you can transform this required compliance into improved
ratios and efficiency across your order-to-cash process.

Source: https://www.grantthornton.com/library/articles/advisory/2017/design-for-revenue-

recognition-not-compliance.aspx

We are committed to keep you updated of all developments
that may affect the way you do business in Puerto Rico.
Please contact us for assistance in relation to this or any

other matter, we will be glad to assist you.

DISCLAIMER: This update and its content do not constitute advice. Clients should not act solely on the basis
of the material contained in this publication. Itis intended for information purposes only and should not be

regarded as specific advice. In addition, advice from proper consultant should be obtained prior to taking
ra n O rn O n action on any issue dealt with this update.
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