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Revenue Recognition:
PwC/ FERF 2015 survey results

.........................................
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PwC and FERF 2015 survey results

e 2nd readiness survey

e 335 respondents

e Various industries and sizes

October, 2015

PwC Israel

Respondents by Annual Revenue
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PwC and FERF 2015 survey results

How far along 1s your company in implementing
the new revenue recognition standard?

Most have started, but We have started,
. ut have not yet
ﬂlmOSt 28% 01: COI‘I'ID|81$C| an initial % 1 36
respondents have not impact assessment
begun an assessment. We have not started
an initial impact | 79
assessment |

We have completed

an initial impact ﬂ 58
assessment

We have started to

implement systems, _I 13

controls and process
changes

pwc « ferf

PWC ISI‘ael financial executives
research foundation



PwC and FERF 2015 survey results

If you have not begun your implementation
efforts, what are the reasons behind the delay?

The Top 3:

1.

38% do not
believe there will
be a significant
impact.

. 18% of

respondents
have resource
constraints.

. 28% are waiting

on additional
guidance.

PwC Israel

Do not believe there will be
a significant impact on our
company’s financials

Resource constraints

Waiting for clarification on
additional accounting topics

Waiting for finalization of the
proposed amendments

Expect to initiate efforts now
that the FASB and IASE
have voted on the effective
deferral date

Other

Do not have the proper IT
systems in place

% 380/5
ﬁ ‘180/’0

G ferf

financial executives
rescarch foundation

pwc



PwC and FERF 2015 survey results

What level of effort will be required to implement
the new revenue recognition standard?

67% of respondents 106
said that a moderate to ~
significant level of 84
effort will be required T
to implement the new 61
standard.
32

Significant Moderate Low Mot sure

pwec

PwC Israel
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I
PwC and FERF 2015 survey results

When does your company plan to adopt the
standard?

Over 66% plan 190
on taking advantage
of the Boards’ deferral.

70
[ |
18
T 8
T
We are Undecided We are We are
planning to planning for planning for
take advantage early adoption, early adoption
of the deferral as of the original

effective date

pwc O ferf

PwC Israel financial executives
rescarch foundation



PwC and FERF 2015 survey results

What accounting areas of the new revenue
recognition standard are causing you the most

challenges?

Accounting for licenses
[N=270]

Financial systems
[N=274]

Accounting for variable consideration
[N=270]

Other

[N=74]

Timing of revenue recognition
[N=271]

Reporting systems
[N=270]

Business models
[N=267]

|dentifying performance obligations
[N=271]

Business processes/policies
[N=271]

Sales practices/compensation
[N=270]

PwC Israel

: 39%

| 35%

: 33%

| 32%

|31%

—_—] 31%
] 30%
—] 29%
—] 20%
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PwC and FERF 2015 survey results

Has your organization decided on a method of

adoption?
Method of adoption is
unclear:
[ ] 0 .
83£ llIldECldEd Undecided, but
on a method Of considering full ] 218
'ldOptiOI’l retrospective 1

Undecided I
. Ol‘ll}r 10% Curl‘E‘:l‘lﬂy ndecide 61
believe they will use

modified retrospective Vodified I 34
approach . retrospective

Full —| 23

retrospective

Decided

pwe O ferf

Inancial executives
rescarch foundation
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PwC and FERF 2015 survey results

Do you expect to make system changes to
accommodate the new standard?

Over 53% of 99,
respondents expect Yes,
to b P 239 significant
(1]
make at least some Not sure 13%

Yes,
system changes. moderate

Yes, some
changes

pwc O ferf

financlal executives
research foundation
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2015 o905 niniT7 npw'nr Hot Topics

2015 SEC comment letter and disclosure trends

Technology

PwC Israel
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Management's discussion and analysis

Business combinations, divestitures, and
_# variable interest entities

Revenue recognition
Income taxes
Internal controls

Compensation

Goodwill, intangible assets, and long-
lived assets

Segment reporting

Loss contingencies

ruvml

Other notable trends

H2013 H2014 H2015

23



2015 o905 niniT7 npw'nr Hot Topics

2015 SEC comment letter and disclosure trends

Pharmaceutical and Life Sciences

MD&A

Compliance

Business combinations and
impairment tests

Regulatory
Revenue

Taxes

Segments
Non-GAAP

Loss contingencies

Other

0% 20%

40%

HFT"H!1qﬂ|

m2015m2014 m2013 m2012 m 2011

Retail & Consumer

2015 Nature of comment 2015
Rank %

1 Management's discussion  25%

and analysis (MD&A)

2 Segments 13%
3 Compliance 8%

4 Goodwill impairment 5%

5 Acquisitions and 5%

divestitures

6 Revenue recognition and 4%
related areas

7 Income taxes 4%
8 Cost of sales 4%
9 Controls and procedures 3%
10 Loss contingencies 2%

24
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2015 o905 niniT7 npw'nr Hot Topics

“You indicate your intent to account for the acquisition of
Target as an asset acquisition because you will acquire ?021 IX j70V

only inputs and will not acquire any processes. Please

: : : NY'DI2 NI DORN NYApRY7
provide us your analysis supporting your Y .
conclusion that the acquisition of Target is not a ND7wA - 001 NYDA IX 0V
business to be accounted for under the acquisition InnA

method of accounting.”

naanin Ninn
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Qn 1 nn .
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“Please tell us who your chief operating decision maker (CODM) is and provide us with your analysis in
determining the CODM...please provide us with an organizational chart..

« Describe the process through which your CODM reviews performance and makes decisions about allocation of resources.
* Please elaborate on your budget process and tell us the methodology used to prepare the operating budget , who
approves the budget (including intra-period changes) and the nature of communications that address budget variances,
including when and how the CODM is informed of these variances.

* Provide us with a detailed discussion of the financial and nonfinancial performance metrics utilized by the company to
determine compensation for the CODM and segment managers.”

PwC Israel 29
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“You disclosed that you meet the aggregation criteria pursuant to ASC
280 to report a single reportable segment. The discussion in your
business section appears to indicate that you manage your
business along product lines.. please tell us how you evaluated that
aggregation of the product lines was consistent with the objective and
basic principles of ASC 280 and the product lines have similar
economic characteristics. Please provide us with a detailed analysis of
how you evaluated each of the aggregation criteria in ASC 280-
10-50-11 in determining you have one reportable segment.”
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1221 TN ,N2'NAN TYIN - ['O"2Iin Y T

“To the extent that any of your reporting units have
estimated fair values that are not substantially in
excess of the carrying value and to the extent
that goodwill for these reporting units, in the
aggregate or individually, if impaired, could
materially impact your operating results, please
provide the following disclosures for each of these
reporting units:

« Identify the reporting unit

» The percentage by which fair value exceeds the
carrying value as of the most recent step-one test

e The amount of goodwill

« A description of the assumptions that drive the
estimated fair value

« A discussion of the uncertainty associated with
the key assumptions

« A discussion of any potential events and/or
circumstances that could have a negative effect on
the estimated fair value “

-
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Comment letters issued by catagory
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ASU 2013-06 - Not-for-Profit Entities : Services Received from Personnel of an Affiliate
ASU 2014-01 - Investments—Equity Method and Joint Ventures : Accounting for Investments in
Qualified Affordable Housing Projects

ASU 2014-04 Receivables—Troubled Debt Restructurings by Creditors : Reclassification of
Residential Real Estate Collateralized Consumer Mortgage Loans upon Foreclosure

ASU No. 2014-05 - Service Concession Arrangements

ASU 2014-08 - Reporting Discontinued Operations and Disclosures of Disposals of Components
of an Entity

ASU 2014-10 - Development Stage Entities : Elimination of Certain Financial Reporting
Requirements, Including an Amendment to Variable Interest Entities Guidance in Topic 810,
Consolidation

ASU 2014-11 - Transfers and Servicing : Repurchase-to-Maturity Transactions, Repurchase
Financings, and Disclosures

ASU 2014-14 - Receivables — Troubled Debt Restructurings by Creditors : Classification of Certain
Government-Guaranteed Mortgage Loans upon Foreclosure

ASU 2015-13 - Derivatives and Hedging : Application of the Normal Purchases and Normal Sales
Scope Exception to Certain Electricity Contracts within Nodal Energy Markets
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Final ASU’s: nan
(*)n1mnarx

ASU No. 2014-09 - Revenue from Contracts with Customers (Topic 606) 1.1.2018
ASU No. 2014-12 - Accounting for Share-Based Payments When the Terms of

an Award Provide That a Performance Target Could Be Achieved after the 1.1.2016
Requisite Service Period

ASU No. 2014-13 Measuring the Financial Assets and the Financial Liabilities of a 11.2016
Consolidated Collateralized Financing Entity o
ASU No. 2014-15 - Disclosure of Uncertainties about an Entity’s Ability to Continue as a ninIT
Going Concern nYmvy

2016

ASU No. 2014-16 - Determining Whether the Host Contract in a Hybrid Financial 11,2016
Instrument Is More Akin to Debt or to Equity -
ASU 2015-01 - Income Statement—Extraordinary and Unusual Items : Simplifying 11.2016
Income Statement Presentation by Eliminating the Concept of Extraordinary Items o
ASU 2015-02 - Consolidation (Topic 810): Amendments to the Consolidation Analysis 1.1.2016
ASU 2015-03: Simplifying the Presentation of Debt Issuance Costs 1.1.2016
ASU 2015-04 - Compensation-Retirement Benefits (Topic 715): Practical Expedient for 112016

the Measurement Date of an Employer’s Defined Benefit Obligation and Plan Assets
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Final ASU'’s:

ASU 2015-05 —Customer's Accounting for Fees Paid in a Cloud Computing
Arrangement

ASU 2015-06 - Effects on Historical Earnings per Unit of Master Limited Partnership
Dropdown Transactions

ASU 2015-07 - Disclosures for Investments in Certain Entities That Calculate Net Asset
Value per Share (or Its Equivalent)

ASU 2015-09 - Financial Services—Insurance (Topic 944): Disclosures about Short-
Duration Contracts

ASU 2015-11: Inventory: Simplifying the Measurement of Inventory

ASU 2015-12 - Plan Accounting: Defined Benefit Pension Plans, Defined Contribution
Pension Plans , Health and Welfare Benefit Plans : (Part I) Fully Benefit-Responsive
Investment Contracts, (Part I1) Plan Investment Disclosures, (Part I11) Measurement
Date Practical Expedient

ASU 2015-15 - Presentation and Subsequent Measurement of Debt Issuance
Costs Associated with Line-of-Credit Arrangements

ASU 2015-16 - Simplifying the Accounting for Measurement-Period
Adjustments

ASU 2015-17 - Balance Sheet Classification of Deferred Taxes
1anxTa 31- D1 [N7Y ITRAN IRN WK NN2NYT ' ixnn n'nnn tvim (%)
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1.1.2016

1.1.2016

1.1.2016

ninIT
v 0Ny
2016

1.1.2017
niNIT

2w 0Ny
2016

1.1.2016

1.1.2016

1.1.2017
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