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| SAB 74 — SEC Comment letters -

“You state that you are in the process of evaluating the
impact that the amended revenue recognition guidance
in Topic 606 will have on your consolidated financial
statements. Please revise your future filings to provide
qualitative financial statement disclosures of the

—

D'YI1910 D'XYIIN 5 -n ThX
SEC Comment -2
nNnxN Nwva letters

potential impact that this standard will have on your >

financial statements when adopted. In this regard,

include a description of the effects of the accounting NINIT N1'j702 YAT - '9X
policies that you expect to apply, if determined, and a 2017

comparison to your current revenue recognition policies. .
Describe the status of your process to implement the new
standard and the significant implementation matters yet
to be addressed. In addition, to the extent that you
determine the quantitative impact that adoption of Topic
606 is expected to have on your financial statements,
please also disclose such amounts. Please refer to ASC
250-10-S99-6 and SAB Topic 11.M.”

PwC lIsrael




SAB 74 — SEC Comment letters
Technology, Media & Telecommunications

“You disclose that the new revenue standard could” n'anon N n7Ta SEC -0 v Xwina n'1an nm
change the amount and timing ofrevenue and costs VIT DNNA0ONA ,N01DNA NIDNA VOS] ’|'73_|7:nn
under certain arrangement types, but you have not ‘nnann SEC -n
completely determined what effect, if any, the new

guidance will have on the financial statements and NI'I9XN NIYOYNN 7Y MID'X 172 7907 .1

related disclosures. Please revise to provide qualitative
financial statement disclosures of the potential impact
that this standard will have on your financial YIN'RN 7'70N2 NINXN) 12 27UN DX NI7A7
statements when adopted.”

nNn"En NIMTMY NWTNN N1'NN DX NHYNY

> o b

Q7NN DIY'D TVINY 720 0Y17an NIR DTV

“We note your disclosures with respect to revenue
recognition have remained unchanged from your
Form 10-K. Please revise to provide qualitative
financial statement disclosures of the potential impact
that this standard will have on your financial
statements when adopted.”
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| Industrial Products

PwC extracted the disclosures of the 92
industrial products companies
included in the Fortune 500 related to
the new revenue and leases standards.

Figure 4 is a summary of those disclosures
from annual and quarterly filings between
July 1, 2017 and August 18, 2017.

Figure 5 is a summary of the expected

method of adoption of the revenue standard
as disclosed by the same companies.

PwC lIsrael

Figure 4: Potential impact of adoption

B =%
_ .80’
Revenue
43%
I 6
BN 290%
I 1
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B Material impact B Qualitative disclosures only

B Immaterial impact B Not disclosed/still evaluating

Figure 5: Method of adoption of the new
revenue standard

&

= Full retrospective
= Not determined/disclosed

» Modified retrospective
18



Consumer Markets

PwC extracted the disclosures of the 106 Consumer
Markets companies in the Fortune 500 related to the new
revenue and leases standards. The chart below is a
summary of those disclosures from annual and quarterly
filings between July 1, 2017 and September 30, 2017.

Potential impact of adoption of the new lease standard

69%

Retail 6%
25%

35%
Consumer products 18%
47%
36%
14%
50%

m Material impact ®Qualitative disclosures only mNot disclosed / still evaluating

Travel and transportation
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Potential impact of adoption of the new revenue standard

Retail* 1;30 66%
0

* 29%
Consumer products 49%

22%

= 45Y%
i 0
Travel and transportation 41%
5%

0% 10% 20% 30% 40% 50% 60% 70%

m Material impact m Qualitative disclosures only

H Immaterial m Not disclosed / still evaluating

*No registrants in these industries disclosed that there would be a material impact of adoption

Method of adoption of the new revenue standard
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m Full retrospective  mModified retrospective  mNot disclosed / still evaluating 19



Health Industries

Figure 4 and 5 summarize annual and quarterly SAB 74 disclosures from S&P 500 companies
in our sector related to revenue and the leasing standards as of the Q3’2017 filings.

Figure 4: Potential impact of adoption Figure 5: Method of ado;:ltio(rlt of the new revenue
standar

® Material impact # Qualitative disclosures only
¢ Immaterial impact & Not disclosed/still evaluating * Full retrospective = Modified retrospective = Not determined
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Method of Full
adoption of the retrospective
new revenue 1%
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32%
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As disclosed in annual and quatrterly filings by the
Fortune 500 between July 1, 2017 to August 18, 2017
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) IFRS 16 & ASC 842
2017 lease accounting survey CBRE- 1 PwC Yw 170

Implementation progress report

' Industry breakdown

Manufacturing

v

21%
» Over 600 responses
Financial Services

» 85% reported their
title as CFO, controller
or finance/accounting
director or manager

— Retail & Consumer

Technology

Fower & Utilities

. ‘ e 5 Pharmaceuticals / Life Sciences
Real Estate

Healthcare

» 65% were public
companies

* 01% were US GAAP
reporters

Energy
IEntenainment / Media / Communications
Transportation

Professional Services

PwWC Israel Other 45




IFRS 16 & ASC 842
[7nn o1y 1227 CBRE —1 PwC 7w 70

Which of the following best describes your company's status in adopting
the new lease accounting standards?

Implementation )
complete, 1%

Have not started, Assessing the Implementation in

23% impact, 52% progress, 24%
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IFRS 16 & ASC 842
[i7nn iy 227 CBRE —1 PwC v 70

Do you plan to change the primary system used to track leases and lease
accounting?

Yes, Implementing a

(4]
new lease system 43%

Mo change planned

Yes, Modifying existing
ERP system

Yes, Developing an
in-house solution

PwC lIsrael *Multiple answers permitted 47



IFRS 16 & ASC 842
I7nn ol 1227 CBRE —1 PwC 7v 370

How are you primarily collecting the data from your lease contracts to
comply with the new accounting standards?

Undecided or
other
12%

Requesting from
lessor
1%

Mot applicable (relying
on existing data)
5%

Abstracting
technology
4%

Third party
8%

Manually "in house"
70%

PwWC Israel 48



IFRS 16 & ASC 842
Ii7nn o1y 227 CBRE —1 PwC 7v 70

Do you expect to realize any of these benefits as a result of the changes you
are making to comply with the new standards (check all that apply)?

Improved lease 40
portfolio reporting e
Improved lease 350,
portfolio administration °

Improved visibility into
29%
10%
*Multiple answers permitted

o
key leasing costs 35%
PwC lIsrael 49

No improvements
expected

Improved lease
negotiations




IFRS 16 & ASC 842

Jiznn oy '227 CBRE —1 PwC v 270

Early adoption is permitted before the required effective dates. Do you
expect your company to early adopt?

No B6%
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Do you expect the new standards to result in a necessary renegotiation of
any existing debt covenants?

PwC lIsrael 51
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