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FASB Confirms Decision to Defer
Effective Date of New Revenue
Standard by One Year

by Kristin Bauer and Rachel Grandovic, Deloitte & Touche LLP

At its meeting yesterday, the FASB reaffirmed the guidance in its April 2015 proposed ASU' that defers
for one year the effective date of the new revenue standard (ASU 2014-092) for both public and
nonpublic entities reporting under U.S. GAAP and allows early adoption as of the original effective date.

After reviewing and discussing the feedback received, the Board decided to adopt the standard as
originally proposed. Thus, the final ASU, which is expected to be issued in the coming weeks, will
require the following:

« For public entities, the standard will be effective for annual reporting periods (including interim
reporting periods within those periods) beginning after December 15, 2017. Early adoption will
be permitted as of the original effective date in ASU 2014-09 (i.e., annual reporting periods
beginning after December 15, 2016, including interim reporting periods within those annual
periods).

« For nonpublic entities, the standard will be effective for annual reporting periods beginning
after December 15, 2018, and interim reporting periods within annual reporting periods
beginning after December 15, 2019. Nonpublic entities can also elect to early adopt the
standard as of the following:

o Annual reporting periods beginning after December 15, 2016, including interim periods.

o Annual reporting periods beginning after December 15, 2016, and interim periods within
annual reporting periods beginning one year after the annual reporting period of initial
application of the new standard.

The FASB’s final decision comes after a month-long comment period that closed on May 29, 2015.
Comment-letter respondents unanimously supported the deferral of the effective date by at least
one year, stating that the additional time would allow for more successful implementation of the
requirements as entities work through issues associated with IT solutions and adoption of new
processes and controls. Respondents had varying views on the other questions posed, including
whether the deferral should be two years rather than one and to what extent (if at all) early adoption
should be permitted.

' FASB Proposed Accounting Standards Update, Revenue From Contracts With Customers (Topic 606): Deferral of the Effective Date.
2 FASB Accounting Standards Update No. 2014-09, Revenue From Contracts With Customers.


http://www.fasb.org/cs/ContentServer?c=Document_C&pagename=FASB%2FDocument_C%2FDocumentPage&cid=1176165966833
http://www.fasb.org/cs/ContentServer?c=Document_C&pagename=FASB%2FDocument_C%2FDocumentPage&cid=1176164076069

Although the Board’s final decision was to retain the guidance from the proposal, some Board
members expressed differing views on the various options at the meeting. For instance, one Board
member questioned the early-adoption option, stating that investors could become confused by

the incomparability that would result from entities’ adoption of the guidance at different times and
their use of different transition methods.? In addition, some members reiterated their concern that a
one-year deferral may not give entities enough time, while others were concerned that an additional
year (i.e., a two-year deferral) would delay implementation efforts. Further, some members supported
a one-year deferral in light of the IASB’s parallel proposal to defer the effective date of its counterpart
standard, IFRS 15,% by one year.

Editor’s Note: The IASB issued an exposure draft (ED)> in May 2015 to seek feedback on its
tentative decision to defer the effective date of the new revenue standard by one year. If finalized,
the IASB’s proposal would be consistent with the FASB's decision. Comments on the ED were due
by July 3, 2015. The IASB is expected to discuss feedback received and make a final decision at its
meeting during the week of July 20.

3 ASU 2014-09 permits entities to use different transition methods when adopting the new guidance, including a full retrospective approach and a
modified approach. For a description of the two methods, see Deloitte’s May 28, 2014, Heads Up.

4 IFRS 15, Revenue From Contracts With Customers.

° |ASB Exposure Draft ED/2015/2, Effective Date of IFRS 15 — proposed amendments to IFRS 15.


http://www.ifrs.org/Current-Projects/IASB-Projects/Revenue-Recognition/Documents/IFRS-15/ED_Proposed-Amendments-to-IFRS 15.pdf
http://www.iasplus.com/en-us/publications/us/heads-up/2014/revenue
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