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Preparing Your Organization for the
New Revenue Recognition Standard ASC 606
with JAMIS Prime

DOCUMENT PURPOSE:

The purpose of this document will be to provide JAMIS Prime users
with an overview of the new revenue recognition requirements in
ASC 606, the accounting treatment, how future contracts will be set
up, and how clients will comply with the dual reporting requirements.

This document provides a high-level overview of the ASC 606
changes to contract setup for JAMIS Prime users. Organizations will
be advised to consult with their accounting advisory professionals
for comprehensive advice and guidance on determining how their
contracts should be treated to properly comply with ASC 606
contract revenue recognition requirements.

DOCUMENT CONTENTS:

SECTION I:
ASC 606 Background:
This section provides a summary of ASC 606 contract revenue
recognition requirements and their impacts on financial reporting
including the reason for the changes, what is changing, who is
impacted, and the timing of the change.

SECTION II:
Accounting Treatment Overview:
This section will provide an overview on the process to determine
the correct revenue recognition treatment for contracts.

SECTION lllI:
Future Contract Setup:
This section will provide a summary on future contract revenue
setup recommendations.

SECTION IV:
Dual Reporting Requirement:
This section will provide an overview on how JAMIS Prime clients
can use the system to support the financial statement dual
reporting requirements to show contract revenue results under
both the new and originally applied revenue recognition methods.
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SECTION I: ASC 606 BACKGROUND

On May 28, 2014, the Financial Accounting Standards Board (FASB) issued
Accounting Standards Update (ASU) 2014-09 Revenue from Contracts with
Customers (Topic ASC 606)

* The standard outlines a single comprehensive model for entities to use in
accounting for revenue arising from contracts with customers.

|t supersedes most current revenue recognition guidance, including
industry-specific guidance.

- Affects all entities: public, private, and not-for profit that enter into
contracts with customers to transfer goods or services.

BACKGROUND

The FASB provided this framework for businesses to recognize revenue more consistently.

The standard'’s purpose is to eliminate variations in the way businesses across industries handle
accounting for similar transactions. The lack of standardization in financial reporting has made

it difficult for investors and other consumers of financial statements to compare results across
industries, and even companies within the same industry.

The objective of the new standard is to establish the principles that an entity shall apply to report
useful information to users of financial statements about the:

* Nature, timing, and uncertainty of revenue and cash flows arising from a contract
with a customer.

To meet the objective, an entity shall recognize revenue to depict the:
« Transfer of promised goods or services to customers

- In the amount that reflects the consideration to which the entity expects to be
entitled in exchange for those goods or services.

The effective dates for the new standard is:
* December 15,2017 for Public Companies
* December 15,2018 for Nonpublic Companies
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SIGNIFICANT CHANGES

The following provides a summary overview of the changes:

Numerous requirements for }
recognizing revenue.

Other than disclosures in accounting

policies and segment reporting, most }
entities provided limited information about

revenue recognition for contracts.

Many goods or services promised in a

contract with customers are not considered

to be distinct revenue transactions whenin }
fact they may represent separate distinct
obligations to the customers.

In a multiple element contract

arrangement, the amount of consideration
allocated to a delivered element is limited }
to the amount that is not contingent on

delivering future.

Accounting for variable consideration }
differs greatly across industries.
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A consistent set of principles for
recognizing revenue.

Includes a cohesive set of disclosure
requirements that will provide users

of the financial statements with useful
information about the entity’s contracts
with customers.

Reporting entities will identify each of

the goods or services promised to the
customer, determine if those goods

or services represent a performance
obligation, and recognize revenue when (or
as) each performance obligation is satisfied.

Companies will allocate the transaction
price to each of the performance
obligations based on the relative
standalone selling price of the underlying
goods or services, except when a discount
or variable amount of consideration relates
entirely to one or more of the performance
obligations in the contract.

A single model to consider for variable
consideration, which includes rebates,
discounts, bonuses, or a right of return.
Variable consideration will be included

in the transaction price to the extentitis
probable that a significant reversal in the
cumulative amount of revenue recognized
will not occur.
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SECTION II: ACCOUNTING TREATMENT OVERVIEW

5 STEP MODEL FOR
RECOGNIZING REVENUE 3
This Five-Step Framework will
be used to determine whether
the core principle of Topic 606
has been achieved: Recognize
revenue to depict the transfer
of promised goods or services
to customers in an amount
that reflects the consideration
it expects to be entitled

in exchange.

Recognize
revenue when the
entity satisfies
a performance
obligation.

Identify the
contract with a
customer

Determine the
transaction price.

Allocate the
transaction
price to the
performance

Identify the
contract with a
customer

4 obligations. 5

GENERALITIES IMPACTING GOVERNMENT CONTRACTS

Cost-Plus-Fixed-Fee
(CPFF) Contracts

Time & Materials (T&M) and

Level of Effort (LOE) Contracts

Fixed Price (FP)
Contratcts

Revenue recognized
over performance of
the contract

Inputs method on basis
of contractors efforts or
satisfaction of
performance obligation

Percentage of completion
method acceptable

No material changes
in amount or timing of
revenue is expected
for CPFF

Most modifications are
an extension of term
or increases in funding
amounts

Customer obtains control
of the good or service when
transferred

Transfer occurs at a pointin
time/over a period of time or
the life of the agreement

Customer receives and
consumes the benefits of the
contractors performance as
its performed

Performance creates or
enhances an asset that is
controlled by the customer
throughout the POP

The Customer needs to have
control over the asset to
recognize revenue ratably
over POP

Most modifications consist of
extensions of term or increase
in funding and would be
considered a continuation of
the existing contract

Contracts contain both
types of elements within the
same agreement

Revenue recognition may
vary depending on the

type of FP contract & the
specific agreement facts and
circumstances

Percentage of completion
method will mostly be used for
timing of revenue recognized
for these contracts

Inputs and outputs will need
to be clearly defined in the
contracts

Distinct performance
obligations may be clearerin a
FP contract

Possible changes in recognition
based upon determination of
when customer has control

of the asset; the level of
customization of the asset and
the right to payment
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KEY STEPS TO FACILITATE TRANSITION
Below are the key transition steps that are
suggested to commence as soon as possible.

Meet with Accounting Staff which
perform revenue recognition entries in
Accounting system

Review narratives/policies & procedures
around revenue recognition

Review DCAA submissions and
contract briefs/documents and
management inquiries

Complete list of active contracts / Identify
types by: CPFF, CPAF, FP, FP/LOE, and T&M

Select a sample of contracts,
apply standard, and conduct an
impact assessment

Meet with your accountants to discuss
contract types, risks, and documentation

Commence conversion

Implement and embed new processes to
comply on an ongoing basis
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SECTION Ill: CONTRACT REVENUE
RECOGNITION SETUP

ASC 606 requires your organization to align your contract revenue recognition to that of the performance
obligations specified in your contract. In JAMIS, revenue recognition is controlled at the billing/revenue
level of the Work Breakdown Structure (WBS). Depending on your contract you may decide that a single
revenue recognition rule is appropriate, or you may decide that multiple revenue rules are required.

For contracts where multiple performance obligations exist, separate the revenue methods by creating
additional Billing Rules as needed.

€ Contracts Notes Activitiesg

“ ) w4 - K < > M

* Contract ID: 1001 - Satellite Control Center Suppa £

* Contract Title: Satellite Control Center Support

* Description: Satellite Control Center Support

* Customer Contract Code: HORZ01-13-N-9001-A1002

* Status: Open w

* Template: T™-TM e Create multiple revenue

recognition methods

GENERAL INFO INVOICE RULES BILLING RULES JOBS FAR CLAUSES AT to a contract by adding

I additional Billing Rules.

B © [ *Biling Billing Rule 1D *Billing Rule Title * Statu
Type

>0 [ TE&M 1001-001-001 Satellite Control Center Support Open

L O T&M 1001-001-002  CLIN 0001AB-Satellite Control Center Support <€—Opem——

o [ T&M 1001-002-001 Satellite Control Center Additional Task Order 3 4—OpeA——
3lling/Revenue Rules [) Notes  Activites  Files  Notifications Cuse
Save&Close B » + P~ K < > > Markups

e Within the Billing Rule,
Search: <SEARCH> el * Status: Open - " ;

* Billing Rule ID: 1001-001-001 * Template: TM - Time and Material CheCk the Reco'gn/ze
Contract Title: Satellite Control Center Support Total Cost Amount: 1,533,250.000 Revenue Separate from
Invoice Rule Title: Satelite Control Center Support Total Funded Amount: 1,533,250.000 Billing” box, which

« Billing Rule Title: Sateliite Control Center Support M Feconnizelizevenuei>eparaieiiion Bily enables the Revenue

BILLING REVENUE LQIRECT JOBS CHANGE ORDERS MILESTONES ACRNS AWARD FEES ATTRIBUTES [_'ab. Comp[ete [_'he

General Revenue Flags Conﬁguratlon for that

* Revenue Method: T&M Based - * Revenue Burden Type: Provisional (Billing) Rates v pijeC[' b_y Se[eCl'_'lng the
Percent: 0.0000 * Rev Transactions Outside of P... ' Yes - revenue feCOgnlt/Oﬂ that

* Fee Type: No Fee - () Use Award Fees

* Percent: 0.0000 (1] Revenue Subcontractors at T&M Rate ref[eCtS your performance
Percent Budget: # Revenue/Risk Ob[/gat/on,

Once configured, revenue can then be recognized independently from the billing method, and
independently from other performance obligations on the contract.



PRIME INSIGHTS SERIES | Preparing Your Organization for the New Revenue Recognition Standard ASC 606 with JAMIS Prime

CAPTURE SUPPORTING DOCUMENTATION

As you evaluate your contracts you may store your supporting documentation explaining how you arrived
at your accounting treatment for each contact. This commonly includes a copy of the contract, the
20-point evaluation checklist, your internal analysis, and documentation from your accounting advisors.
These documents can be saved at either the contract or specific revenue level of the project.

o contracts [N - -
[select fite BROWSE UPLOAD

5 . ? Attach and manage

o c @ < i supporting revenue
ASElEIRAIER [ File name Comment itf
et | s R R = recognition t_reatment
e Bosenpion Plan 20160203 xisx Edit documentation f or
 Cusomer Conlrect| — o o g 20 — a contract and/or a
* Status: ESP 2-2-WORK AUTHORIZATION.pdf Edit

particular revenue level
of a contract.

* Template:

General Info | Invoice.

Contract

* Class:

+ Start Date:

MANAGE THE CONTRACT EVALUATION PROCESS

As a way to help ensure all contractual obligations are reviewed, you may wish to track your evaluation
status so you keep apprised as to which contracts have been reviewed, as well as the disposition of each
contract. JAMIS provides an Attribute function for each revenue level of the contract, allowing you to
easily create a tracking field for each contact.

Billing & Revenue [) Notes  Activities  Files (1)

-+ - K < > > Markups
Search: <SEARCH> |  +stats: Open v Document AS C 606 )

+ Billing Rule ID: 1001-001-001 * Template: TM - Time and Material P StG[‘_'US by Gddlng a ﬁeld
Confract TIUS:» Satellfle Control Center Support Total Cost Amount: 1,175,250.000 II') the A ttl_lbute /COI. each
Invoice Rule Title: Satelite Control Center Support Total Funded Amount: 1,475,250.000 ;

+ Billing Rule Title: Satellite Control Center Support % Recognize Revenue Separate from Billing contract. This can be

Billing | Revenue | Direct Jobs | Change Orders | Milestones | ACRNs | Award Fees Attrbutes | < done G(‘_’ [‘ he Con(‘_' rac [_’
c level, or for a particular
T o - revenue recognition level
State N d | I
Test Attribute UnderReview | Of the proj ect.
Reviewed - No Change
Reviewed - Change Required
+ © ASCB06RevRec ~ € Monthly Closir Manage ASC 606 project
status by creating an
ciples and Procedures 200 /ﬂtefact/ve dashboal’d
Financid tile and displaying it on
100 stakeholder dashboards.
« Process Labor
rsion 4.1 Upgrade
0 « Process PTO A«

ed e e
eQ"Ne - C‘\a(\‘l ook Re®
@ on

* Close August £
Req\e*‘e « Complete Augt

ASC 606 Status * ‘Complate Hugy
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SECTION IV: DUAL REPORTING REQUIREMENT

An entity electing the cumulative-effect method is required to maintain dual reporting for the year of initial
application of Topic 606 to disclose the effect of adoption on line items in the balance sheet, statement of
comprehensive income and statement of cash flows. Effectively, an entity will need to run parallel financial
reporting systems for one (1) year to report transaction under ASC 606 and legacy GAAP. Dual reporting may
also require an entity to provide commentary on significant changes between the two methods.

As mentioned above, your organization may be required to provide comparative reporting under both
the new and old revenue recognition methods. To comply with this provision, JAMIS provides an 8-step
process to facilitate this dual reporting requirement.

o Step 1: © Companies

CREATE A COPY OF
YOUR DATABASE =] — + £ > Copy Company  Create Snapshot ~ Restore Snapshot
Create a copy of your Optimize Database

production database
to enable you to make

) Company ID: 5 p. Status: Active
revenue adjustments _ )
 Login Name: ASC 606 Company Name:

for the prior periods
(one or two yea FS) based Snapshots | Snapshot Restoration History | Users
on your dual reporting

requirements The copy c - Import Snapshot  Prepare For Export v ©xpor © hot  Change Visibilit Il
Wl“ be Used tO genera te B © | [ |Name Description R:zt:y Size (MB) l:(Z:r;e':tion Version E
comparative reports. . | Export

Using the Copy Company function in JAMIS, make a copy of your production
database to be used for dual-reporting adjusting revenue entries

e Step 2. 2 rIUJEUL revenue l_] Notes Files Notitications
REVERSE IMPACTED w4+ P K < > > Actions v
CONTRACT REVENUE
Reverse p rior revenue + Project Revenue ID: PR00055 P B statu: Nu
en tr]esl or ma ke new « Description: ASC-606 Re-compute ln'
ones de De nd | n g on Contract From: 1001 - Satellite Cont © Date to Use: Transaction - > Trial
hOW they WOUI.d have Contract To: 1010 - Air Force - S/ ,O' Start Date: ~
Invoice Rule From: o * End Date: 12/31/2016 -
been treated under
Invoice Rule To: ¥ o Revenue Frequency: -

the new revenue
recognition rules.

Invoice Rule Class: -

» e X View Batch ~ Actions + |~ [x]

oD Invoice Rule Invoice Rule Title [ Customer Status  Cost I Revenue Revenu
D on Date Numbe!

Hold

@D 1001-001 Satellite Control Center Support NASA Trial [ 12/31/2016

B D O 1002-001 JPL Support Services NASA Trial 12/31/2016

B D O 1002-002 JPL Support Services Option Yr 2 NASA | Trial 12/31/2016

(O] O

1003-001 Mission Center Engineering Services NASA Trial 12/31/2016

In Project Revenue, access previous revenue postings and click View
Batch. This will be done for each period that you posted revenue.
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SECTION IV: DUAL REPORTING REQUIREMENT

2

Step 2: (cont.)
REVERSE IMPACTED
CONTRACT REVENUE
Reverse prior revenue
entries, or make new
ones depending on
how they would have
been treated under
the new revenue
recognition rules.

Step 3:

MOVE COSTS

If required, move costs
to another project.
This will depend on
whether or not you
need to set up a new
billing/revenue rule
for a project. For

ASC 606 purposes, a
journal entry is fine
because only financial
statements are being
restated, not project
status reports. For
large cost transfers, an
Excel upload may be
preferred.

ournal Entries

[ Notes  Activites ~ Files  Notifications ~ Cus
- + - K < > 3 Reports ~
Reverse Batch
Module: RV - + Ledger: ACTUAL Normal
Batch Number: | PRO0050 0 (el Eniy) Rediassity
Status: Posted 77,643.61
Hold Credit Total: 77,643.61
« Transaction D... 2/28/2015
+Post Period:  02-2015
Description:  PR00049 - PRO0050
CcC + e View Source Document | t [ I
| & [ IncurDate Transaction Transaction Description *Account. Cost Description Debit Amount Credit Amount Ref.
Date Element
O ) 202812015 | 2/28/2015  1001-001-001 - C00001 - NASA 40000 Contract Revenue 0.00 7764361 PRI
© | ()] 22812015 | 2/28/2015 | 1001-001-001 - C00001 - NASA 12020 Unbilled Recsivables 77,643.61 0.00 | PR

View Batch will take you to the revenue posting journal entry. Under Actions,
click Reverse Batch which will essentially void out previous revenue postings.
Repeat this process for all revenue transactions that require restatement.

& Journal Entries

[ Notes Activities Files Notifications

SR U . | B~ K < > > Release  Actions v Reports v

Module: GL - * Ledger: | ACTUAL jol Type:

Batch Number: | <NEW> p Reversing Entry Orig. Batch Number:

Status: Balanced Debit Total:

0 Hold Credit Total:

* Transaction D... | 5/25/2018  ~ | File Upload X
ARG L2 p| File path: Choose File | No file chosen

Description:

UPLOAD
Cc + r4 X View Source
al i | [ | Incur Date Transaction Description *Account Cost Description
Element

Use the standard Excel Import feature of JAMIS Prime to import large journal
entries and other data.
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SECTION IV: DUAL REPORTING REQUIREMENT

Step 4:

UPDATE

CONTRACT BUDGETS
This step is required

if your revenue
recognition method
was based on an EAC
calculation.

Step 5:

RE-COMPUTE
REVENUE

Revenue can be re-
computed on whatever
basis is desired...
monthly, quarterly,
annually, or the entire
reporting timeframe.

Planning Worksheet

Save & Close L)

Budget:
Status:

Start Period:
End Period:
Owner:

+ Detail Display Type:

Timeline
Timeline: @ Period
From:
To:
> From: 1/1/2013

Q Finish @ Finish All
1001-FY2015

Open

01-2015

12-2015

admin

Timeline Budget with Actual Costs

01-2015
12-2015

Through: 12/31/2018

(] All jobs

Q View Finance Summary

B 0| [ Job

> O [ 1001-001-001-...
© | B | 1001-001-001-...
@ | [ ] 1002-001-001-...
a 1003001001

Labor Hours | Labor Amounts | Non-Labor Amounts | Subcontract Labor | Miscellaneous Revenue

® Show as Hours

) Show as Percent

NAQA Trinl

[ Notes  Activities

Job Title

Hardware Engineering S...
34556-NASA-Software E...
JPL Support Services

Miccinn Cantar Fnninaari

C X Add Actual Resource Add Planned Resource View Employee Allocation View Record Detail [l ﬁ]
© | [ |Job Cost Element Name Labor Category Description Earning 01-2015- 02-2015- 03-2
Description Code 0176 0-160 o
> © [ 1001-001-001-001 Labor Jones, Tom Software Engineer REG 152.00 152.00 166
© | [ 1001-001-001-001 Labor Clapton, Eric Project Manager REG 104.00 152.00 176
Companies using the JAMIS Budgeting & Planning module can opt to
automatically calculate EAC revenue based on hours or dollars.
2 Project Revenue [) Notes  Files  Noifications ~ Customiza
- + B K < > 3 Actions ~
* Project Revenue ID: PR00055 yel B statu: Numbz; Total 1
* Description: ASC-606 Re-compute '";°i°°
ules
Contract Fro 1001 - Satellite Cont © Date to Use: Transaction - > Trial 5
Contract To: 1010 - Air Force - S/ © Start Date: -
Invoice Rule F o + End Date: 12/31/2016 .
Invoice Rule To: el Revenue Frequency: -
Invoice Rule Class: -
c 4 View Batch Actions v |+ [x]
B0 [ | Invoice Rule Invoice Rule Title Customer Status  Cost Revenue Revenue
D D on Date Number
Hold
o0 O 1001-001 Satellite Control Center Support NASA Trial L 12/31/2016
oD O 1002-001 JPL Support Services NASA Trial 12/31/2016
Al [} 1009 0o IDI_Qiinnnrt Qandinac Nintinn Vr 2

497249016

Re-calculate revenue on the projects using the system’s standard revenue
recognition procedure.
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SECTION IV: DUAL REPORTING REQUIREMENT

0 Step 6: © Ledgers
CREATE AN ASC
+ 72 X @

LEDGER B = " o
Create a tempo ra ry #Ledger ID scription Currency Balance Type Is Co;::rlgation
ASC ledger in your ACTUAL TUAL | usD Actual O
production database. ASC606 ASC 606 Ledger usD Actual 0
This ledger will be BUDGET BUDGET usD Budget O

used to house the . . .

restated revenue data Click the + sign to add a new ledger in the production database.
so it can be compared

to the previously

calculated revenue.

0 Step 7: & Trial Balance [) Notes  Activities
CREATE A REVISED B = + & 0~ K < 5
TRIAL BALANCE
Run the Trial Balance .
in the copied Import Number: | <NEW> p. @ Ledger: | ASC] o Debit
databa e and Status: On Hold Batch Number: Credil
> ¥ Hold

download it to Excel.

Save and upload * Import Date: 5/25/2018 ~

the file into the * Period: 05-2018 0 Description: ASC 606 Ledger

ASC ledger in the Transaction Details | Exceptions

production database. :
&) + 2 Select an Action:| Validate ~ | Process ProcessAll = = (3]
| O Status Imported A t M dA it YTD Balance  Type Description

Upload the revised trial balance from the copied database into the production database

e Step 8: < Trial Balance Summary
REVIEW

REVISED RESULTS
At this point both the
actual and restated

[ o Run Report Save Template

revenue can be shown Template X -

l[gdtgglrrs rgsa}egtwe [ Default (] Shared

production database. -

Simply run financial Report Parameters | Additional Sort and Filters | Print and Email Settings | Reg
reports under both ) .

ledgers to view the * Ledger ID ! m o

original and restated + Financial Period 05-2018 o

revenue, including - |

the variance. lv| Suppress Zero Balances

Upload the revised trial balance from the copied database into the production database
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JAMIS Software Corporation is a leading provider of ERP software solutions designed specially for government
contractors and other project-focused organizations. JAMIS delivers comprehensive, intuitive, innovative and
cost-effecctive solutions for the most respected names in government contracting. Companies large and small
rely on JAMIS to provide detailed visibility into all of their projects, as well as provide the foundation for DCAA
and other regulatory compliance. JAMIS helps companies connect with customers, partners, and employees in

entirely new ways to foster new levels of collaboration and drive profitability and growth.
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ADVISORY - ASSURANCE - TAX

CohnReznick LLP is one of the top accounting, tax, and advisory firms in the United States, combining the
resources and technical expertise of a national firm with the hands-on, entrepreneurial approach that today’s
dynamic business environment demands. Headquartered in New York, NY, and with offices nationwide,
CohnReznick serves a large number of diverse industries and offers specialized services for middle market and
Fortune 1000 companies, private equity and financial services firms, government contractors, government
agencies, and not-for-profit organizations. The Firm, with origins dating back to 1919, has more than 2,700
employees including nearly 300 partners and is a member of Nexia International, a global network of
independent accountancy, tax, and business advisors.

To learn more about Cohn Reznick, visit https://www.cohnreznick.com

Follow JAMIS for the latest updates and industry news:
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https://business.facebook.com/JAMISSoftwareCorporation/?business_id=131348404420235
https://twitter.com/JAMIS_Software
https://www.youtube.com/channel/UCIA_fij8qJz8kA4Gy-TbbVQ
https://www.linkedin.com/company/92314/admin/updates/
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