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Chapter 1

Introduction

This section explains what revenue recognition is, what it involves, and how you can implement it.

Revenue Recognition Overview 2
Introduces revenue recognition.

QAD Revenue Recognition Solution 3
Describes the concepts behind the revenue recognition solution.
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Revenue Recognition Overview

Basic revenue recognition functionality decouples invoice generation in accounts receivable from
recognition of sales revenue in the income statement. Decoupling is due to the timing of the
passing of control for sale of a good or service. Basic requirements include:

* Delaying recognition of revenue until a certain number of days after invoicing or shipment.
» Recognizing revenue over a defined time period.
» Waiting for customer confirmation accepting delivery or installation of the good or service
before recognizing revenue.

Advanced revenue recognition requires update of revenue based on other factors such as:
 Percentage complete of a project.
* Allocation of discounts equally across all items in a contract.
 Estimation of revenue until final contract price is agreed or known.

* Providing of detailed information to meet new disclosure requirements in the new accounting
standards.

Accounting Standards

In 2014, the Financial Accounting Standards Board (FASB) and the International Accounting
Standards Board (IASB) issued converged guidance on recognizing revenue in contracts with
customers. The FASB version of the new standard is known as ASC 606 and the IASB version is
known as IFRS15. The new standard aims to:

* Remove inconsistencies and weaknesses in existing revenue requirements.
 Provide a more robust framework for addressing revenue issues.

» Improve comparability of revenue recognition practices across entities, industries,
jurisdictions, and capital markets.

 Provide more useful information to users of financial statements through improved disclosure
requirements.

* Simplify the preparation of financial statements by reducing the number of requirements to
which an organization must refer.

The revenue recognition standard is largely conceptual in nature and contain several core
principles.
» Contracts are segmented into performance obligations and revenue allocated to each
obligation.

* Revenue is recognized when control of the goods or services in each performance obligation is
transferred to the customer. For example, a manufacturing company is not paid for its goods
until the goods are accepted and implementation services are complete.

* Revenue is measured net of customer incentives. For example, the invoice price is higher than
the actual price paid because the customer benefits from bulk discounts.

* Estimates and judgments are involved in recognizing and measuring revenue. For example,
you know that some goods purchased by a customer are always returned. Therefore, you make
a reasonable calculation to judge what portion of the invoice that will be.

N QAD Questions? Visit community.qgad.com
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* More extensive disclosures are required in financial statements, even if there is no change to
the numbers.

The Revenue Accounting department and the Revenue Accountant are responsible for correct
accounting for revenue.

Performance Obligations

A performance obligation refers to promised goods or services in a contract. Only when control of
the good or service passes is the performance obligation satisfied. You can then recognize the
revenue.

A performance obligation can include the delivery of goods on just a single order. However, you
can also collect multiple orders onto a single performance obligation. The delivery of all the orders
must then be complete before you can recognize the revenue.

Although performance obligations can cover multiple orders, invoices, and pending invoices, a
single performance obligation cannot cover multiple revenue recognition contracts.

QAD Revenue Recognition Solution

The revenue recognition solution is split into two parts. Standard revenue recognition functionality
decouples invoice and revenue, so that you can recognize revenue at the point where transfer of
control of goods or services takes place. Standard revenue recognition functionality enables you
to:

* Define revenue recognition contracts complete with performance obligations.

* Define and work with accrued and deferred revenue accounts. You must create deferred
recognition daybooks to enable you to track journal entries and postings to handle the deferral
and recognition of revenue.

* Define revenue recognition rules and link them to the performance obligations attached to
revenue contracts. This step enables you to automate revenue recognition journal entries based
on the following recognition rules:

* Acceptance - A performance obligation requires a form of acceptance such as proof of
delivery.

* Payment - Revenue is not recognized until payment has been received.

* Time-based - A performance obligation can be marked as fulfilled after a set time period
after goods or services have been shipped or invoiced.

 Periodic - Revenue is recognized monthly or periodically, such as for warranties or
maintenance contracts.

» Custom Periodic - Revenue recognition is subject to special considerations. For example,
revenue amounts might be split unevenly across financial periods.
Advanced revenue recognition functionality is based on ASC 606 and IFRS 15. The functionality
additionally allows you to:

¢ Create revenue recognition rules based on the percent complete of the project or progress to
completion.

 Allocate discounts equally.

Comments? Go to goo.gl/MfwKHm MNQAD
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» Use ongoing estimates during a contract.

 Provide detailed reporting and disclosure in accounts.

Important A separate license is required for advanced ASC 606 and IFRS 15 requirements.

Revenue Recognition Building Blocks

Commitments to deliver goods or services are grouped in a revenue contract and are listed as
performance obligations. Each performance obligation has a revenue recognition rule that lists the
sales order lines, trailer charges, and invoices covered by the performance obligation.

After a revenue contract has been created, the revenue rule listed on the performance obligation is
assessed. Depending on the revenue recognition rule specified on the performance obligation,
revenue may be recognized immediately or deferred from the sales revenue accounts and posted to
the deferred revenue accounts.

The rules linked to the performance obligations specify when the obligations of the contract have
been met. You can recognize the revenue only when the performance obligations have been met.
An obligation is met when control of the goods or services has been transferred to the customer.

Revenue Recognition Processing

Revenue is recognized when the value of the sales order is booked against the sales accounts
defined against the sales order line. The booking happens when you post the invoice for the sales
order line. It is at this point that the revenue of the sales order, the value booked against the sales
account, can be deferred.

You can create the revenue contract automatically by using the auto-generate function when the
sales order customer has been set up to use the auto-generate function. Alternatively, you can
create the revenue contract manually using the revenue contract maintenance functions.

Revenue Recognition Accounting

An example describes how revenue recognition accounting works. A sales order has a line
material value of $1000 with a tax rate of 7%.

Table 1.1
Sales Order Amounts

Item Amounts
Line Amount $1000
Tax Amount $70

Figure 1.1 displays the accounting for this example, including:
1 Creation of the invoice for the sales order.
2 Deferring of the sales revenue to the deferred revenue account.

3 Recognizing of the revenue to the sales account.

N QAD Questions? Visit community.qgad.com
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Fig. 1.1
Accounting

Accounts Receivable Sales Tax Account Deferred Revenue

Debit Credit Debit Credit Debit Credit Debit Credit

1070.00 (1) 1000.00 (1) 70.00 (1)
1000.00 (2) 1000.00 (2)
1000.00 (3)
1000.00 (3)

Comments? Go to goo.gl/MfwKHm
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Chapter 2

Setting Up Revenue Recognition

This chapter provides information on how to set up a revenue recognition solution in your system.

Revenue Recognition Setup Overview 8
Provides an overview of the steps involved in setting up Revenue Recognition.

Creating Revenue Recognition Daybooks 9
Describes how to set up revenue recognition daybooks.

Creating Revenue Recognition Rules 10
Provides details of the revenue recognition rules available and how to create them.

Assigning Customer Defaults 14
Describes how to assign default revenue recognition settings to a customer.

Mapping Revenue GL Accounts 15
Describes how to map GL accounts for accrued and deferred postings.
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Revenue Recognition Setup Overview

Set up revenue recognition as displayed in Figure 2.1.

1
2

Fig. 2.1

Create one or more revenue recognition daybooks.

Revenue Recognition Setup Workflow

Create Revenue
Recognition Daybooks

Assign Default Revenue
Recognition Daybook to
Entity

Set up Revenue Recognition
Rules

Assign Revenue Recognition
Defaults to the Customer
Records

Assign a default revenue recognition daybook to an entity.

This step is mandatory when the entity is to be used for revenue recognition.
Set up revenue recognition rules. Create at least one revenue recognition rule.

Assign default revenue recognition settings to one or more customers.

This step is mandatory when revenue contracts are to be auto-generated when sales orders are
created.

When you have completed the setup, you can define GL account mappings for revenue recognition
deferral and accrual postings, depending on the sales account.

MQAD
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Creating Revenue Recognition Daybooks

In Daybook Create (25.8.1.1), define one or more daybooks of type Revenue Recognition. A
revenue recognition daybook can use the official or management layers. It is a financial type

daybook only.

Fig. 2.2
Daybook Create

Daybook Create

# GoTo -

Actions ~ ¥ Tools .‘ & Print & Preview ‘ # Attach -

| RevRec ‘

Daybook Code
Description |Revenue Recognition ”‘0|
Secand Description | -i?|
1
Revenue Recognition
Daybook Type | 9 E]!
Layer Code |F’nmary /-‘8
Active v
Daybook Cantrol | Financial - |
| Bk

Daybook Group Code

Access Role

| e

Specifying Revenue Recognition Daybooks by Entity

To define a default revenue recognition daybook for any entity that you use for revenue
recognition purposes, use the Revenue Recognition Daybook field on the Entity menu (36.1.1.2).

Comments? Go to goo.gl/MfwKHm
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Fig. 2.3
Entity Modify Revenue Recognition Daybook Field
Entity Modify
4 GoTo - Actions - %* Tools = & Print | Preview # Attach -
Entity Code 22UKCD iActive! v
Entity Description UK DIVISION - Domain UK &

Business Relation 22-UK-CO e

Localization Code h

General | Shared Sets || Additional GL Numbering || Taxes H Approvals

Check Budgets on Overlap AP Exchange Tolerance % 0.00
Reverse PAL Revaluations v AR Exchange Tolerance % 0.00

Consolidation Entity

Decimals for Qty 2
Special Invoice Upper Limit 0.00 Ordinary Invoice Upper Limit 0.00
Mirror Setup None hd YJE Close Auto Balance Check Error h
Open Item Netting Restriction Nane h Open Item Cross Entity Allowed
Show SEPA Messages 7 Customer/Supglier Compensation 7
g Allowed
Revenue Recognition
Revenue Recognition Daybook RevRecl 2 e

Review Required for Auto-
Generated Contracts

The Revenue Recognition Daybook field is not mandatory, but when it contains a daybook, it must
be of type Revenue Recognition. The lookup displays a full list of daybooks available. You can
specify the same daybook in multiple entities.

You can also indicate whether to automatically flag auto-generated contracts as requiring a review.
When this field is selected, all revenue contracts created by the auto-generation program are
created as requiring a review. Any contract requiring a review is not considered by the revenue
calculation program until the review is complete. You can override the setting in this field at
customer level.

Note For more details on the revenue contract review process, see “Reviewing Revenue
Contracts” on page 47.

Creating Revenue Recognition Rules

Revenue recognition rules are assigned to the performance obligations on a revenue contract.
These rules control when and how to recognize the revenue of orders and invoices. Create revenue
recognition rules using the Revenue Recognition Rule menu (37.2). There are different rule types,
each based on unique criteria.

Note For more details on performance obligations, see “Revenue Recognition Maintenance
Overview” on page 20.

N QAD Questions? Visit community.qgad.com
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Time-Based

You can set up a time-based rule to allow revenue to be recognized a set number of days after the
sales order line has been shipped or invoiced.

Percentage Complete

The percentage complete rule means that revenue is deferred or accrued, depending on the
difference between the amount of the contract that has been invoiced and the amount of work done
on the contract.

You determine the amount of work done by calculating the percentage of the contract that has been
completed, typically by checking how much money has been spent working on the contract. You
compare this amount to the amount of the contract that has been invoiced. If the amount invoiced
is greater than the amount completed, the difference is deferred. If the amount completed is greater
than the amount invoiced, the difference is accrued.

Acceptance

You can set up a customer acceptance rule that requires additional information to be recorded on
invoice lines of the linked lines on the revenue contract. For example, a proof-of-delivery number
can be required for an invoice to be flagged as accepted.

If an invoice is not flagged as accepted, the invoice revenue is always deferred. If the invoice is
flagged as accepted, the invoice revenue is always recognized.

The invoice acceptance date is also important because you can set an effective date for the revenue
calculation. If you run the revenue calculation before the invoice acceptance date, then even if the
invoice is flagged as accepted, the revenue from the invoice is still deferred. Otherwise, the
revenue of the invoice is recognized.

Payment

The customer payment rule means that when an invoice has not been settled, the revenue
calculation always defers the invoice revenue. If the invoice has been settled in full—not partially
settled—the invoice revenue is always recognized.

The invoice payment date is also important because you can set an effective date for the revenue
calculation. If you run the revenue calculation before the invoice payment date, then even when
the invoice is flagged as settled, the revenue from the invoice is still deferred. Otherwise, the
revenue of the invoice is recognized.

Periodic and Custom Periodic

You can choose from two types of periodic rule:
¢ Periodic

e Custom Periodic

Both types are set up in the same way. Specify the period type and the point in the period when
revenue is to be recognized. Table 2.1 displays the supported period types.

Comments? Go to goo.gl/MfwKHm MNQAD
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Table 2.1
Supported Period Types
Period Type Description
Monthly These standard calendar periods correspond to the 12 months of the year.
GL Period This period type refers to the GL Periods that have been set up in the system. These periods can be

identical to the monthly periods or they can be configured differently. For example, some businesses
prefer to have 13 periods in a year, with each period precisely four weeks in length.

Quarterly There are four periods in a year, each of three months in length.
Bi-annually There are two periods in a year, each of six months in length.
Annually There is a single period for the whole year.

Also specify when the revenue deferred for a period can be recognized. Table 2.2 displays the
options for recognizing this revenue.

Table 2.2
Recognition Options

Recognition Point Description

Start The revenue is recognized at the start of the period. When the revenue contract maintenance
program creates the periods for a performance obligation, the recognition date is set to the
first day of the period.

End The revenue is recognized at the end of the period. When the revenue contract maintenance
program creates the periods for a performance obligation, the recognition date is set to the last
day of the period.

Offset The revenue is recognized after a set number of days from the start of the period. For the
revenue recognition rule being created, you must enter the number of days to offset the
recognition point from the start of the period.

Periodic and custom periodic types are set up in the same way, with the same set of parameters
controlling how each revenue recognition rule created behaves. The difference between the two
types is the level of control allowed in the revenue contract maintenance program in adjusting the
periods created for a performance obligation.

Periodic type rules allow for little modification. You must accept the number of periods generated
for the performance obligation. However, you can vary the amount of revenue recognized in each
period. By default, the revenue is split evenly across the periods.

Custom periodic type rules offer more flexibility. You can change the revenue split of the periods,
and you can also delete or add periods to the period set generated for the performance obligation.

Revenue Recognition Rule Menu

Use the Revenue Recognition Rule menu (37.2) to create revenue recognition rules.

N QAD Questions? Visit community.qgad.com
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Fig. 2.4
Revenue Recognition Rule Create

JRevenue Recognition R |
¥ GoTo - Actions - % Tools = & Print  Preview # Attach -
Rule Code Default Invoice J Active 5
Description Default Rule for Invaice 00 [
Rule Type Time-based -
Revenue Recognized at Days after Invoice -
Additional Number of Days 21

The fields displayed depend on the rule type that you select. Figure 2.4 displays the screen when
you select a time-based rule.

Rule Code. Enter a meaningful rule code to identify the rule.
Description. Enter a meaningful description that explains the purpose of the rule.

Active. Only active rules can be assigned to active revenue recognition contracts. This field is
selected by default.

Rule Type. Select a rule type. You can choose from Acceptance, Payment, Percentage
Complete, Time-based, Periodic, or Custom Periodic. For the Payment and Percentage
Complete rule types, no further setup is required. However, when you choose another rule
type, extra fields are displayed.

Revenue Recognized at. This field is displayed for time-based rules. Choose from Days after
Invoice and Days after Shipment. This field enables you to set the revenue recognition criteria
to be a set number of days after the sales order line has been invoiced or shipped.

Additional Number of Days. This field is displayed for time-based rules. The field specifies the
number of days after the invoicing or shipping—depending on the setting of the Revenue
Recognized at field—that the revenue can be recognized.

Proof of Delivery. This field is displayed for rules based on customer acceptance. The field
indicates whether a proof-of-delivery number is required to be recorded for an invoice to be
flagged as accepted.

Note When Proof of Delivery is selected, more fields become available for all invoice sub-
records against the linked lines of the performance obligations. You can then flag an invoice as
accepted and add the proof-of-delivery number when required.

Period Type. This field is displayed for periodic or custom periodic based rules. Select the
length of the period type. Choose from Annually, Bi-annually, Quarterly, Monthly, or GL
Period. By default, the type is GL Period.

Recognition Point. This field is displayed for periodic or custom periodic based rules. Choose
to recognize revenue at End of Period, Offset, or Start of Period. By default, the recognition
point is at the start of the period. If you select Offset, the Number of Days field is displayed.
Use it to specify the offset from the start of the period when the revenue is recognized.

Comments? Go to goo.gl/MfwKHm MNQAD
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Number of Days. This field is displayed when you select Offset in the Recognition Point field.
Enter the number of days from the start of the specified period when the revenue is to be
recognized. A warning is displayed when the number of days you enter exceeds the length of
the period type defined for the revenue recognition rule.

Revenue Recognition Rule Modify (37.2.2) enables you to modify a rule already in use in the
system. However, you can only modify certain fields because the rule has previously been agreed
upon with the customer.

Assigning Customer Defaults

For each customer included in revenue recognition, you can set up certain default information, as
displayed in Figure 2.5.

Fig. 2.5
Customer Modify - Accounting Tab

GCustomer Modify

2 GoTo - Actions - 4* Tools = & Print  Preview # Attach -

Customer Code 10C1001 Active v
Business Relation 1o-cio0m ¢ Bill-To Customer £
Accounting \ Payment ” Banking ” Defaults || Credit Limit ” Tax Info H Comments
Control GL Profile (Invoice) ARcontrol3rdparty Ae
Control GL Profile (Credit Note) ARcontrol3rdparty B
Control GL Profile (Pre-payment) ARcontrol3rdparty 2e
Control GL Profile (Deduction) DedProfile 2 e
Sales Account GL Profile Sales-Project i
Finance Charge Profile FinCharge1 Ae
Sub-Account Profile DefSubAct oe
Cumrency Code usD e
Customer Type DIST oe
Revenue Recognition
Default Rule Code pht rule ple Auto Create Revenue Contracts v
Deferred Revenue Account Profile DefRR pe gzi;gl:;%éﬁ?ﬁf;g\um_ Same as Entity -
Accrued Revenue Account Profile Accrued Revenue Je

The settings you can define are:

* A default revenue recognition rule.

A default deferred revenue account profile.

A default accrued revenue account profile.

* Whether to automatically create a revenue contract from sales orders when you run Revenue
Contract Autogenerate (37.1.5).

Whether a review is required for revenue contracts created for this customer. You can choose
to inherit the entity-level setting or you can make a decision specifically for this customer.

It is not mandatory to set defaults unless revenue contracts are to be auto-generated when a sales
order is created. If you select the Auto Create Revenue Contracts field, you must complete the
other fields.

N QAD Questions? Visit community.qgad.com
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Mapping Revenue GL Accounts

You can specify different GL accounts for revenue recognition deferral and accrual postings,
depending on the sales account. This functionality enables you to separate the revenue recognition
postings according to the needs of your organization—by product line, for example. You can map
the sales account and a related deferred revenue account and accrued revenue account to the
relevant GL accounts using Revenue GL Account Mapping (37.4). You must map each of these
accounts to a separate GL account.

The simplest type of mapping maps a sales account to a pair of GL accounts for all analysis types;
all sub-accounts, cost centers, and projects. This scenario is displayed in Figure 2.6.

Any sub-account, cost center, and project analysis used on the sales account posting line is then
copied and used for the deferred or accrued revenue account posting lines, provided such analysis
can be used with those accounts. This depends on the analysis setup of the GL accounts.

Fig. 2.6
Simple Revenue GL Account Mapping

J Revenue GL Account M... |

% GoTo ~ Actions - % Tools = & Print | Preview | # Attach -

All Sub-Accounts v All Cost Centers v All Projects i

Sales Account

Deferred Revenue Account

Accrued Revenue Account

GL Account
4010

DEF-5

ACCR-A

Sub-Account

e
e

o|e

Cost Center

Project

The most complex type of mapping maps a specific sales account, sub-account, cost center, and
project combination to a pair of revenue recognition GL accounts. The deferred revenue and
accrued revenue account each use a specific sub-account, cost center, and project combination.
This scenario is displayed in Figure 2.7.

Fig. 2.7
Revenue GL Account Mapping

JRevenue GL Account M... ‘

= GoTo -

Actions - % Tools -| & Print

GL Account

4| Preview | # Attach -

All Sub-Accounts

Sub-Account

All Cost Centers

Cost Center

All Projects

Project

Sales Account 4010 o e Cons e Fin & P03050 Jle
Deferred Revenue Account DEF-all Bl Mech & Mfg @ P02010 2e
Accrued Revenue Accaunt ACCR-A Bl Gserv & R&D @ PO1030 2e

A mapping must conform to how a GL account has been set up to handle analysis. For example, in
one scenario, a mapping is created to not map all sub-accounts, cost centers, and projects.
However, a deferred revenue account is set up to only use sub-account analysis. In this case, you

are only permitted to enter a sub-account. The cost center and project fields for the account are
disabled.

Comments? Go to goo.gl/MfwKHm MNQAD
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In another scenario, a mapping uses a sales account with no analysis. It is set to map all sub-
accounts, cost centers, and projects to the deferred and accrued revenue accounts. However, the
deferred and accrued revenue accounts are set up to use analysis. Figure 2.8 displays the deferred
revenue GL account setup. In this case, there are no sub-accounts, cost centers, and project codes
on the posting line for the sales account to copy over to deferred and accrued revenue posting
lines. Therefore, the deferred and accrued revenue accounts must be set up to have default values.
Otherwise, you cannot save the mapping and an error message is displayed.

Fig. 2.8
GL Account Create
GL Account View
a GoTo - Actions - %* Tools -| & Print  Preview | # Attach -
GL Account def-all Referenced
Description deferred all i In Posting
GL Type Standard Account - System Type -
Active Budget Group ¢
Budget Enabled Category Asset i

| Posting H GCurrency | Analysis | Report Link H Banking H Cash H Defaults

Sub-Account Analysis
Sub-Account Default Sub-Account Elec
Cost Center/Project Analysis
Cost Center Analysis Project Analysis Analysis Limitation None h
Default Cost Center adv
Default Project PJDF
Default SAF Structure
SAF Analysis
SAF Analysis SAF Structure Code
GL Analysis Set On Date 31/08/2016 ™ GL Analysis Set on by mfg
GL Sub-Account Set On Date 31/08/2016 i GL Sub-Account Set on by mfg

Revenue GL Account Mapping Menu
The fields to complete in Revenue GL Account Mapping Create (37.4.1) are:

All Sub-Accounts. This field is selected by default. It means that the mapping includes all sub-
accounts for the chosen sales, deferred revenue, and accrued revenue GL accounts. When you
clear this field, you can specify a particular sub-account to map to for one or more of the GL
accounts.

All Cost Centers. This field is selected by default. It means that the mapping includes all cost
centers for the chosen sales, deferred revenue, and accrued revenue GL accounts. When you
clear this field, you can specify a particular cost center to map to for one or more of the GL
accounts.

All Projects. This field is selected by default. It means that the mapping includes all projects
for the chosen sales, deferred revenue, and accrued revenue GL accounts. When you clear this
field, you can specify a particular project to map to for one or more of the GL accounts.

N QAD Questions? Visit community.qgad.com
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Sales Account. Enter the sales GL account that you want to map. You can also specify a
particular sub-account, cost center, and project by clearing the fields at the top of the screen.
The account fields available depend on the GL account setup.

Deferred Revenue Account. Enter the deferred revenue account that you want to map to. You
can also specify a particular sub-account, cost center, and project by clearing the fields at the

top of the screen. The account fields available depend on the GL account setup.

Accrued Revenue Account. Enter the accrued revenue account that you want to map to. You
can also specify a particular sub-account, cost center, and project by clearing the fields at the

top of the screen. The account fields available depend on the GL account setup.

When you have completed the sales account mapping, click Save.

To speed up the process of creating similar account mappings, you can copy existing mappings
and edit them using Revenue GL Account Mapping Copy (37.4.5).

Searching for Revenue GL Account Mappings

When a mapping is required, the system must find a suitable mapping depending on the sales
account and analysis used on the sales order line. If an exact match can be found, then this
mapping is used. However, because revenue GL account mappings can be set up to match against
all possible sub-accounts, cost centers, and projects, an exact match is not always possible. In such

cases, the system finds the best possible match using the search hierarchy in Table 2.3.

Table 2.3
System Search Sequence for Revenue GL Account Mappings
Sales Sub- | Sales Cost | Sales All Sub- All Cost

Search Step | Sales GL Account Center Project Accounts Centers All Projects
1 4100 Mech Adm Prl No No No
2 4100 N/A Adm Prl Yes No No
3 4100 Mech N/A Prl No Yes No
4 4100 Mech Adm N/A No No Yes
5 4100 N/A N/A Prl Yes Yes No
6 4100 N/A Adm N/A Yes No Yes
7 4100 Mech N/A N/A No Yes Yes
8 4100 N/A N/A N/A Yes Yes Yes

Note When a revenue GL account mapping has been set up to map all analysis codes to the
deferred and accrued revenue account, the analysis codes are taken from the sales account analysis
defined on the revenue contract.

Comments? Go to goo.gl/MfwKHm
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Chapter 3

Maintaining Revenue Recognition
Contracts

The following topics describe how to create and maintain revenue recognition contracts.

Revenue Recognition Maintenance Overview 20
Provides an overview of revenue contracts and performance obligations.

Auto-generating Revenue Recognition Contracts 20
Describes how to auto-generate revenue recognition contracts.

Manually Creating and Maintaining Revenue Contracts 22
Describes how to create revenue recognition contracts manually.

Revenue Recognition Views and Browses 45
Describes various revenue recognition views and browses available.

Reviewing Revenue Contracts 47
Describes the review process for revenue recognition contracts.

Revenue Recognition Postings 48
Describes the accounting process associated with revenue calculations.

Processing by Batch Daemon 55
Describes how to set up a schedule to batch process revenue calculations.

Creating Revenue Contracts With Opening Balances 57
Describes how to import opening balances for existing revenue contracts.
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Revenue Recognition Maintenance Overview

Revenue contracts are made up of performance obligations. Performance Obligations are created
for the line items on a sales order. Each performance obligation is assigned a recognition rule that
governs how and when the order revenue is recognized. Each performance obligation has only one
revenue recognition rule, but can have one or more order lines assigned to it.

When creating a revenue contract, it is your decision how many performance obligations a
contract has and how many order lines are grouped under a single performance obligation. Assess
the different order lines and determine whether the order line itself represents a single performance
obligation. If so, create a performance obligation and assign the order line to it.

However, if an order line is linked to another order line—possibly on another sales order—the two
order lines must be combined under a single performance obligation. In this case, you create a
performance obligation and assign the two order lines to it. The performance obligation only ever
has a single revenue recognition rule and both order lines must fulfill the rule for the revenue to be
recognized.

Important Revenue contracts are created at domain level. Therefore, you can create a revenue
contract in one entity of a domain, but modify or delete the contract in another entity of the same
domain. You can also attach sales orders, trailer charges, and pending invoices from multiple
entities in the domain to the performance obligations of a single revenue contract.

Auto-generating Revenue Recognition Contracts

The easiest method of creating a revenue contract is by using Revenue Contract Autogenerate
(37.1.5). This program enables you to auto-create revenue contracts based on a set of parameters.
You can use this menu to generate multiple revenue contracts simultaneously.

Based on the selection criteria, one or more contracts are generated for all sales order lines and
invoice history records that are eligible for revenue contract creation. The auto-generate program
creates a single revenue contract for each sales order processed, with each sales order line creating
its own performance obligation line.

Fig. 3.1
Revenue Contract Autogenerate

J Revenue Confract Auto.. |

# GoTo - Actions -4 Tools | & Print ] Preview | # Attach -

Customer Code 22¢1001 J Te 221001
Sales Order 50101413 F To S0101421

Sales Order Line 0. To 0l
Order Date 13/06/2017 - To 13/06/2017 -

Generate Contract Number

Note You enable auto-generation of revenue contracts at customer level on the Customer menu
(27.20.1). In the customer record header, make sure that the customer is active. On the Accounting
tab, make sure that Auto Create Revenue Contracts is selected.

The fields in Revenue Contract Autogenerate are as follows:
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Customer Code. Enter a customer code range. The range can comprise one or more customers.

Sales Order . Enter a sales order range. The range can comprise one or more sales orders.

Note Any revenue contract generated by the program uses the sales order number as the
revenue contract number, unless you have set up autonumbering and select the Generate
Contract Number field.

Sales Order Line. Enter a sales order line range. This field is only relevant when you have
entered a single sales order. Where there are multiple sales orders, you cannot select individual
sales order lines.

Order Date. Enter an order date range. By default, the Order Date From and To field is
populated with the system date. When you click Generate and one or both dates in the order
date range are blank, a warning is displayed to indicate that there may be a large data set to
process.

Generate Contract Number. Select this field to generate a predefined revenue contract
number. The number is generated based on the autonumbering set up in Revenue Contract
Autonumber Activate (37.1.50.1).

When you click Generate, the revenue contract is created as active. If the revenue contract requires
a review, it is automatically flagged that a review is required. You can carry out a review in the
Revenue Contract Menu (37.1)

Note When running the program for new sales order lines where a revenue contract using the
sales order number already exists, choose one of these options:

 To create a new contract for these sales order lines, specify the sales order lines and select
Generate Contract Number. The new contract is generated with a number distinct from the
sales order number.

* To add the sales order lines to the existing contract, run the program for the whole sales order
and do not select Generate Contract Number. A new version of the contract is created,
including the new and existing sales order lines.

* To add the sales order lines to the existing contract while removing the existing lines from the
new version, run the program specifying the sales order lines. Do not select Generate Contract
Number. A new version is created, including only the new order lines. This option is not
recommended.

SSM

SSM is a separate module that generates sales order and invoice history records for a variety of
activities during the life cycle of a service call or contract. Basic revenue recognition functionality
is already included for service contract activities. Therefore, any orders and invoices created
directly for the service contract or that are linked activities—such as Invoice Calls, Material
Orders, Depot Orders, Return Material Authorization—are skipped during processing. These
orders and invoices are excluded from revenue recognition functionality.

Comments? Go to goo.gl/MfwKHm MNQAD
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Revenue Recognition Autonumbers

You can use Revenue Contract Autonumber Activate (37.1.50.1) to set up autonumbering for
revenue contracts. The system generates a number for each newly created contract, based on the
autonumbering you set up here. At this point, you can still override the generated number because
the contract number is fixed only when the first version of the contract is saved to the database.

Fig. 3.2

Revenue Contract Autonumber Activate

J Revenue Confract Auto.. |

4 GoTo ~ Actions - % Tools = & Print | Preview | # Attach -

Type

Domain

Shared Set

Next Number

Length

Suppress Leading Zeros

Active

Revenue Recognition Contract

20UK e

10007
8
v

v

-

Enter the relevant details to set up autonumbering.

Domain. Enter the domain in which the autonumbering is to apply.

Next Number. Type a starting number for the revenue contract numbering. Each subsequent

number will increment by one.

Length. Enter the length of the number. By default, the length is 8§ digits.

Suppress Leading Zeros. When the number is less than 8 digits, you can select whether to

suppress the leading zeros in the contract number.

Active. Select this field to make the autonumbering active.

The Revenue Contract Autonumber menu also contains the following programs:

* Revenue Contract Autonumber Modify (37.1.50.2)
* Revenue Contract Autonumber View (37.1.50.3)

e Revenue Contract Autonumber Deactivate (37.1.50.4)

Manually Creating and Maintaining Revenue Contracts

The Revenue Contract Menu (37.1) enables you to manually create and maintain revenue
contracts, as displayed in Figure 3.3. When you set up the system to automatically generate
contracts, you can use this menu to maintain these contracts. The header fields store key revenue
contract information.

MQAD

Questions? Visit community.qad.com


http://community.qad.com

Maintaining Revenue Recognition Contracts 23

Fig. 3.3
Revenue Contract Create

J Revenue Contract Create ‘

+ GoTo - Actions - % Tools -| & Print & Preview | # Attach -
Contract Number 3800004 Special Technical Parts — Active -
Customer 10C3002 .| ¢ | Houston Automotive Group
Currency usb sle

Version valid from 18/06/2017 (current) -

General | Financial Overview ” Performance Obligation ” Contract Value H Note ” Review ” Versions

Contract
Start Date 18/06/2017 v On Hold
End Date 31/12/2017 - Completed
Agreement Date 01/06/2017 -
Reference 425
Selected Version
Review Required On Hold
Review Reason General -
Original Version
Review Note

Contract Number. The contract number must be a unique identifier of the revenue contract.
You can also enter a short description for the revenue contract in the adjacent field. The
contract number of the revenue contract can be set in a number of ways.

* You can manually enter a unique contract number in the field.

* When the revenue contract is auto-generated, the program automatically sets the contract
number to the sales order number.

* When Revenue Contract Autonumber Generate (37.1.50.1) is set up, the system
automatically generates a unique number for the contract.

Customer. Enter the customer code or select from the lookup. The customer name is populated
according to the code.

Currency. Enter the currency code for this revenue contract. The default currency for the
selected customer is displayed by default in this field.

Version Valid From. This field is a list that displays all versions of the contract. You can view
any version of the contract. However, you can only modify the current version. When you
modify the current version and save the contract, a new version may be created.

For more details on when a new version is created, see the section “Contract Versions” on
page 24.

Active. Select this field to make the revenue contract active.

The revenue calculation cannot process an inactive revenue contract. Therefore, no deferral or
recognition postings can be created for it. An inactive revenue contract does not need to have
performance obligations or order lines linked to the performance obligations. You can make a
revenue contract inactive to allow you time to verify that it is correctly constructed, with the
correct performance obligations and linked lines.

Comments? Go to goo.gl/MfwKHm MNQAD
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Making a revenue contract active means that the revenue calculation processes the contract
and potentially creates deferral and recognition postings. After postings have been created, it
is not possible to make the revenue contract inactive again. You can only make an active
revenue contract inactive when the contract has not been processed and there are no revenue
recognition postings. An active revenue contract must have performance obligations and
linked lines.

Note You can also provide supporting documentation for the revenue contract by adding
attachments at header level. You can also add attachments at obligation line level. For more
details, see “Attachments” on page 43.

Under the header, contract details are presented on tabs on the Revenue Contract screen.

Contract Versions

Contract versioning provides a clear audit trail on changes to the contract affecting revenue
calculations. When you modify the latest version of a revenue contract, a new version of the
revenue contract may be created, depending on:

» How often the revenue contract is modified. The revenue recognition module only maintains
one version of a contract for a given date. Where multiple changes to a revenue contract are
made on the same day, the single version of the contract for that day is updated.

* Whether the changes are financially material. When a change can affect how revenue is
deferred, accrued, or recognized, a new version of the contract is created. A new version is
created when:

A sales order line or trailer charge is added to or deleted from a performance obligation.

* You update the percentage complete of a performance obligation of type percentage
complete.

* You add or delete a period on a performance obligation of type custom periodic.
* You update any of these fields on a performance obligation:
* Completed
» Rule Code
* Start Date
* End Date
* You update the stand-alone selling price or allocated transaction price on the performance
obligation lines or Contract Value tab.
Important The stand-alone selling price is the price at which an organization sells a good or
service separately to a customer.

The allocated transaction price is the amount to which an organization expects to be entitled in
exchange for transferring the promised goods or services to the customer. The transaction
price must be allocated proportionately to each performance obligation on a relative
standalone selling price basis with some limited exceptions.

* You update any of these fields on the customer acceptance invoice line:
* Invoice Accepted
* Accepted Date
e Accepted Qty
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e Whether the revenue contract is under review. You can modify a contract that is under review
but the current version is modified. No new version is created.

* Whether the revenue contract is active. Any modifications to an inactive contract do not result
in the creation of a new version. When an inactive contract is made active, the revenue
contract is then automatically flagged as requiring a review.

When a revenue contract is created manually or is auto-generated and Review Required for Auto-
Generated Contracts is selected at entity level, the Review Required flag is set to true. The Review
Required flag is also usually set to true when a new contract version is created. However, some
changes are exceptions. A review does not become required when you change the following
performance obligation properties:

* Percentage complete amount
* Accepted

e Accepted date

e Accepted quantity

e Completed

General Tab

The General tab is split into two sections. The Contract section contains information about the
whole contract, regardless of which version you are maintaining.

Start Date. This field contains the contract start date.
End Date. This field contains the contract end date.

Agreement Date. This field contains the date on which the contract was agreed with the
customer or other stakeholders.

Reference. This field contains a pertinent reference number to the revenue contract, such as a
customer reference number.

On Hold. This field indicates whether the revenue contract is on hold. When the contract is on
hold, no further processing of the contract can take place until it is taken off hold.

When on hold, any invoiced revenue that is in a position to be recognized is deferred. When
the revenue contract is taken off hold, then revenue is re-recognized by the revenue
calculation.

Completed. Select this field to indicate that the revenue contract has been completed.

The Selected Version section contains information that only applies to the version that you are
currently viewing or maintaining.

Review Required. This field indicates whether a review is required for this version of the
contract. The field can be selected automatically or you can do it manually.
A contract is automatically flagged for review when:

* A new contract is created and Review Required for Auto-Generated Contracts is selected
at entity level, or a new version of the contract is created.

» Revenue calculation is run on the contract and the system flags a contract for review as a
result of the validation.
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You can also manually select the Review Required field to indicate that a revenue contract
version needs a review.

On Hold. This field indicates whether this version of the revenue contract is on hold. When the
contract version is on hold, no further processing of the contract can take place until the
contract version is taken off hold. When on hold, any invoiced revenue that is in a position to
be recognized is deferred. When the revenue contract version is taken off hold, then revenue is
re-recognized by the revenue calculation.

Review Reason. When a review is required, this field contains the reason why a review is
necessary. When a revenue contract version is flagged for review, a reason code must be
assigned to the revenue contract version. The available reason codes are:

* Auto Generated - This reason code indicates that the revenue contract auto-generation
program created a contract and it needs to be reviewed.

e Calculation - This reason code indicates that the revenue calculation found an issue with
the contract and a review is required.

* New Version - This reason code indicates that there is a new version of the revenue
contract and it needs to be reviewed.

 General - This reason code is a general purpose code to use when you manually flag a
contract version as requiring a review.

Review Note. When the Review Required field is selected, this field must contain an entry. If a
version is automatically flagged as needing a review, the system automatically adds a standard
system description to the field.

If you manually select the Review Required field, you must add a note before you can save
your changes to the contract.

For more information on the review process, refer to the section “Reviewing Revenue Contracts”
on page 47.
Financial Overview Tab

The Financial Overview tab displays read-only information about the various totals on the
contract. The totals on the tab are automatically calculated from the data on the Performance
Obligation tab.
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Fig. 3.4
Revenue Contract Modify - Financial Overview Tab

J Revenue Contract Modify |

% GoTo - Actions - % Tools ~| & Print | Preview | # Attach (2) -

Contract Number 22810173 22510173 # Active v
Customer 22c1001 & Teasdale Hospital Equipment

Currency GBP @

Versian valid from 28/03/2017 (cument) -

Financial Overview \ Performance Obligation H Contract Value || Note H Review H Versions

T GBP
Contract Total 2.500.00
Order Total 2.500.00
Standalone Selling Price Total 2,500.00
Allocsted Transaction Price Total 2,500.00

TC GBP BC GEP sC usp
Total Invoiced 0.00 0.00 0.00
Total Deferred 0.00 0.00 0.00
Total Accrued 1.250.00 1.250.00 1.388.89
Total Recognized 1.250.00 1.250.00 1.388.89

Contract Value. This field displays the contract value in transaction currency. This includes
estimates for future business on the revenue contract.

Order Total. This field displays the total of all the orders linked to the contract. This total can
be used with the Contract Total to show how much of the contract value has actually been
ordered by the customer.

Standalone Selling Price Total. This field displays the total value of the contract in transaction
currency based on the stand-alone selling prices of the performance obligation lines. The
stand-alone selling price is the price at which an organization sells a good or service separately
to a customer.

Allocated Transaction Price. This field displays the total value of the items on a contract in
transaction currency based on the allocated transaction prices of the performance obligation
lines. The allocated transaction price is the amount to which an organization expects to be
entitled in exchange for transferring the promised goods or services to the customer.

Invoiced Total. This field displays the amount of the revenue contract that has been invoiced in
transaction, base, and statutory currency.

Deferred Revenue Total. This field displays the amount of the revenue contract that has been
deferred in transaction, base, and statutory currency.

Accrued Revenue Total. This field displays the amount of the revenue contract that has been
accrued in transaction, base, and statutory currency.

Recognized Total. This field displays the amount of the revenue contract that has been
recognized in transaction, base, and statutory currency.
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Performance Obligation Tab

The Performance Obligation tab records all performance obligations on the revenue contract,
complete with any linked lines. You can create a performance obligation on the Performance
Obligation tab using the context menu. Linked lines allow for sales order lines and trailer charges
linked to the performance obligations.

Fig. 3.5
Revenue Contract Modify - Performance Obligation Tab

J Revenue Contract Modify |

# GoTo ~

Contract Number 22510173
Customer 22C1001
Currency GBP

Version valid from

| General || Financial Overview ‘ Performance Obligation | Contract Value ” Note || Rewew" Versions |

% Complete ¢ % Complete Change
50.00 28/032017

Actions -4 Tools -| & Print = Preview | # Attach (2) -

28/03/2017 (current)

LineNo < 4 Description ¢ Complete ¢ Exp Final Rec Date +  Actual Final RecDate ¢+ TCTotal ¢ SCTotallnvoic ¢ BC Total Invaic ¢ TC Tatal Invoic
a )y 1 Medical Ultras | | 2.500.00 0.00 0.00 0.0
SSP t AllocTransPri ¢ Domain ¢ Order ¢ Customer ¢ Currency ¢ OrderLin ¢ TrailerCode ¢ TrailerNumb
2.500.00000 2.500.00000 22UK 22510173 22c1001 GBP 1 0

22510173 ol Active
& | Teasdale Hospital Equipment

&

-

@ TCCumulative Val ¢ Discrete Percenta ¢ TCValue #
1.250.00 50.00 1.250.00

The columns on a performance obligation line contain important information about the obligation.

Table 3.1
Performance Obligation Tab Columns
Column Description
Line No Performance obligation line number.
Description Description of the performance obligation.
On Hold Indicates whether the performance obligation is on hold.
Rule Code Revenue recognition rule used on the performance obligation.
Rule Type The type of revenue recognition rule used on the performance obligation.
Complete Indicates whether the performance obligation has been completed.
Exp Final Rec Date The expected final recognition date for the performance obligation.
Actual Final Rec Date The actual final recognition date for the performance obligation.
TC Total The total amount of the performance obligation in transaction currency.

TC SSP Total

The stand-alone selling price total in transaction currency.

TC/BC/SC Total Invoiced

The total invoiced on the performance obligation in transaction, base, and
statutory currency.

TC/BC/SC Total Deferred The total deferred on the performance obligation in transaction, base, and
statutory currency.
TC/BC/SC Total Accrued The total accrued on the performance obligation in transaction, base, and

statutory currency.

TC/BC/SC Total Recognized

The total recognized on the performance obligation in transaction, base, and
statutory currency.

% Complete

The percentage of the performance obligation that has been completed.

% Complete Change Date

The date at which the percentage complete value was updated.

% Complete Value

The value of the percentage that is complete.

MQAD
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Some of the fields on the performance obligation are calculated from the data stored on the
performance obligation lines, including:

e The total amount of the performance obligation
* The amount of the performance obligation line invoiced

* The amount of the performance obligation line deferred, accrued, and recognized

History

A history record is created each day that you edit the % Complete field on the performance
obligation. If you change this field more than one time in a day, the history record for that day is
updated. The revenue calculation uses history records to ensure that the revenue is correctly
calculated for the effective date that you run the revenue calculation.

Performance Obligation Form View

By default, you view all performance obligations defined against the revenue contract in a grid.
However, you can also open a form that displays details of a performance obligation in tab format.
You display the form view by opening the context menu on any performance obligation and
choosing View Detail. The form view is overlaid on the grid view of the Performance Obligation
tab, as displayed in Figure 3.6.

Fig. 3.6
Performance Obligation Tab — Form View

J Revenue Contract Modify |

% GoTo - Actions - % Tools ~| & Print  Preview | # Attach (2) -

Contract Number 22810173 22510173 s Active "

Customer 22C1001 @ | Teasdale Hospital Equipment

Currency GBP @

Versian valid from 28/03/2017 (cument) -

| General H Financial Overview | Performance Obligation | Contract Value | Note | Review | Versions |

LineNo # ¢ Description + Complete Exp Final Rec Date i Actual| | Performance Obligation ’m"m’m‘
Py 1] Medical Ultras
58P + AllocTrans Pri ¢  Domain ¢ Order o Description Medical Ultrasound
2,500.00000 2,500.00000 22UK 22810173
% Complete ¢ % Complete Change © ¢ TC Cumulative Val ¢ Discrete Percen| Completed v
50.00 28/03/2017 1.250.00 5

On Hold
Rule Code %COMP il 4
Rule Type Percentage Complete
Start Date 28/03/2017 -
End Date 25/03/2017 -

Expected Final Recognition Date

Actual Final Recognition Date

% Complete 50.00
% Complete Change Date 28/03/2017 h
% Complete Value 1.250.00

The form view displays several tabs.
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Performance Obligation Tab

The Performance Obligation tab displays the:

* Description

* Completed and On Hold fields

* Rule code and type

* Start and end dates

» Expected and actual final recognition dates
The performance obligation tab displays additional fields, depending on the revenue recognition
rule used. For example, if the rule is a percentage complete type rule, additional fields are

displayed that enable you to update the complete percentage and the effective date for that
percentage.

Note An API is available for updating the complete percentage and effective date.

Totals Tab

The Totals tab displays the performance obligation total information, including:
 Performance obligation value in transaction currency
¢ Invoice value in transaction, base, and statutory currency
e Deferred value in transaction, base, and statutory currency
* Accrued value in transaction, base, and statutory currency
* Recognized value in transaction, base, and statutory currency

» Exchange rate information for transaction and base currency

Notes Tab

The Notes tab enables you to enter a note on the selected performance obligation line.

Note Depending on the type of revenue recognition rule on the performance obligation, other tabs
can also be displayed. For example, when you create a performance obligation using a rule of type
periodic or custom periodic, the Periods tab is also displayed as in Figure 3.7. The tab displays a
breakdown of how the revenue is recognized across the periods. For more information, see
Periodic and Custom Periodic Revenue Recognition Rules.

Fig. 3.7
Performance Obligation Tab — Form View Periods

| Performance Obl\gatiun" Totals ” Note | Periods x
% Complete Change Date # @ % Complele # TC Cumulative Value ¢ Discrete Percentage ¢ TC Value ¢
0210112017 833 99.96 8.3300 99.96

03/01/2017 16.66 199.92 83300 99.96
04/01/2017 2498 259.88 23300 99.96
0510172017 3332 399.84 8.3300 99.96
0610172017 4165 459.80 83300 99.96
0710172017 4998 599.76 83300 99.96
0810172017 58.31 699.72 83300 99.96
Y 03/01/2017 66.64 799.68 8.3300 99.96
1060172017 7497 89964 8.3300 99.96
1140172017 8330 999.60 8.3300 99.96
121012017 9163 1.089.56 8.3300 99.96
01/01/2018 100.00 1.200.00 8.3700 100.44
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Periodic and Custom Periodic Revenue Recognition Rules

When you create a performance obligation and specify a rule of type Periodic or Custom Periodic,
a set of period records is automatically generated when you specify a start and end date. This date
range is the time frame over which the revenue of the performance obligation is to be recognized.

Fig. 3.8
Revenue Contract Period Creation
Performance Obligation | Contract Value | Note | Review )

Description 4 Completed # OnHold # Rule Code  # RuleType & StartDste ¢ EndDate @ Exp Final Rec Date
1 Maintenance - mo ] ] periodic Periodic

Site [}
10-400

Order # Order Line % Trailer Code L]

test-03 1

Entity [
10USACO

Link Type [
Order

Exp Final Rec Date [

% Complete Change Date /4
020112017
030112017
0410112017
0510112017
D6I0112017
0710112017
0810112017
08/01/2017
1010112017
110112017
120112017
01/0112018

% Complete ¢ TC Cumulative Value # Discrete Percentage ¢ TC Value ¢
2833 99.96 2.3300 99.96

16.66 199.92 23300 59.96
2499 2599.88 83300 99.96
3332 399.84 83300 99.96
4185 459.80 83300 99.96
4998 599.76 83300 99.96
5831 £99.72 83300 99.96
66.64 799.68 83300 99.96
7487 83964 83300 99.96
83.30 999.60 2.3300 99.96
9163 1.089.56 2.3300 99.96
100.00 1.200.00 2.3700 10044

The number of periods generated depends on the period type defined on the revenue recognition
rule and the date range you specify. For each generated period, a recognition percentage and
recognition value are calculated and stored. These values are derived from the total value of the
performance obligation and the number of periods generated.

Example Ten periods are generated. The performance obligation has a value of $1000. Therefore,
each period has a recognition percentage of 10% and a recognition value of $100.

Each period has a recognition date. This date is calculated based on the setting in the Recognition
Point field in Revenue Recognition Rule (37.2.1). If the setting is Start of Period, the recognition
date is set to be the first day of each period. If the setting is End of Period, the recognition point is
set to be the last day of each period. If the rule uses an offset recognition point, the recognition date
is set to the first date of the period plus the number of offset days.

There are special exceptions for the first and last periods generated for the performance obligation.
For example, the rule uses the start of the period as the recognition point. However, the start date
of the performance obligation has been set afterward. In this case, the first period recognition date
is set to the start date of the performance obligation.

A similar situation arises when the rule uses the last date of the period as the recognition point and
the end date of the performance obligation is before the last day of the last period. In this situation,
the recognition date is set to the end date of the performance obligation. This recognition logic is
displayed in Table 3.2.

Table 3.2

Recognition Logic Example
Recognition Start of Performance | End of Performance |Recognition Date for | Recognition Date for
Point Obligation Obligation First Period Last Period
Start January 15, 2016 December 15, 2016 January 15, 2016 December 1, 2016
End January 15, 2016 December 15,2016 January 31, 2016 December 15,2016
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When the period or custom period rule uses GL periods, the periods created for the performance
obligation are defined to fit the GL periods set up in the software.

GL Period Example

Example A contract is created with a performance obligation to be recognized over a year-long
period. The performance obligation has a start date of January 18, 2017, and an end date of
January 17, 2018. The Period Type is set to GL Period in Revenue Recognition Rule. The total
recognition value is $1000.

During this period, the customer likely receives 12 invoices for the services covered by the
performance obligation. However, on the revenue contract, 13 periods are created against the

performance obligation, as displayed in Table 3.3.

Table 3.3

Period Type of GL Period

GL Period Start End % Recognized Recognition Value
1 January 18, 2017 January 31, 2017 3.73 $37.30
2 February 1, 2017 February 28, 2017 8.34 $83.40
3 March 1, 2017 March 31, 2017 8.34 $83.40
4 April 1,2017 April 30,2017 8.34 $83.40
5 May 1, 2017 May 31, 2017 8.34 $83.40
6 June 1, 2017 June 30, 2017 8.34 $83.40
7 July 1,2017 July 31, 2017 8.34 $83.40
8 August 1, 2017 August 31,2017 8.34 $83.40
9 September 1, 2017 September 30, 2017 | 8.34 $83.40
10 October 1, 2017 October 31, 2017 8.34 $83.40
11 November 1, 2017 November 30, 2017 8.34 $83.40
12 December 1, 2017 December 31, 2017 8.34 $83.40
13 January 1, 2018 January 17, 2018 4.53 $45.30

13 periods are created because revenue contract performance obligation periods are calculated to
fit in with the GL periods set up on the system. The contract starts and finishes in the middle of the
January periods in 2017 and 2018. Therefore, one of the 12 invoices for the service is split between
the 1st and 13th periods on the performance obligation.

The percentage and value of the performance obligation is calculated by working out the
percentage of revenue to be recognized daily. This percentage is based on the number of days in
the revenue contract period. From this figure, you can calculate the percentage of revenue to be
recognized in the first and last periods of the performance obligation.

To simplify accounting, for the remaining periods, the remaining revenue is split evenly across
these whole GL periods. However, to split the revenue based on the number of days in each period
on the performance obligation, you can change the recognition percentage and value of the
difference periods.

Monthly Period Example

If the revenue recognition rule uses a period type other than GL periods, performance obligation
periods are calculated differently.
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Example As in the previous example, a contract is created with a performance obligation to be
recognized over a year-long period. The performance obligation has a start date of January 18,
2017, and an end date of January 17, 2018. The Period Type is set to Monthly in Revenue
Recognition Rule.

This time, only 12 periods are created, as displayed in Table 3.4.

Table 3.4
Period Type of Monthly

GL Period Start End

1 January 18, 2017 February 17, 2017
2 February 18, 2017 March 17, 2017

3 March 18, 2017 April 17,2017

4 April 18,2017 May 17,2017

5 May 18, 2017 June 17,2017

6 June 18,2017 July 17,2017

7 July 18, 2017 August 17, 2017

8 August 18, 2017 September 17, 2017
9 September 18,2017 | October 17, 2017
10 October 18, 2017 November 17, 2017
11 November 18,2017 | December 17,2017
12 December 18, 2017 January 17,2018

This time, the performance obligation periods are not tied to the GL periods of the system and are
calculated from the start date of the performance obligation. The start date of the performance
obligation is January 18, 2017 and the period extends one month into February, meaning the end
date of the period is the February 17, 2017.

The value of the performance obligation is split evenly across the performance obligation periods.
However, you can choose to change the recognition percentages and values.

The other revenue recognition rule period types—quarterly, bi-annually, and annually—work in a
similar way to the monthly period type.

Performance Obligation Lines

You can link sales order lines to a performance obligation regardless of the shipped or invoiced
status of the lines. However, you can only link a sales order line to one performance obligation. If
you attempt to link a sales order line that has already been added to a performance obligation on an
existing revenue contract, you receive an error.

You must delete the sales order line from the performance obligation before you can add it to
another contract. Deleting the sales order line triggers reverse postings for it.

Note You cannot delete a performance obligation line for an item where the contract version date
is today and the revenue calculation already ran for today, or where the version is not the current
version.
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You can also link sales order trailer charges to a single performance obligation. As with sales order
lines, you can only link a sales order trailer charge to a single performance obligation. If you
attempt to link a sales order trailer charge that has already been added to a performance obligation
on an existing revenue contract, you receive an error.

You must delete the trailer line linked to the performance obligation before you can add that line to
another revenue contract. Deleting the trailer line triggers reverse postings for it.

Note You cannot delete a performance obligation line for a trailer where the contract version date
is today and the revenue calculation already ran for today, or where the version is not the current
version.

A performance obligation consists of a line number, a description, and a revenue recognition rule.
The rule defines how and when the revenue contained in the orders attached to the performance
obligation can be recognized.

A performance obligation must always have a description. If the Description field is left blank, the
software sets the description to the first order line description linked to the performance obligation.

For each performance obligation, you can attach one or more sales order lines. Each order line
displays columns with important information, as displayed in Table 3.5.

Table 3.5
Performance Obligation Order Line Columns
Column Description
Domain The domain in which the sales order is created.
Customer The customer for this sales order.
Currency The currency of the sales order.
Order The sales order number.
Order Line The line of the sales order number.
Trailer Code/Number The trailer charge code and number.
Link Type/Link Type Description The type of document being linked to the performance obligation and its
description.
TC/SC/BC Invoiced The invoiced amount of the sales order line in transaction, statutory, and base
currency.
TC/SC/BC Deferred The deferred amount of the sales order line in transaction, statutory, and base
currency.
TC/SC/BC Recognized The recognized amount of the sales order line in transaction, statutory, and
base currency.
TC/SC/BC Accrued The accrued amount of the sales order line in transaction, statutory, and base
currency.
Order Value TC The order value of the sales order line in transaction currency.
Net Price The order price of the item.
List Price The list price of the item.
Discount The discount that has been applied to the sales order line.
Site The site from which the sales order line was shipped.
Entity The entity of the sales order line.
Item Number/Description The item code and description.
Order UOM The unit of measure used on the order.
Order Qty The quantity ordered on the order line.
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Column

Description

Sales Account/Description

The GL sales account code and its description.

Sales Sub-account

The sales sub-account code.

Sales Cost Center/Project

The sales cost center and project codes.

SSP Lower/Upper Limit

The SSP upper and lower limits.

Deferred Revenue
Account/Description

The GL deferred account code and its description.

Deferred Revenue Sub-account/Cost
Center/Project

The deferred revenue sub-account, cost center, and project codes.

Accrued Revenue
Account/Description

The GL accrued account code and its description.

Accrued Revenue Sub-account/Cost
Center/Project

The accrued revenue sub-account, cost center, and project codes.

Exp Final Recognition Date

The expected date by which all the revenue for the line is recognized.

Actual Final Recognition Date

The actual date on which all the revenue for the line was recognized.

SSP

calculations.

The stand-alone selling price for the line. It is used in variable consideration

Allocated Trans Price

The allocated transaction price for the line item. It is used in variable
consideration calculations.

SSP Total

The stand-alone selling price total.

Allocated Trans Price Total

The allocated transaction price total.

Fig. 3.9

Revenue Contract Performance Obligation Order Line

J Revenue Contract Modify X‘

4 GoTo - Actions -4 Tools ~

& Print & Preview ‘ # Attach (2) -

Contract Number [22510173

| [22s10173 B active

Customer | 22c1001

| & | Teasdale Hospital Equipment |

Currency GBP ¢

Version valid from |25;’D3ﬂ'2017 (current)

d

\ General ” Financial Overview | Performance Obligation \ Contract Value H Note ” Rewew” Versions \

LineNe * ¢ Description ¢ Complete Exp Final Rec Date 4  Actual FinalRec Date ¢ TCTotal ¢ SCTotallnvoic ¢ BCTotal Invoic ¢ TCTotal Invoic |
MY 1 Medical Ulims v PEI 0.00 0.00
sSSP 4 AllocTransPri ¢+  Domain ¢ Order 4  Customer ¢ Cumency ¢ OrderLin ¢  TrailerCode  # Trailer Numbk
4 2,500.00000 2,500.00000 22UK 22810173 22c1001 GBP 1 0

0.00

GL Accounts and Analysis

For each sales order line or trailer charge attached to the performance obligation, three sets of GL
accounts and analysis codes are defined:

e Sales revenue
e Deferred revenue

e Accrued revenue
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You can only view the GL accounts and analysis codes. The fields are read-only and default based
on the sales revenue account and analysis set up on the sales order line or against the definition of
the trailer charge. From this sales revenue account, the deferred and accrued revenue GL accounts
and analysis are set according to the revenue GL account mappings you have set up. For more
details, see “Mapping Revenue GL Accounts” on page 15.

If a matching GL account mapping record cannot be found, the system uses the deferred and
accrued revenue account profiles defined for the customer to set the deferred and accrued revenue
accounts and analysis. For more details, see “Assigning Customer Defaults” on page 14.

Performance Obligation Line Form View

You can also choose to view and maintain the performance obligation linked lines using form
view. Display form view by double-clicking a performance obligation line or by using the context
menu. The form is displayed over the right-hand portion of the grid, as shown in Figure 3.10.

Fig. 3.10
Revenue Contract Performance Obligation Order Line Form View

Revenue Contract Modify ‘-i|

% GoTo - Actions - %* Tools -| & Print & Preview | # Attach (2) -
Contract Number 22810173 22510173 % R B
Custamer 221001 ] e TEBSdEl.e.HDSpitﬁ\ Equwpmenz |
Currency GEP I
Version valid from .2_5;'33291__7 (current) -

| General | Financial Overview | Performance Obligation | Contract Value | Note | Review | Versions |

LineNo / ¢ Description & Complete | | performance Obligation Line | Totals | Accounting |History |
a 1 Medical Ultras v
SSP i Alloc Trang 2
Link Type Order ¥ Item
22510173 / ipti
Auto-Created © SAF Concept Co ST § {tem Description
vl Customer Type Order Line 1 L Link Type Description
v Product Line
; Order Qty
] Region
] Site Order UoM
% Complete ¢ % Complete Change Entity 22UKCO List Price
50.00 28/03/2017 .
Site Discount
Expected Final Recognition Date >. Net Price
Actual Final Recognition Date ¥ Standalone Selling Price
Standalone Selling Price Lower Limit
Standalone Selling Price Upper Limit
Allocated Transaction Price

The form displays various tabs.

Performance Obligation Line Tab

The Performance Obligation Line tab contains the following information:
 Link type information
e Order
* Order line

e Trailer
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* Entity and site information
» Expected and actual final recognition dates

* Item, quantity, and price information

Totals Tab

The Totals tab holds the total information:
* Order value
* Stand-alone selling price (for link type order only)
* Allocated transaction price (for link type order only)
* Invoice value in transaction currency, base currency, and statutory currency
* Deferred value in transaction currency, base currency, and statutory currency
 Accrued value in transaction currency, base currency, and statutory currency

* Recognized value in transaction currency, base currency, and statutory currency

Accounting Tab

The Accounting displays GL account information and the SAF Defaults. Three sets of accounts
and analysis are displayed.

* Sales account
 Deferred revenue account
* Accrual revenue account
The sales account and its analysis—division, cost center, and project—are gathered from different

places depending on the line type. When the type is a sales order line, the details are gathered from
the line itself and from the trailer code details for the trailer charge line.

The SAF defaults section contains the SAF concepts, values, and descriptions used on the
performance obligation line, which are reused in the revenue recognition postings and calculation.
The SAFs can be cither:

» System SAFs, which are retrieved for sales order lines or trailer charges based on the SAF
structures linked to the sales GL, cost center, or project. You cannot update or delete system
SAFs.

* SAFs that you enter manually. You can update or delete manually entered SAFs.

History Tab

You can view updates to the SSP and allocated transaction prices on the performance obligation
lines. The tab displays the SSP and allocated transaction price history and the effective date for
each change. For more details, see “History Record”.

Acceptance Tab

You can also view and maintain invoice sub-records in form view on the Acceptance tab. It
displays the invoices created from the sales order line linked against the performance obligation
line. For more details, see “Invoices”.
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History Record

A history of changes to certain fields is kept for the performance obligation line. These history
records are created each time you edit the Standalone Selling Price or Allocated Transaction Price
fields.

A history record is kept each day. If you make more than one change to either field on any day, the
history record for that day is updated. The revenue calculation uses the history records to ensure
that the revenue is correctly calculated for the effective date that you run the revenue calculation.

Invoices

If the performance obligation uses a rule defined as being a customer acceptance rule, you can
view more invoice information in the form of sub-records to the linked lines of the performance
obligation, as displayed in Table 3.6.

Table 3.6
Invoice Sub-records
Column Description
Invoice Accepted When selected, this column indicates that the invoice has been accepted by the
customer.
Accepted Date The date when the customer accepted the invoice.
POD Reference The proof of delivery reference—a 40-character field to hold tracking numbers
from the carrier.
Year The year the invoice was created.
Daybook The daybook used for the invoice.
Voucher The invoice voucher number.
Fig. 3.11

Revenue Contract Modify — Invoice Accepted Field

Performance Obligation | Contract Value | Note | Review
LineMe 4 Descripion ¢ Completed ¢ OnHold 4 Exp Final Rec Date + Actual Final Rec Date 4 TCTotal & TCAI
4 1 toaster ovens fork O O 1.000.00
sSSP 4 Mloc Trans Price ¢ Domain (] Order (] Customer & Currency #  Order Line Trailer Code
4 0.00000 0.00000 10USA test-04 10C1000 usop 1
Invoice Accepted ¢ Accepted Date + POD Reference ¢ AcceptedQty ¢ Invoice Qty ¢ Daybook ¢ Voucher + Year
» [ ] 0.00 1000 CINV 2017

Auto-Created | SAF ConceptCode ¢  SAFCode ¢ SAF Descripion
=} Customer Type WHSL WHSL
v Product Line 10 Finished Goods
=) Region us-s us-s
[l Site 10-100 10-100

If you select the Invoice Accepted field, it indicates that the invoice revenue can be recognized.
When you run the revenue calculation process for the contract, recognition postings are created.

If the customer acceptance revenue recognition rule also uses of proof of delivery, you must enter
a value in the POD Reference field. This field records the delivery number from the commercial
shipment company handling the delivery of the goods to the customer. If you leave the field blank
and select the Invoice Selected field, you receive an error stating that the Proof of Delivery field
must contain a value. However, the system does not validate any value entered in the Proof of
Delivery field.
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When the Invoice Accepted field is not selected, the revenue calculation defers the revenue of the
invoice to the deferred revenue GL account you defined on the linked line record of the
performance obligation.

Net Prices and Deferred and Recognized Amounts

All currency values—invoiced, deferred, accrued, and recognized—are net values. Therefore,
these values are net of taxes, both excluded and included.

The net price of a linked line on a performance obligation can change over the lifetime of the
revenue contract because an order line assigned to a performance obligation can be delivered in
multiple shipments and multiple invoices. The prices charged for the goods can vary over time and
tax rates can also change, affecting the calculated net price.

For a partially shipped invoice, the net price is calculated from the sales order line. However, after
the sales order has been fully shipped and invoiced, the net price is calculated from the final
invoice generated for the sales order line.

GL Accounts

For each order line linked to the performance obligation, there must be:
* A sales account
* A deferred revenue account

* An accrued revenue account
The sales account and analysis defaults to the sales account and analysis defined on the order line.
The deferred revenue and the accrued revenue accounts default as follows:

1 The system checks whether there is a GL account mapping available, based on the sales
account and the sales analysis. If a mapping exists, the deferred and accrued revenue account
and analysis defined on the mapping are used.

2 When no GL account mapping is available, the default deferred and accrued revenue account
profiles are used to find GL accounts. The analysis fields are populated using the default
values defined in the GL accounts used.

3 When no default account profiles are set for the customer, the accounts remain blank and you
must enter GL accounts and analysis manually.

You cannot save the revenue contract until the deferred revenue account has been set. You can use
any standard GL account defined in the system. The only restriction is that the deferred revenue
account cannot be set to use the same GL as the sales account.

The accrued revenue account is also mandatory. As with the deferred revenue account, it must be
an active standard GL account and it cannot be set to use the same GL account as the sales
account. In addition, it cannot be set to the same GL account as the deferred revenue account.

Note The usual restrictions on the use of analysis codes apply when creating and modifying
revenue contracts. Analysis codes must be active and available for use in the current entity. All
analysis codes are validated against defined COA masks.
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Adding Obligations by Order

You can also create performance obligations by sales order using the context menu. Click the
context menu item Add Obligations by Order, which displays a browse that enables you to select
sales orders. When you select a sales order, a performance obligation is created for each sales
order line. The rule of the performance obligation is set as the default rule on the customer record.

Note The revenue recognition calculation creates transactions when deferring and recognizing
revenue. These transactions are created when the orders and shipments have been invoiced or the
system can accrue revenue ahead of invoicing if the performance obligation has been satisfied.
You can also use the context menu to view these transactions and invoices.

Contract Value Tab

The Contract Value tab records the contract value of the revenue contract. Although you record the
performance obligations and their associated sales order and trailer charges on the Performance
Obligation tab, the Contract Value tab contains the necessary details for calculating the value of
the contract.

Fig. 3.12
Revenue Contract Modify — Contract Value Tab

J Revenue Contract Modify |

2 GoTo - Actions - %* Tools = & Print  Preview | # Attach (2) -

Contract Number 22510173 22310173 @ Active -
Customer 22C1001 @ Teasdale Hospital Equipment
Currency GBP @

Version valid from 28/03/2077 (cumrent) -

General H Financial Overview ” Performance Obligation | Coniract Value | Note | Review | Versions

Contract: Item Estimate: Item SSP: Item Alloc Trans Price:
Totals for.(GBP) 2.500.00 2.500.00 2.500.00 2.500.00
Explicit Estimate ¢ Item ¢ Trailer Code # UoM ¢ ItemQty ¢ ltemPrice ¢+ TCEstimatedltemT ¢ Stand-Alone SelingP ¢ SSPLowerLli ¢ SSF

Contract values are inherited from the Performance Obligation tab. You cannot create contract
value lines for items for which there are no orders attached to performance obligations of the
revenue contract.

These lines are kept in sync with the performance obligation order lines. You can turn an estimate
line into an explicit estimate. However, the system no longer updates these lines and you must then
maintain them yourself.

When a new revenue recognition contract is created using Revenue Contract Autogenerate
(37.1.5), a performance obligation line is created on the Performance Obligation tab for each sales
order line. Simultaneously, contract value lines are generated on the Contract Value tab.

Note These contract value lines can be of type order or trailer. However, only item lines are used
for the allocated transaction price in variable consideration calculations. Trailers are not included
in the calculation. Variable considerations examples include discounts, credits, rebates,
performance bonus, penalties, sales returns, refunds, price concessions, and incentives.

The Contract Value tab records estimate and non-estimate valuation lines.
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* An estimate line is used when there is not enough information to precisely determine the
quantity and invoice value of a particular variable consideration on the revenue contract.

e A non-estimate line is used to mirror the value of a particular item listed on a sales order or
trailer charge attached to a performance obligation.

In either case, the following information is recorded on a valuation line, which displays the
columns in Table 3.7.

Table 3.7
Contract Value Tab Columns
Field Description
Explicit Estimate Logical field. Yes indicates that the valuation line is an estimate.
Item The item number for the valuation line.
UOM Unit of measure for the item.
Description The item description.
Trailer Code The trailer code for the valuation line.

Estimated Item Qty/Price The quantity and price of the item.

Standalone Selling Price The price of the item that would be used in an arms-length transaction.

SSP Upper/Lower limit The upper or lower SSP price limit to be used in determining whether to calculate a
distributed allocated transaction price.

Allocated Transaction Price | The allocated transaction price of the line.

TC estimated item total The total value of the valuation line based on the item total price.
TC Item Total by SSP The total value of the valuation line based on the stand-alone selling price.
TC item total by Alloc The total value of the valuation line based on the allocated transaction price.

Trans Price

On the Contract Value tab, the allocated transaction price is calculated based on the order value,
stand-alone selling price value, and other factors to ensure that the revenue of the revenue contract
is distributed across all valuation lines based on the logic dictated by ASC 606 and IFRS 15.

When you update the stand-alone selling prices, this update can trigger an update of the allocated
transaction prices on the contract value lines when the SSP value is outside the range of the SSP
limits. The associated sales order lines and trailer charge lines on the performance obligations are
also updated with the prices. The stand-alone selling prices default to the order value. Non-
estimate lines do not allow updates. You can modify a non-estimate line on the Performance
Obligation tab.

In the example displayed in Table 3.8, a revenue contract has been raised for a customer to cover
the purchase of an electrical generator for a factory. The price also includes one year of
maintenance and training to help the customer to install and run the electrical generator. This
example does not include trailers.

Table 3.8
Contract Value Example

Allocated
Performance Rev Rec Invoiced Transaction
Obligation Rule Item Quantity | Order Price | Amount SSpP Price
Deliverandinstall | Invoice + 15 |1 electrical |1 $1,000,000 |$1,000,000 |$1,000,000 |$896,309.31
power generator | days generator
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Allocated
Performance Rev Rec Invoiced Transaction
Obligation Rule Item Quantity | Order Price | Amount SSP Price
1 year of Periodic Maintenance | 1 0 0 $120,000 $107,557.12
maintenance - 1 year
2 weeks of Customer Initial 10 $2,000 $20,000 $18,000 $16,133.57
consultancy Acceptance | training

The four performance obligations on the contract each require a valuation line on the Contract
Value tab. There is one line for the electrical generator, one line for the maintenance, one line for
the training, and one for the freight cost.

The total stand-alone selling price for the contract is $1,138,000.00. This price is based on each of
three items being sold separately in an arms-length transaction. Trailers do not have a stand-alone
selling price. The total invoice value of this contract is $1,020,000.00.

The expected revenue from the customer for the items only must be distributed across all three
lines because maintenance has been included in the invoice price and the customer has, in effect,
not been charged for it. However, revenue is being generated from this maintenance activity.
Therefore, part of the money received from the customer has to be considered maintenance
revenue. The distribution is displayed in the Allocated Transaction Price column in Table 3.8.

The distribution calculation formula is:

(SSP for the valuation line / total SSP for all the valuation lines) * total invoice amount for all the valuation
lines

So for the first line, the electrical generator, the allocated transaction price is:
(1,000,000.00/ 1,1138,000.00) * 1,020,000.00 = £896,309.31

The other two lines are calculated similarly, resulting in the allocated transaction prices for the
three lines as displayed in Table 3.8.

Review Tab

The Review tab allows you to create records that document the review of the revenue contract. The
review process is an important feature during the lifetime of the revenue contract. The review
record contains the following fields in form view, which you can open by double-clicking the
review line.

Fig. 3.13
Revenue Contract Modify — Review Tab

Revenue Contract Medify |

4 GoTo - Actions ~ % Tools =| =& Print & Preview # Attach (1) -

Contract Number 22510186 22510186} # Active v
Customer 22C1000 & | Auta-Plas Intemational |

Currency GBP e

Version valid from .247'95201 7 (current) ¥

\ General ” Financial Overview || Performance Obligation H Contract Value H Nole‘ Review ‘ Versions |

Review User 4 ReviewResult ¢ Note 4 ReviewDate ¢ UserMame ¢ ReviewTime ¢ ReviewReason ¢ RevRegNate o
[ mic P Needs Attention 27/06/2017 mig 14.26 New Version A new version of
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Review Date. This field contains the date the review was created and carried out.
Review Time. This field displays the time that the review was created and carried out.
Review User ID. This field displays the ID of the user carrying out the review.
Review User Name. This field displays the reviewer user name.

Review Reason. This field contains the reason for the review being required. The reason is
taken from the Contract Version section of the General tab.

Review Request Note. This field contains the review request note. This information is taken
from the Contract Version section of the General tab.

Review Result. This field contains the outcome of the review.

Notes. Enter any general notes that support the outcome of the review.
When you create a review, you must select one of two review outcomes:
* Approved
e Needs Attention

If you select Approved, the Review Required flag is removed on the General tab and the
revenue calculation program can then create revenue recognition transactions. If you select
Needs Attention, the Review Required flag remains selected and the revenue contract remains
excluded from processing by the revenue calculation program.

For more information on the review process, see “Reviewing Revenue Contracts” on page 47.

Note Tab

The Note tab enables you to make notes on the contract. You can enter details of any review
processes or provide information concerning any documents that you have attached to the contract.

Fig. 3.14
Revenue Contract Modify — Note Tab

| Revenue Contract Modify ,;|

@ GoTo - Actions - % Tools =| =& Print & Preview | # Attach (2) -
Contract Number 22510173 22510173 ® Active v
Customer 22C1001 & | Teasdale Hospital Equipment
GBP ¢

Currency

Version valid from 28/03/2017 (current) -

| General | Financial Overview | Performance Obligation | Contract Value | Note | Review | Versions |

The operating committee met concerning the terms of the contractin Heidelberg on 23/06/2017. There will be a futther meeting on 14/07/2017 in Dublin.

Attachments

To help accounting staff to document revenue contract reviews, you can attach extra
documentation to the contract by using the:
* Attach menu

* Attachments panel
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» Context menu on a performance obligation line

The attachment title displays the contract number.

Versions Tab

You can view all versions of the contract on the Versions tab. For each version, it displays the date
that the version was created, the user who created it, and whether a review is required for the
version.

You can also record notes against a particular version of the contract. These notes are version
specific, unlike notes that are stored against a revenue contract in general and are visible regardless
of the version being displayed.

The Versions tab also informs you which version of the contract is the latest version and which
version is currently being displayed.

Fig. 3.15
Revenue Contract Modify — Versions Tab

J Revenue Centract Medify |
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Contract Number 22510186 22510186 i Active v
Customer 22C1000 @ | Auto-Plas Intemational
Currency GBP @
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| General || Financial Overview H Performance Obligation || Contract Value ” Note || Rewew| Versions

Current ¢ Date L User (] Note + ReviewRequired ¢ ReviewNote ¢ ReviewReason ¢ UserName ¢ OnHold #
» 24]05/2017 mfg Anewversionof  New Version mig n
01/04/2017 mfg mfg ]
28/04/2017 mfg mfg

Deleting Revenue Contacts

When no revenue has been deferred or recognized on a contract, you can delete the revenue
contract and its associated performance obligations and linked lines in Revenue Contract Delete
(37.1.4).

When revenue has been deferred or recognized on a contract, deleting a performance obligation
and linked lines—in the current version only—results in a reversal of already deferred or
recognized revenue.

However, the system only allows one contract version each day. Therefore, when the current
version is today, the revenue calculation has run, and revenue has been deferred or recognized on a
contract, you cannot delete the revenue contract, the performance obligations on the contract, or
the linked lines of the performance obligations.

Note You can add a deleted line to the current version of another contract.

Adding an Order Line to an Existing Performance Obligation

You can add an order line to a performance obligation that is already linked to existing order lines.
However, this can affect the deferred and recognized revenue of the performance obligation.
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Example A contract exists with a performance obligation with an order line linked to the
obligation. The order revenue has been recognized and posted to the sales account. You add
another order line that has been invoiced already but you cannot recognize the revenue for another
six months. When the revenue recognition process is run, the revenue of the new order line is
deferred and a posting moves the revenue from the sales account to the deferred revenue account.
However, the revenue recognition process also defers the revenue for the original order line that
has already been recognized because the revenue of the performance obligation must be deferred
and recognized as a whole. In this case, you have changed the overall conditions of the
performance obligation by adding the new order line.

Revenue Recognition Views and Browses

There are a variety of views and browses in the system that enable you to find out more detail
about revenue contracts.

Revenue Contract View

The revenue recognition calculation creates transactions when deferring and recognizing revenue.
These transactions are created when the orders and shipments have been invoiced. You can view
these transactions and invoices in Revenue Contract View (37.1.3) using the right-click context
menu. This menu enables you to open the Revenue Contract Transaction browse and the Revenue
Contract Invoice browse. For more information on revenue calculations, see “Revenue
Recognition Postings” on page 48.

Revenue Recognition Transaction View

Revenue Recognition Transaction View (37.1.20) enables you to see a sub-ledger transaction view
of revenue contracts. You can search for transactions using the filters. The filters correspond to
some of the column fields in the browse. For example, the transaction lines in the browse grid
contain columns with information such as:

* Revenue contract number

* Performance obligation number

» Performance obligation description

e GL Account and other analysis

* Debit and credit amounts in base, transaction, and statutory currencies
* Revenue recognition daybook information

* Transaction posting date and GL year and period information

Comments? Go to goo.gl/MfwKHm MNQAD
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Fig. 3.16
Revenue Contract Transaction View
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Revenue Contract Invoice View

Revenue Contract Invoice View (37.1.21) allows you to view the invoices created for orders linked
to revenue contracts. You can search for transactions using the filters. The filters correspond to
some of the column fields in the browse. Each line in the grid displays information concerning the
invoices and how the invoices are linked to the performance obligations on the revenue contract,
such as:

 Revenue contract number

¢ Year, daybook code, and voucher number for the invoice
* Domain code

 Customer code

Note You can right-click an invoice line and select Revenue Contract Transaction View to display
the revenue recognition transactions that have been created for the revenue contract.

Fig. 3.17
Revenue Contract Invoice View
J Revenue Contract Invoice View X
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Revenue Contract Linked Sales Order Line

Revenue Contract linked Sales Order Line (37.1.22) presents some basic information from the
sales order lines. If the sales order lines are linked to a revenue contract, revenue contract details
are also displayed. You can filter out any sales order lines that are not linked to a revenue contract.
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Revenue Contract Browse

Revenue Contract Browse (37.1.40) presents some basic information from the revenue contract
header. It forms part of the Revenue Contract Version collection.

Revenue Contract Version Collection
The Revenue Contract Version Collection allows you to view the difference between revenue
contract versions. The collection is divided in three sections:

* The top section shows the revenue contracts available with some information taken from the
contract header.

* The middle section displays the versions of the contract that have been created.

The bottom section has three browses that show the performance obligations, the contract
valuation, and the reviews.

Reviewing Revenue Contracts

This section describes the procedural processes involved in determining whether a review is
needed and how you then update the revenue contract. For details of how to mark a contract as
requiring a review and how to carry out a contract review, see the section “Manually Creating and
Maintaining Revenue Contracts” on page 22.

Starting the Review Process

A review process can be started for a revenue contract manually or automatically.

Automatic

A revenue contract can be flagged automatically as requiring a review. This can happen when:
* A revenue contract is first created.

* A new version of the contract is created.

Manual

There are two ways to manually flag a revenue contract as requiring a review in Revenue Contract
Create or Modity.

1 On the General tab, select the Review Required field. You then select a review reason and
enter explanatory text.

2 You can use the second way when a contract is not currently flagged as needing a review. On
the Review tab, you can create a new review record and leave the result as Needs Attention.
When you save the revenue contact, it is updated as requiring a review. On the General tab, the
review reason code is set to General and then text entered against the review record is copied
into the review note field.

Comments? Go to goo.gl/MfwKHm MNQAD
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Carrying Out Reviews

When the review process has started, you can review the revenue contract and document findings,
making changes to the review contract when necessary. All reviewing activity takes place in
Revenue Contract Modify. After making all necessary changes, you can create a review record that
documents the changes. The result of the review can be either Approved or Needs Attention.

Approved means that the contract is marked as reviewed. Needs Attention means that more work
is required or that someone else needs to approve your work.

Note You can simply save the changes without creating a review record. However, somebody
needs to review the contract and create a review record with the result Approved before postings
can be made.

Revenue Recognition Postings

A supplier posts revenue for goods or services directly to the revenue account. If the performance
obligation related to recognizing that value is not satisfied, that revenue is deferred. When the
performance obligation is satisfied, revenue is recognized. If invoicing has not taken place and the
performance obligation is satisfied, revenue is recognized against the Revenue Accrued account.
When invoicing takes place, the revenue accrual is reversed.

Revenue recognition postings are split into the following types:
* Deferral postings to the deferred revenue account
» Recognition postings to the sales revenue account

* Recognition postings to the accrued revenue account

Deferral postings are intended to move the revenue from the sales account to the deferred revenue
account. Deferral postings are created when the revenue for an order on a performance obligation
cannot be recognized because the rule on the performance obligation is not satisfied.

Recognition postings recognize revenue. Sometimes, these postings recognize revenue that has
previously been deferred to a deferred revenue account. The recognition posting moves the
revenue back to the sales revenue account. In other cases, revenue can be immediately recognized
but the customer has not yet been invoiced, so revenue is recognized to an accrued revenue
account.

Entity Security

Revenue recognition postings are created at entity level. Therefore, when you run a revenue
calculation, revenue recognition postings are created for order lines, trailer charges, and invoices
assigned to the current entity.

For example, in Table 3.9, there are two revenue contracts involving three entities. You log in to
10USACO and run the automated revenue calculation against Contract A and Contract B.
However, this action only creates revenue recognition postings in entity 10USACO because the
revenue recognition calculation only ever creates postings for the current entity. Therefore, to
complete the revenue postings for Contract A, you must also run the revenue calculation in
11CANCO. Postings for Contract B are complete when you run the revenue calculation in
21NLCO.
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Note The entity of the sales order is derived from the site code attached to the sales order header

and the sales order lines of the sales order.

Table 3.9
Revenue Contract Example
Revenue Contract Performance Obligation | Order Order Line Entity
Contract A Obligation 1 SO1 1 10USACO
Obligation 2 SOl 2 11CANCO
Contract B Obligation 1 SO2 1 2INLCO
Obligation 2 SO2 2 2INLCO

Running Revenue Calculations

You can manually run revenue recognition calculations to create revenue recognition postings in
Revenue Calculation (37.3.1). You can specify the revenue calculations to run using the filter

criteria, as displayed in Figure 3.18.

You can also choose to create a revenue calculation run that can be scheduled to be processed by
the batch daemon. When the batch reaches the target date and time, the system begins to process
the batch records and postings are triggered. A new batch is made available for the next day. For
more information, see ‘“Processing by Batch Daemon” on page 55.

Note Many organizations likely choose to defer or recognize revenue using the API solution.

Fig. 3.18

Revenue Calculation
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The fields on the Revenue Calculation menu are:

Contract Number. Enter the contract number range that you want to process. You can specify
one or multiple contracts.

Important Ifany contract in the range requires a review, the relevant contract version must be
reviewed before it can be processed by the revenue calculation. When the contract version is

not marked as reviewed, the revenue calculation skips the processing of that contract.
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Customer Code. Enter a customer code range. If you leave the Customer Code field blank, the
system automatically generates a number for the record based on the sequence defined in
Customer Autonumber Create.

Sales Order. Enter a sales order range.

Business Relation. Enter a business relation range. If you leave this field blank, the system
automatically generates a number for the record based on the sequence defined in Business
Relation Autonumber Create.

Group Name. Enter a group name range containing corporate groups.

Effective Date. This field enables you to specify an effective date for the calculation run. By
default, the field is set to the current system date. You can choose a future or past date.

However, running the revenue calculation on a date before existing calculated transactions
creates new transactions on the specified date. The new transactions can potentially invalidate
any existing transactions dated after the new ones. In this case, the revenue calculation must
make reversal and correction postings for the contracts being processed.

The field is not active when you select the Use Daemon field.

Important A revenue contract can have several versions. Each version is effective for a
specific period during the life-time of the revenue contract. The revenue calculation always
runs for the active version on the effective date. Any revenue recognition postings created by
the calculation are based on the version of the revenue contract selected by the calculation.

Print Movements Only. This field enables you to control how much revenue contract
information is printed on the report. When the field is clear, all the performance obligations of
a revenue contract are printed, even if there are no deferred or recognized amounts. When you
select this field, only performance obligations with deferred or recognized amounts are
printed.

Process By Daemon. Select this field to use the batch daemon to automatically perform the
revenue calculation at a specified time each day.

Description. Enter a description that is visible in Batch Daemon Monitor when the calculation
is queued for processing. This field is only active when you select Process By Daemon.

Start Date. Specify a start date of today or sometime in the future for this revenue calculation.
The batch daemon daily run starts on this date. When you do not enter a start date, the system
date is used. This field is only active when you select Process By Daemon.

Start Time (UTC). Specify the time when you want the daemon to run the revenue calculation
each day. When you do not enter a start time, the default time 0:00 (UTC) is used. This field is
only active when you select Process By Daemon.

Note To run a calculation more than once daily, create a similar revenue calculation record
and change the start time.

To run the revenue calculation based on your selected criteria, click Calculate.
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Revenue Calculation Audit Report

When you click Calculate, Revenue Calculation finds the revenue contracts that fall into the user-
defined criteria and runs the revenue calculation for the contracts. The revenue calculation then
automatically produces a report that details the results of the run, as displayed in Figure 3.19.

The report displays the revenue contracts that have had revenue deferred and contracts that have
had revenue recognized. The report also displays the amounts of each performance obligation line,
including the invoice, deferred amounts, accrued amounts, and recognized amounts, and whether
the performance obligation was met. Where the report displays deferred or recognized amounts,
the journal entry reference number is also printed. If a revenue calculation fails, the report lists the
revenue contract along with the reason for the failure.

Important The Revenue Calculation program processes revenue contracts as a whole. Therefore,
you can run the program for a specific sales order and then find that revenue recognition postings
have been created for other sales orders because they are linked to the same contract.

Fig. 3.19
Audit Report

n Revenue Calculation Audit Report i

Rule Met?

Wall project percentage True 1000000 10,000.00 0.00 0.0 10,000.00 10,000.00 o0
Journal - 201 Tirevrecii0n000002 10.00000  10,000.00 0.00 [17] 10,000.00 10.000.00 .00

qadfin203842  The revenue contract {test-03) is not active and cannot be processed.

Erdof fegort

Search Criteria

Fainied By WG Super User rom damain 10USA, entity 10USAGO on 3172017 0731

Deferral Postings

Deferral postings move revenue from the sales account—the one specified on the revenue
contract—to a deferred revenue account. A deferral posting is created when the conditions of the
revenue recognition rule are not met when the revenue calculation is run.

Individual posting lines are created for each invoice or credit note of the linked line of the
performance obligation. When a linked line refers to a sales order line, it is possible that there are
multiple invoices or credit notes. In this case, the revenue calculation creates a set of posting lines
for each invoice or credit note.

When credit notes are linked to a performance obligation, the postings created for the deferral of
revenue result in positive values on the postings lines.
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Accrual Postings

Accrual postings are postings that move revenue from the sales account—as specified on the
revenue contract—to an accrued revenue account. Accrual postings are only created if the
performance obligation uses a percentage complete, periodic, or custom periodic rule and the
conditions of the revenue recognition rule are not met when the revenue calculation is run.

Recognition Postings

Recognition postings move revenue from the deferred revenue account back to the sales account.
These postings happen when the conditions of the revenue recognition rule defined on the
performance obligation have been met.

Revenue cannot be recognized until all orders linked to a performance obligation meet the
conditions defined by the revenue recognition rule. Therefore, when even one order linked to a
performance obligation does not meet the conditions of the revenue recognition rule, the revenue
as a whole must remain deferred.

As with deferral postings, individual posting lines are created for each invoice or credit note of the
linked line of the performance obligation. When a linked line refers to a sales order line, it is
possible that there are multiple invoices or credit notes. In this case, the revenue calculation creates
a set of posting lines for each invoice or credit note. Figure 3.20 displays the recognition postings
for an invoice.

As with deferral postings, when the revenue of credit notes linked to performance obligations is
recognized, the resulting postings contain positive values on the posting lines.

Fig. 3.20
Journal Entry View — Invoice Recognition Postings
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Revenue Calculation: Percentage Complete Performance Obligations

When the revenue recognition rule on a performance obligation is percentage complete, the
revenue calculation can produce accrual or deferral postings along with recognition postings.
Revenue is posted to the sales account with the offset to the accrued revenue GL account defined
on the performance obligation line of the revenue contract.

Analysis codes are also taken from the performance obligation line.

Any accrual postings use the revenue calculation effective date to find any necessary exchange
rates; for example, the statutory currency exchange rate. When the accrued revenue is later
recognized, the reversal posting uses the exchange rate of the original accrual posting.
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When using the percentage complete recognition rule, you must assess what percentage of a
performance obligation has been completed. The revenue calculation then takes the percentage
completed and compares it to the amount of the performance obligation that has been invoiced.
The revenue calculation then creates deferral, accrual, and recognition postings based on this
comparison.
¢ Invoiced amounts up to the completed amount are recognized and recognition postings are
created, moving revenue to the sales revenue account,

¢ Invoiced amounts over the completed value are deferred and deferral postings are created,
moving revenue to the deferred revenue account.

* Amounts that have been completed above the invoiced amounts are recognized and accrued
and postings are created, moving the revenue to the accrued revenue account.

* When the performance obligation has been fully invoiced and marked as fully complete, all
revenue is then recognized and the accrued revenue and deferred revenue accounts are cleared.

In cases where there is more than one performance obligation line on a performance obligation,
percentage completed value is apportioned across the performance obligation lines.

Percentage Complete Examples

Example A performance obligation is created on a revenue contract, as displayed in Table 3.10.
The sales order line is for $14,000. The performance obligation is marked as being 80%
completed. The sales order line is then fully invoiced. However, because only 80% has been
completed, only $11,200 can be recognized. The remaining $2,800 is deferred.

Table 3.10
Percentage Complete — Fully Invoiced

Performance Obligation | Sales Order Line
Total Value 14000

Percentage Complete 80%

Percentage Invoiced 100%

Value Recognized 11200 (80%)
Value Deferred 2800 (20%)

Example Again, a performance obligation is created on a revenue contract, as displayed in
Table 3.11. The sales order line is for $14,000. The performance obligation is marked as being
80% completed. The value completed is $11,200. The sales order line is then partially invoiced at
50%. Because 50% has been invoiced, only 50% can be recognized to the sales revenue account.

Because 80% of the contract has been completed, the other 30% (80% - 50%) of the revenue is
recognized from the accrued revenue account.

Table 3.11
Percentage Complete — Partially Invoiced

Performance Obligation | Sales Order Line
Total Value 14000

Percentage Complete 80%

Percentage Invoiced 50%

Value Recognized 7000 (50%)
Value Accrued 4200 (30%)
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A performance obligation is created on a revenue contract and there are three sales order lines, as
displayed in Table 3.12. The total value of the performance obligation is $14,000 and it is marked
at 80% complete. The performance obligation is then fully invoiced. The percentage completed
value is recognized and apportioned across the performance obligation lines.

Table 3.12

Percentage Complete — Fully Invoiced with Multiple Sales Order Lines

Performance Obligation | Total Sales Order Line 1 | Sales Order Line 2 | Sales Order Line 3
Total Value 14000 9000 4000 1000

Percentage Complete 80%

Percentage Invoiced 100%

Value Recognized 11200 (80%) | 7200 3200 800

Value Deferred 2800 (20%) | 1800 800 200

Revenue Calculation: Periodic Performance Obligations

The revenue recognition postings created for performance obligation using periodic or custom
periodic revenue recognition rules are similar to the postings created for percentage complete
revenue recognition rules. The amount of revenue available to recognize increases with each
period of the contract. The postings created for such performance obligations can recognize, defer,
or accrue the revenue. As with the other revenue recognition rules, the accounts used for these
postings are defined on the linked lines of the performance obligation.

When a performance obligation uses a periodic or custom periodic rule, the revenue of the
performance obligation is handled on a period-by-period basis. The periods are defined against the
performance obligation and store the percentage and value in discrete and cumulative forms. Each
time the revenue calculation is run during the lifetime of the contract, the revenue of the
performance obligation is deferred, accrued, or recognized, depending on whether the recognition
date of a period has been reached and whether revenue has been invoiced:

e Where the cumulative available-to-recognize value is less than the invoiced amount of the
performance obligation, the available-to-recognize value is recognized to the sales revenue
account. The remaining invoiced amount is deferred to the deferred revenue account.

* Where the cumulative available-to-recognize value is greater than the invoiced amount of the
performance obligation, the invoiced amount is recognized to the sales revenue account. The
remainder of the available-to-recognize value is recognized to the sales account with the offset
posted to the accrued revenue account.

* Where the cumulative available-to-recognize value is equal to the invoiced amount of the
performance obligation, the invoiced amount is recognized to the sales revenue account.

Example A revenue contract has been created with a single performance obligation using a
periodic rule. There are 12 periods corresponding to the calendar months. The amount on the
performance obligation is $1200.00. The periods created for the performance obligation are
displayed in Table 3.13. Invoices are generated at the start of each period, with the revenue being
available to recognize at the end of each period.
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Table 3.13
Periodic Recognition Rule — Invoice Monthly
Cumulative Cumulative | Period Start | Period End
Period | % % Value | Value Date Date Invoice At Recognize At
1 833 |8.33 S100 | $100 January 1 January 31 January 1 January 31
2 833 |15.67 S100 | $200 February 1 February 28 | February 1 February 28
3 833 |25 S100 | $300 March 1 March 31 March 1 March 31
4 8.33 ]33.33 S100 | $400 April 1 April 30 April 1 April 30
5 833 |41.67 $100 | $500 May 1 May 31 May 1 May 31
6 8.33 |50 $100 | $600 June 1 June 30 June 1 June 30
7 833 |58.33 $100 | $700 July 1 July 31 July 1 July 31
8 8.33 ]66.67 $100 | $800 August 1 August 31 August 1 August 31
9 833 |75 $100 | $900 September 1 | September 30 | September 1 | September 30
10 833 |83.33 $100 |$1000 October 1 October 30 October 1 October 30
11 833 |91.67 $100 | $1100 November 1 | November 30 | November 1 | November 30
12 8.33 | 100 $100 |$1200 December 1 | December 31 | December 1 | December 31

Processing by Batch Daemon

When you run Revenue Calculation (37.3.1), postings are generated to or from a deferred or sales
account when the right conditions are met. You can schedule the batch daemon to generate

postings for a revenue contract or contracts at a specific time each day, as displayed in Figure 3.21.
For more detail, see “Running Revenue Calculations” on page 49.

Fig. 3.21
Revenue Calculation Using Batch Daemon
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When you click Calculate in Revenue Calculation, a batch record is created and made available in

the Batch Daemon Monitor (36.14.16.19.3).

Note The batch daemon must be running.

Until the start time is reached, the batch has the status WAITING, as displayed in Figure 3.22.
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Fig. 3.22
Batch Daemon Monitor
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In the example in Figure 3.23, the batch daemon starts processing the queue record at UTC time
09:46:00. When the record is processed, a new record with the same parameters is automatically
created for the next day at the same time.

Fig. 3.23
Batch Daemon Monitor Example
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Revenue Calculation Batch Daemon Delete

When you no longer need a queue record—for example, a revenue contract has ended—you can
delete it using Revenue Calculation Batch Daemon Delete (37.3.2). You can search for queue
records using the filters. For example, you can specify a contract number and click Search, as

displayed in Figure 3.24.
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Fig. 3.24
Revenue Calculation Batch Daemon Delete
Revenue Calculation Batch Da ‘
W GoTo ~ Actions = 4 Tﬂnls'| @l Print 4] Preview
Search for 3Batch daemon records
Requested Date From - Requested Date Till L -
Contract Number 22510106 L I Customer Code
Sales Order J Business Relstion
Group Name Description Search
Sel i Contract Number From & Contract Number To ¢ Description # StartDate ¢ Customer From # CustomerTo ¢ SalesC
O 22510106 22510110 R3D001 0142772017
[l il [
Delete Close

To delete a record, select the Select field and click Delete. The record is permanently deleted.

Creating Revenue Contracts With Opening Balances

To move revenue contracts to QAD Financials from another system, you need to re-create the
existing revenue contracts using Revenue Contract Create. However, you then still need to add
opening balances to those revenue contracts. You can add opening balances using Revenue
Contract Opening Balance (37.1.25).

This program enables you to enter a single set of opening balance amounts for:

* Recognized revenue

 Deferred revenue

* Accrued revenue
You can then save these balances and the system creates sub-ledger records against the contracts.
Corresponding journal entries are not created because it is assumed that the necessary balances on

the recognized, deferred, and accrued accounts (and analysis) have already been created in the
general ledger.

Important You can only run Revenue Contract Opening Balance (37.1.25) for unprocessed
revenue contracts. An unprocessed revenue contract is a contract that has not been processed by
the revenue calculation. There are no revenue recognition sub-ledger records or corresponding
revenue recognition postings for the revenue contract.

Revenue Contract Opening Balance

Revenue Contract Opening Balance (37.1.25) enables you to enter opening balances or to load
revenue contract data to an Excel spreadsheet and add opening balances in Excel. When you have
added the opening balances, you can then load them back into Revenue Contract Opening Balance
(37.1.25) and save them.

Comments? Go to goo.gl/MfwKHm MNQAD
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Fig. 3.25
Revenue Contract Opening Balance

J Revenue Recegnition O.. |
4 GoTo - Actions - % Tools -| & Print | Preview
Search for Revenue Contracts [
Contract Number 22510198 - To 22810203 s
Customer Fs To Cs
Business Relation s To s
Corporate Group L To
Start Date hd To hd
Without Opening Balance Only v
Clear ] ‘ Search
Effective Date ¢ Contract Number ¢ Record Status ¢
Y 22510198 Not saved
> 22510199 Not saved
22510200 Not saved
a 22510201 Not saved
LineNe #
a 1
SCAccrued Credit ¢ BCAccrued Credit ¢ TCAccruedCredit ¢ SCAccruedDebit ¢ BCAccruedDebit ¢ TCAccruedDebit 4
0.00 0.00 0.00 0.00 0.00 0.00
LineNo ¢
4 2
SCAccrued Credit ¢ BC Accrued Credit ¢ TCAccrued Credit ¢ SCAccruedDebit ¢ BCAccrued Debit ¢ TC Accrued Debit ¢
0.00 0.00 0.00 0.00 0.00 0.00
LineNo  +
3
4
5
Effective Date ¢ Contract Number ¢ Record Status ¢
22510202 Not saved
22510203 Not saved

Use the search fields to find revenue contracts that require opening balances.
Contract number. Enter a revenue contract number range to search for.
Customer. Enter the customer codes assigned to the revenue contracts.

Business Relation Name. Specify the business relation code used on the customers used on
the contract.

Corporate Group. If customers have been grouped into corporate groups, you can search for
contracts using corporate group codes.

Start Date. Specify the start date of the contract.

Without Opening Balance Only. Select this field to exclude contracts that already have
opening balances assigned to them.

When you have completed the fields, click Search to display relevant revenue contracts in the grid.

Adding Opening Balances Manually

To enter or to modify opening balances, drill down to the revenue contract sales order line and
trailer charges. No opening balances are required for the performance obligation level or the
contract level. Enter opening balances for:
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¢ Accrued revenue
e Deferred revenue
* Recognized revenue

» Invoice redistribution

For these revenue types, the opening balances must be broken down into credit and debit values.
You must also enter the opening balances in transaction, base, and statutory currency.

The Effective Date field in the grid is blank for a revenue contract without an opening balance. In
this case, you must manually enter an effective date for the opening balances of the revenue
contract.

When you have entered the opening balances, you can click Save.

Note After revenue calculation has run on the contract for the first time, you can no longer update
the opening balances.

Adding Opening Balances Using Excel

You can also export the revenue contracts to Excel by choosing Export to Excel in the context
menu. You can add or modify balances and import the spreadsheet back into the program by
choosing Import from Excel. You can then save the balances.

Revenue Contract Opening Balance Report

When opening balances have been loaded into the system, you can check the opening balances
loaded using the Revenue Contract Opening Balance report. You can use the filters to select a
range of revenue contracts against which opening balances have been created.

Business Relation. Enter a range of business relation codes assigned to customers on the
revenue contract.

Contract Number. Enter a range of revenue contract numbers.
Corporate Group. Enter a range of corporate group codes.
Customer Code. Enter a range of customer codes of the revenue contract.

Revenue Contract. This filter controls whether the report displays revenue contracts with
opening balances, without opening balances, or all revenue contracts.

The report displays revenue contract information along with the various types of opening balances
listed against the different types of GL accounts and analysis. You can cross-reference this
information with the GL to verify whether the opening balances in the revenue recognition sub-
ledger match the opening balances in the GL.

Comments? Go to goo.gl/MfwKHm MNQAD
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Fig. 3.26

Revenue Contract Opening Balance Report

" @ USADIVISION
Contract Opening Balance i
QAD
[10c1002  Houston opent 62212017 usD
Line No  Description Rule Code Rule Type Note
i Durable Plastic Housing inv+15 Time-based
Link Type Order OrderLine Item Description Total Invoiced Debit TC CreditTC DebitBC CreditBC Debit SC Credit SC
Order opent 1 80001 Durable Plastic Housing 1,000.00 000  1,000.00 0.00  1,000.00 0.00
GL Sub Account CostCentre Project Debit TC CreditTC DebitBC CreditBC Debit SC Credit SC
sales 4010 Mech Adm 0.00 0.00 0.00 0.00 0.00 0.00
Deferred 2450 Wech 0.00  1,000.00 0.00  1,000.00 0.00  1,000.00
Accrued 2470 Mech 0.00 0.00 0.00 0.00 0.00 0.00
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Product Information Resources

QAD offers a number of online resources to help you get more information about using QAD
products.

QAD Forums (community.qad.com)
Ask questions and share information with other members of the user community, including
QAD experts.

QAD Knowledgebase (knowledgebase.qad.com)*
Search for answers, tips, or solutions related to any QAD product or topic.

QAD Document Library (documentlibrary.qad.com)

Get browser-based access to user guides, release notes, training guides, and so on; use
powerful search features to find the document you want, then read online, or download and
print PDF.

QAD Learning Center (learning.qad.com)*
Visit QAD’s one-stop destination for all courses and training materials.

*Log-in required


http://community.qad.com
http://knowledgebase.qad.com
http://documentlibrary.qad.com
http://learning.qad.com
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