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The author is not engaged by this text or any accompanying lecture or electronic media in the rendering 

of legal, tax, accounting, or similar professional services. While the legal, tax, and accounting issues 

discussed in this material have been reviewed with sources believed to be reliable, concepts discussed 

can be affected by changes in the law or in the interpretation of such laws since this text was printed. 

For that reason, the accuracy and completeness of this information and the author's opinions based 

thereon cannot be guaranteed. In addition, state or local tax laws and procedural rules may have a 

material impact on the general discussion. As a result, the strategies suggested may not be suitable for 

every individual. Before taking any action, all references and citations should be checked and updated 

accordingly. 

This publication is designed to provide accurate and authoritative information in regard to the subject 

matter covered. It is sold with the understanding that the publisher is not engaged in rendering legal, 

accounting, or other professional service. If legal advice or other expert advice is required, the services of 

a competent professional person should be sought. 

—-From a Declaration of Principles jointly adopted by a committee of the American Bar Association and 

a Committee of Publishers and Associations. 

 

All numerical values in this course are examples subject to change.  The current values may vary and 

may not be valid in the present economic environment. 

 

  



Course Description 

An ever-increasing number of financial restatements were filed during each of the period 2000-2006, 

reaching a record 1,801 in 2006. Interestingly, however, the number of financial restatements in the 

United States started to drop in 2007 for the first time since the passage of the SOX.  By 2012, the 

number of restatements had fallen to 768. One of the most frequent causes of financial restatements is 

revenue recognition. This course covers the accounting, reporting, and disclosures associated with 

revenue recognition for the sale of products or rendering of services. Revenue involves a gross increase 

in assets or decrease in liabilities. Revenue may be recognized at the time of sale or service, during 

production, at the completion of production, and at the time of cash receipt. Long-term construction 

contracts may be accounted for under the percentage-of-completion method or the completed contract 

method. When a right of return exists, revenue may or may not be recognized, depending on the 

circumstances. The accounting treatment of warranty and maintenance contracts, contributions, and 

computer software is also discussed. 
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