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What Your CFO Wishes You Knew

Laura Rossi, Donal Antil & Clay Scheitzach

Cont ract ing Considerat ions:
 Key cust omer cont ract  t erms t o discuss:

 Underst anding t he cl ient  (Who,  where,  credit  r isk,  credit  
ext ension)

 Bil l ing t erms

 Days t o col lect ion

 Bil l ing processes (deviat ion f rom st andard process)

 Impact  of  receivable age & who monit ors and pursues 

 Discuss l ien f i l ing or securit izat ion process 

 Minimum volume/ revenue commit ment s

 Most  favored cust omer clauses

 Subcont ract ing/ vendor agreement s

 Flowdowns

 Bil l ing t erms
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Lit igat ion Considerat ions

 Reserve?  Account ing St andards Codif icat ion §450-20-25-2 (old FAS 
5)

An est imat ed loss f rom a loss cont ingency shal l  be accrued by a 
charge t o income if  both of  t he fol lowing condit ions are met :

a.  Informat ion available before t he f inancial st at ement s are issued or are 
available t o be issued (as discussed in Sect ion 855-10-25) indicat es t hat  i t  is 
probable t hat  an asset  had been impaired or a liability had been incurred at  
t he dat e of  t he f inancial st at ement s.  Dat e of  t he f inancial st at ement s means 
t he end of  t he most  recent  account ing period for which f inancial st at ement s 
are being present ed.  It  is impl icit  in t his condit ion t hat  i t  must  be probable 
t hat  one or more fut ure event s wil l  occur conf irming t he fact  of  t he loss.

b. The amount  of  loss can be reasonably estimated.

 Disclosure? (ASC §450-20-50) 

 unfavorable outcome is probable,  but you cannot reasonably 
estimate the amount,  

 unfavorable outcome is reasonably possible

Loss Cont ingency Analysis

Likelihood of Loss
Loss Reasonably 

Estimable
Outcome

Probable Yes
Accrue & Disclose (if  

mat erial)

Probable No Disclose (if  mat erial)

Reasonably Possible Yes or No Disclose (if  mat erial)

Remote Yes or No No Act ion

Probable – when t he fut ure event  is l ikely t o occur.  

Reasonably Possible – when t he chance of  t he fut ure event  or event s occurring is more t han 

remot e but  less t han l ikely.  

Remot e – when t he chance of  t he fut ure event  or event s occurring is sl ight .
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