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7 Revised Estimates
83 Revisions in revenue, cost, and profit estimates or in measurements of the extent of
progress toward completion are changes in accounting estimates as defined in APB Opinion
No. 20, Accounting Changes. That opinion has been interpreted to permit the following two
alternative methods of accounting for changes in accounting estimates:
Cumulative Catch-up. Account for the change in estimate in the period of change so
that the balance sheet at the end of the period of change and the accounting in
subsequent periods are as they would have been if the revised estimate had been the
original estimate.
Reallocation. Account for the effect of the change ratably over the period of change in
estimate and subsequent periods.

Although both methods are used in practice to account for changes in estimates of total
revenue, total costs, or extent of progress under the percentage-of-completion method, the
cumulative catch-up method is more widely used. Accordingly, to narrow the areas of
differences in practice, such changes should be accounted for by the cumulative catch-up
method.
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