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customer—include,but-arenot-limited-to,—the following: In order to decide whether it is a

principal or an agent, an entity shall assess whether it controls each specified good or service

before it is transferred to the customer. In the assessment, the entity shall consider both (a)

whether it has the ability to direct the use of the specified good or service and (b) whether it has

the ability to obtain substantially all of the remaining benefits from the specified good or

service. Indicators that would assist the entity’s determination include, but not limited to, the

following:

(a) Indicators that would assist an entity to determine whether it has the ability to direct the use

of the specified good or service:

(i) the entity has the unconditional right to decide how to deploy the specified good or service

in its business activities (for example, the entity may have the ability to consume the

specified good or service for its own use or pledge it for other business purposes) or has

the right to restrict others from access the specified good or service. These rights are

typically evidenced by the entity’s legal title to the specified good or service.

Nevertheless, the entity does not usually have the ability to direct the use of the specified

good or service if it obtains the legal title only momentarily before the specified good or

service is transferred to the customer.-Z

(ii) the entity is primarily responsible for deciding the timing and manner in which the

specified good or service is deployed as part of its sales activities. This typically includes

the entity’s ability to decide when and how it will allocate the specified good or service as

part of its sales activities. If the entity is primarily responsible for making the decision,

this may indicate that the other party involved in providing the specified good or service

is acting on the entity’s behalf.

(iii) the entity has discretion in establishing prices for the specified good or service.
Establishing the price that the customer pays for the specified good or service may
indicate that the entity has the ability to direct the use of that good or service. However,
an agent can have discretion in establishing prices in some cases. For example, an agent
may have some flexibility in setting prices in order to generate additional revenue from

its service of arranging for goods or services to be provided by other parties to customers.

(b) Indicators that would assist an entity to determine whether it has the ability to obtain

substantially all of the remaining benefits from the specified good or service:

TRED THRESNTWAEESL BB HOI UL, FFESNIZMOENFTEENBERICBIE S LRI,
WENZ OENFTEMEZ BRI LOVERS L WIEEIZIE, BEEXNTLLEOMZLE L TR, |
DXSITEETHZLICRDOT, IR+ enEZz6N5,
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(i) the entity is primarily responsible for fulfilling—the promise—to—provide providing

assurance that the specified good or service complies with an agreed-upon specification.

service: The entity’s responsibility is typically demonstrated by its acceptance of the

responsibility to replace or repair a defective good that it has provided to a customer or

reperform a service to a customer when the service is found not to be in compliant with

the agreed-upon specification. If the entity is primarily responsible for fulfilling the

promise to provide the specified good or service, this may indicate that the other party

involved in providing the specified good or service is acting on the entity’s behalf.

(ii) the entity has inventory risk before the specified good or service has been transferred to a
customer or after that transfer (for example, on return). For example, if the entity obtains,
or commits to obtain, the specified good or service before obtaining a contract with the
customer, that may indicate that the entity has the ability to direct-the-use-of—and-obtain
substantially all of the remaining benefits from; the good or service before it is transferred

to the customer.

(iii) the entity is exposed to credit risk for the amount receivable from the customer in
exchange for the specified good or service. For example, if the entity is required to pay
the other party involved in providing the specified good or service regardless of whether
it obtains payment from the customer, this may indicate that the entity is directing the
other party to provide goods or services on the entity’s behalf. However, in some cases,
an agent may choose to accept credit risk as part of its overall service of arranging for the

provision of the specified good or service.
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