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Topic 606 TEAE & DM SAE L HUNEE]
A Forward or a CGall Option

606-10-55-68 If an entity has an obligation or a right to repurchase the asset (a forward or a call
option), a customer does not obtain control of the asset because the customer is limited in its ability to
direct the use of, and obtain substantially all of the remaining benefits from, the asset even though the
customer may have physical possession of the asset. Consequently, the entity should account for the

contract as either of the following:

(a) A lease in accordance with Topic 842 on leases, if the entity can or must repurchase the asset for
an amount that is less than the original selling price of the asset unless the contract is part of a
sale and leaseback transaction. If the contract is part of a sale and leaseback transaction, the entity
should account for the contract as a financing arrangement and not as a sale and leaseback

transaction in accordance with Subtopic 842-40.
A Put Option

606-10-55-72 If an entity has an obligation to repurchase the asset at the customer’s request (a put
option) at a price that is lower than the original selling price of the asset, the entity should consider at
contract inception whether the customer has a significant economic incentive to exercise that right.
The customer’s exercising of that right results in the customer effectively paying the entity
consideration for the right to use a specified asset for a period of time. Therefore, if the customer has a
significant economic incentive to exercise that right, the entity should account for the agreement as a
lease in accordance with Topic 842 on leases unless the contract is part of a sale and leaseback
transaction. If the contract is part of a sale and leaseback transaction, the entity should account for the
contract as a financing arrangement and not as a sale and leaseback transaction in accordance with

Subtopic 842-40.
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