ASC 606 Contract Modification Memo
	Client: [Client Name]
	Period end: [MM/DD/YYYY]

	Prepared by: [Initials] Date: [MM/DD/YYYY]
	Reviewed by: [Initials] Date: [MM/DD/YYYY]

	W/P reference: [Ref]
	Engagement: [Audit / Review / Compilation]



[Drafting note, delete before filing: Draft for professional judgment. Tailor it to the entity and to your firm’s methodology, and have legal counsel review it where needed. It is not legal advice and does not by itself show compliance with professional standards. A modification is a change in scope or price, or both, approved by the parties. Document the approval date. If the parties dispute scope, account for the change only when the dispute resolves into an enforceable change in rights.]
1. Modification summary
	Item
	Entry

	Customer and original contract
	[Customer] · [Contract number] · [MM/DD/YYYY]

	Modification and approval date
	[Amendment number] · [MM/DD/YYYY] · approved by [Names]

	What changed
	[Added goods or services / removed goods or services / price change / term change]

	Price change
	[Increase or decrease of $[Amount]]

	Reporting period affected
	[Period]



2. Facts and sources
	Fact
	Source
	Inspected or inquired
	Ref

	[Original terms and performance obligations]
	[Contract]
	[Inspected]
	[Ref]

	[Amendment terms]
	[Amendment]
	[Inspected]
	[Ref]

	[Obligations satisfied before the modification date]
	[Delivery records]
	[Inspected]
	[Ref]

	[Standalone selling prices at the modification date]
	[Price list / analysis]
	[Inspected]
	[Ref]



3. Has a valid modification occurred?
	Question
	Answer
	Evidence

	Has the contract change been approved in writing, orally, or by customary business practice?
	[Yes / No]
	[Ref]

	Does the change create or change enforceable rights and obligations?
	[Yes / No]
	[Ref]

	Is the price for an unapproved change estimable enough to treat as variable consideration until approval?
	[Yes / No / N/A]
	[Ref]



4. Decision path
	Step
	Test
	Result
	Treatment

	A
	Does the modification add distinct goods or services, and does the added price reflect the standalone selling price of those additions (adjusted for circumstances)?
	[Yes / No]
	Yes: account for it as a separate contract. The original contract is untouched.

	B
	If not A: are the remaining goods or services distinct from those already transferred?
	[Yes / No]
	Yes: treat as termination of the old contract and creation of a new one (prospective). Allocate the remaining original consideration plus the new consideration to the remaining obligations.

	C
	If not A and not B: are the remaining goods or services not distinct from those already transferred, forming part of a single performance obligation partially satisfied?
	[Yes / No]
	Yes: cumulative catch-up. Update the transaction price and progress measure; record the effect on revenue at the modification date.

	D
	Mixed: some remaining goods are distinct, some are not
	[Yes / No]
	Apply B to the distinct part and C to the part that is not.



Conclusion on the path: [A / B / C / D] because [rationale tied to the facts above].
5. Measurement
	Item
	Before modification (USD)
	After modification (USD)
	Change (USD)
	Ref

	Transaction price
	[Amount]
	[Amount]
	[Amount]
	[Ref]

	Revenue recognized to the modification date
	[Amount]
	[Amount]
	[Amount]
	[Ref]

	Percent complete or progress measure
	[%]
	[%]
	[Change]
	[Ref]

	Remaining consideration allocated to remaining obligations
	
	[Amount]
	
	[Ref]

	Contract asset or liability balance
	[Amount]
	[Amount]
	[Amount]
	[Ref]



Worked illustration with example numbers only: a service contract priced at $1,000 is 40% complete. A modification extends the scope with a non-distinct add-on and raises the price to $1,500. New progress is 32% of the revised total. Cumulative revenue after the change is $480, so the entry at the modification date records $80 of additional revenue. Replace with the entity’s figures.
6. Journal entries
	Entry
	Account
	Debit (USD)
	Credit (USD)
	Support ref

	1. Cumulative catch-up (path C)
	[Contract asset or receivable / Revenue]
	[Amount]
	[Amount]
	[Ref]

	2. Reallocate contract liability to remaining obligations (path B)
	[Contract liability / Contract liability by obligation]
	[Amount]
	[Amount]
	[Ref]

	3. Record new contract (path A)
	[Receivable / Contract liability or revenue]
	[Amount]
	[Amount]
	[Ref]



7. Related items
1. Costs to fulfill or obtain the modified contract: [Capitalize / expense]
1. Credit loss assessment of the added receivable: [Conclusion]
1. Tax effect and deferred tax: [Conclusion]
1. Disclosure of the judgment on modification accounting: [Text]
Conclusion
[State the path followed, the basis, the amounts recorded, and the periods affected.]
Preparer and reviewer sign-off
	Role
	Name
	Signature or initials
	Date
	Extent of review

	Prepared by
	[Name]
	[Initials]
	[MM/DD/YYYY]
	Not applicable

	Reviewed by (senior / manager)
	[Name]
	[Initials]
	[MM/DD/YYYY]
	[Full / selected items]

	Reviewed by (partner or controller)
	[Name], CPA
	[Initials]
	[MM/DD/YYYY]
	[Full / significant matters and judgments]



Free template from CORAA (coraa.ai/us/templates). Draft for professional judgment: adapt it to the engagement and your firm’s methodology, have legal counsel review where needed, and check it against current AICPA, FASB and other applicable requirements before use.
