Summary of Significant Accounting Policies (Note 1 Shell)
	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]
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Note 1. Summary of Significant Accounting Policies
Nature of operations
[Entity Name] (the Company) [was incorporated in the State of [State] on [MM/DD/YYYY]]. The Company [describe products or services, customers and principal markets]. [The Company is organized as a [C corporation / S corporation / limited liability company / partnership].]
Basis of presentation
The accompanying financial statements are presented in accordance with accounting principles generally accepted in the United States of America (US GAAP). [The financial statements include the accounts of the Company and its [wholly owned / majority-owned] subsidiaries. All significant intercompany balances and transactions are eliminated.]
Use of estimates
Preparing financial statements in conformity with US GAAP requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities, the disclosure of contingent assets and liabilities at the date of the financial statements, and the reported amounts of revenues and expenses during the period. Significant estimates include [allowance for credit losses, inventory reserves, useful lives, impairment, revenue allocation, income taxes, fair value]. Actual results could differ from those estimates.
Cash and cash equivalents
The Company considers all highly liquid investments with an original maturity of [three months] or less at the date of purchase to be cash equivalents. [At times, cash balances at financial institutions exceed federally insured limits.] [Restricted cash of $[Amount] is held for [purpose] and is included in the total cash, cash equivalents and restricted cash in the statement of cash flows.]
Accounts receivable and allowance for credit losses
Accounts receivable are recorded at the invoiced amount and do not bear interest. The Company records an allowance for expected credit losses based on [historical loss experience by aging category, adjusted for current conditions and reasonable and supportable forecasts]. Balances are written off when [collection efforts are exhausted]. Allowance at [MM/DD/YYYY]: $[Amount].
Inventory
[Inventory is stated at the lower of cost and net realizable value, with cost determined using the [first-in, first-out / average cost] method.] [Inventory is stated at the lower of cost or market, with cost determined using the [last-in, first-out / retail inventory] method.] Reserves for excess and obsolete inventory are based on [method].
Property and equipment
Property and equipment are stated at cost less accumulated depreciation. Depreciation is computed using the [straight-line] method over the estimated useful lives: [buildings: [years]; machinery: [years]; furniture and fixtures: [years]; vehicles: [years]]. Leasehold improvements are amortized over the shorter of the useful life and the lease term. Repairs and maintenance are expensed as incurred.
Leases
The Company determines whether a contract is or contains a lease at inception. Operating and finance lease right-of-use assets and lease liabilities are recognized at the commencement date based on the present value of lease payments over the lease term, using [the rate implicit in the lease when known, otherwise [the Company’s incremental borrowing rate / a risk-free rate, as elected]]. [The Company has elected not to recognize leases with a term of 12 months or less on the balance sheet.] [The Company has elected not to separate lease and nonlease components for [asset classes].]
Goodwill and intangible assets
Goodwill is not amortized. [The Company tests goodwill for impairment annually as of [date] and when events indicate the carrying amount of a reporting unit may exceed its fair value.] [Private company alternative: goodwill is amortized on a straight-line basis over [ten years / a shorter period that is more appropriate], and tested for impairment when a triggering event occurs.] Finite-lived intangible assets are amortized over their estimated useful lives of [years] and reviewed for impairment when events indicate the carrying amount may not be recoverable.
Revenue recognition
The Company recognizes revenue when control of promised goods or services transfers to customers, in an amount that reflects the consideration the Company expects to receive. [Product sales: revenue is recognized at [shipment / delivery].] [Services: revenue is recognized [over time as services are performed / at a point in time].] [Contracts with multiple performance obligations allocate the transaction price based on standalone selling prices.] Payment terms are [net [days]]. [Contract liabilities of $[Amount] represent amounts billed in advance of performance.]
Income taxes
[C corporation: The Company accounts for income taxes using the asset and liability method. Deferred tax assets and liabilities reflect the future tax effect of temporary differences and carryforwards. A valuation allowance reduces deferred tax assets when it is more likely than not that some portion will not be realized. The Company recognizes the benefit of an uncertain tax position only when it is more likely than not to be sustained on examination.] [Pass-through entity: The Company is not a taxpaying entity for federal income tax purposes. Its owners report their share of income and loss on their own returns. [State-level entity taxes of $[Amount] are recorded as expense.]]
Fair value measurements
The Company measures [financial instruments] at fair value using a hierarchy based on the inputs used: Level 1 (quoted prices in active markets for identical assets), Level 2 (other observable inputs) and Level 3 (unobservable inputs). The carrying amounts of cash, receivables and payables approximate fair value because of their short maturity. [The fair value of long-term debt approximates its carrying amount because the rates are variable / is $[Amount].]
Concentrations
[One customer accounted for [percent]% of revenue for the year and [percent]% of accounts receivable at [MM/DD/YYYY].] [Purchases from one vendor were [percent]% of total purchases.]
Subsequent events
The Company evaluated subsequent events through [MM/DD/YYYY], the date the financial statements were [available to be issued / issued]. [No subsequent events requiring recognition or disclosure were identified.] [Describe events.]
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