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IMPACT OF AUDIT QUALITY ON ACCOUNTING POLICY DISCLOSURES:

IMPLICATONS ON REVENUE RECOGNITION POLICY
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Revenue Recognition Policy

Discussion paper (Financial Accounting Series, 2008) published by FASB on Revenue

recognition states that; Revenue is a crucial part of an entity’s financial statements.

Capital providers use an entity’s revenue when analyzing the entity’s financial position

and financial performance as a basis for making economic decisions”. For this reason,
corporate executives are under significant pressure to aggressively recognize revenue.
Financial engineering with respect to revenue is also used to meet market expectations,
obtain better contracting costs, meet financial covenants, and capture higher market
capitalization (Altamuro, Beatty, and Weber, 2002). For some industries, gross margins
and sales are the key metrics used to assess a company's prospects and performance
(Chlala and Landry, 2003). The pressure on executives to increase revenue emphasizes
the importance of revenue, and the pressure brought on professional judgment in this

area.
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