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On Realization Criteria and Income Assembling Center

Yeh Tze

The realization concept is the basis of income determination. A variety of opinions exist
in respect to the criteria of realization. It may be ascertained, in the light of analysis made in
this article, that

(1) In most types of business the market transaction criterion is the most pertinent;

(2) In such cases as magazine publications, and long-term loans, long-term leases, etc.,
for which both the character of the service to be rendered and the total amount of revenue
can be qﬁite certainly determined in advance, the extent of service performed is the most
suitable test of income realization;

(3) In the cases of long-term construction, timber growth, and liquor aging, periodic
income determination, either on the percentage-of-completion basis or on the completed-
contract basis, can result in no figures adequale and reasonable enough for reflecting short-
run operating performance, except that presumably satisfactory conditions for periodic cutting
of income stream—as in the case of a cost-plus contract—exist. This dfficulty can be avoided
by substituting the “segmental income” concept for the periodic income convention. The
“segmental income” determination, though differing from the conventional way of determining
income, can be incorporated in the framework of the prevailing generally accepted basic
accounting principles. In these. particular situations, the suggested concept will be more effective
in fulfilling the requirements of such doctrines of accounting as matching, objectivity, certainty,

conservatism, and adequatc disclosure.



