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“Consequently, unless that condition exists, an entity shall not consider decisions
that are predetermined before the period of use. For example, if a customer is able
only to specify the output of an asset before the period of use, the customer does
not have the right to direct the use of that asset. The ability to specify the output in
a contract before the period of use, without any other decision-making rights
relating to the use of the asset, gives a customer the same rights as any customer
that purchases goods or services.

> >> > Protective Rights

842-10-15-23 A contract may include terms and conditions designed to protect the
supplier's interest in the asset or other assets, to protect its personnel, or to ensure
the supplier's compliance with laws or regulations. These are examples of
protective rights. For example, a contract may specify the maximum amount of use
of an asset or limit where or when the customer can use the asset, may require a
_customer to follow particular operating practices, or may require a customer to
inform the supplier of changes in how an asset will be used. Protective rights
typically define the scope of the customer’s right of use but do not, in isolation,
prevent the customer from having the right to direct the use of an asset.

> >> > How and for What Purpose an Asset Is Used

842-10-15-24 A customer has the right to direct how and for what purpose an asset
is used throughout the period of use if, within the scope of its right of use defined
in the contract, it can change how and for what purpose the asset is used
throughout that period. In making this assessment, an entity considers the
decision-making rights that are most relevant to changing how and for what
purpose an asset is used throughout the period of use. Decision-making rights are
relevant when they affect the economic benefits to be derived from use. The
decision-making rights that are most relevant are likely to be different for different
contracts, depending on the nature of the asset and the terms and conditions of
" the contract.

842-10-15-25 Examples of decision-making rights that, depending on the
circumstances, grant the right to direct how and for what purpose an asset is used,
within the defined scope of the customer’s right of use, include the following:

a. The right to change the type of output that is produced by the asset (for
example, deciding whether to use a shipping container to transport goods
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or for storage, or deciding on the mix of products sold from a retail unit) .

b. The right to change when the output is produced (for example, deciding
when an item of machinery or a power plant will be used)

c. The right to change where the output is produced (for example, deciding
on the destination of a truck or a ship or deciding where a piece of
equipment is used or deployed)

d. The right to change whether the output is produced and the quantity of
that output (for example, deciding whether to produce energy from a
power plant and how much energy to produce from that power plant).

17



