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1 PROPÓSITO
La presente política establece los estándares y procedimientos de Geokinetics Inc. y sus subsidiarias (en lo sucesivo “Geokinetics”, la Empresa)) para el reconocimiento de ingreso respeto de todos los proyectos realizados por la Empresa, ya sea en forma individual o conjuntamente con otra organización, con el fin de asegurar que el ingreso de la venta de productos y servicios de la Empresa se registra de manera exacta, completa, oportuna y consistentemente dentro del período contable respectivo y de conformidad con los Principios de Contabilidad Generalmente Aceptados (en lo sucesivo los “PCGA’s”) en los Estados Unidos de Norteamérica. 
2 RESPONSABLE
El Vicepresidente y Director de Contabilidad (“CAO”, por sus siglas en inglés: President and Chief Accounting Officer) de Geokinetics, es el responsable de la administración general de esta política. Los Contralores Regionales y Contralores Nacionales son los responsables del cumplimiento con los requerimientos establecidos en esta política dentro de su Empresa o división.

Cualquier cambio a la presente política debe ser enviado al CAO para su revisión y aprobación y obtener la aprobación final del Director de Finanzas (“CFO”,por sus siglas en inglés: Chief Financial Officer).
3 INSTRUCCIONES DE APLICACIÓN                                                                                                                                                                                                                    

Revenue-earning activities involve delivering or producing goods, rendering services, or other activities that constitute its ongoing major operations.  Revenue recognition involves consideration of two factors, a) being realized or realizable and b) being earned.

Revenues are not recognized until earned. Revenues are considered to have been earned when the Empresa has substantially accomplished what it must do to be entitled to the benefits represented by the revenues. 
Revenue generally is earned and realized or realizable when all of the following criteria are me
 :

1. There is persuasive evidence that an arrangement with customers exists.  Examples of persuasive evidence include written agreements and purchase orders from third-parties.

2. Delivery has occurred or services have been rendered. 

a. Delivery generally is not considered to have occurred unless the customer has taken title and assumed the risks and rewards of ownership of the products specified in the customer's purchase order or sales agreement. 

b. After delivery of a product or performance of a service, if uncertainty exists about customer acceptance, revenue should not be recognized until acceptance occurs.

3. The seller's price to the buyer is fixed or determinable. 

a. A Empresa's contracts may include customer cancellation or termination clauses that may be indicative of a demonstration period or an otherwise incomplete transaction. 

b. The sales price in arrangements that are cancelable by the customer are neither fixed nor determinable until the cancellation privileges lapse.

c. If the cancellation privileges expire ratably over a stated contractual term, the sales price is considered to become determinable ratably over the stated term. 

4. Collectability of revenue is reasonably assured.

The intent of these four conditions is to provide criteria that must be consistently evaluated to determine when revenue is both earned and realizable.

In certain rare situations Geokinetics’ service arrangement may involve the performance of more than one specified act.  As such the arrangement should be analyzed as a multiple element arrangement to determine if each act should be treated as a separate element for accounting purposes. If the number of acts is unspecified, revenues should be recognized on a straight-line basis over an appropriate period, unless there is evidence that some other method better represents the pattern of performance.

4 DEFINICIONES
· Geokinetics’ Products and Services: Geokinetics provides an integrated suite of seismic data solutions to the global oil and gas industry as follows:

1. Seismic Data Processing and Interpretation Services:  Are seismic data processing and interpretation services performed in operating centers in Houston, Texas and London, England that are provided to the oil and natural gas industry.  Such services constitute a minor portion of Geokinetics’ revenue (approximately 1.5% as of the date of this policy).

2. Seismic Data Acquisition Services:  Are revenue generating services for conducting geophysical surveys for clients on either contractual basis or in a multi- client environment.

(i) Contractually Based Services: the business is mostly obtained through competitive bidding. Geokinetics enters into cancellable agreement with the client that is either on “Turnkey” or “Term” basis or a combination of the two.  Under this type of sale, the client generally acquires all rights to the seismic data obtained through a survey.     

(a)  Turnkey Contracts: Are contracts that are based on a defined amount and scope of work that is requested by the client and provided by Geokinetic for an agreed upon fixed price.  Any extra work outside the defined scope in the agreement is subject to client’s approval and is billed separately.
(b) Term Contracts: Term contracts are contracts that are typically rate based set pricing on a per square mile basis of a specified survey area.

(c) Combination Contracts: Are contracts that combine different pricing elements such as a term rate contracts with bonus incentives for early completion or achievement of certain performance metrics to maximize the economic incentives for both Geokinetic and the client.

(ii) Multi-client Services:  The business is obtained in a structure which allows clients to share the costs of seismic data acquisition, whereby, Geokinetic typically sets the specifications of the program (with some input from clients), handles all aspects of the seismic data acquisition and maintains ownership of the seismic data and its corresponding revenue stream. The seismic data sets acquired through multi-client shoots environment are included in the Empresa’s Multi-client Seismic Data Library.  Multi-client revenue is generated either by prefunding arrangements or late sales  as defined below: 

(a) Prefunding-commitments: Are prefunded commitments by clients for a particular multi-client seismic shoot.  Prefunding-commitments are contractual obligations whereby the client (one or more) funds in advance of the Empresa’s delivery of seismic data a large portion of the price; typically no less than 80% of the cost of  seismic data within a specific survey.  The terms of the license typically set pricing on a per square mile basis, specify a defined survey area and include limitations on transferability of the underlying data.  In return for these prefunding-commitments, the customer gains the ability to direct or influence the project specifications, to access data as it is being acquired and to pay discounted prices.  Geokinetic retains the ownership of the seismic data acquired and included in its multi-client library. Additionally, the data remains available for future licensing as late sales. Such sales arrangements are either entered into by Geokinetic in its owns individual capacity or in conjunction with a Partner Organization Such as GPI; in which case the Empresa shares the ownership of the seismic data and the future Late Sales. 

(b) Late-Sales: A Late Sale (also referred to as off-the-shelf sale) is the sale of licenses to clients at a fixed and determinable price on a non-exclusive basis to acquire a copy of data of a specifically defined portion of the multi-client data library from a project that has already been completed by Geokinetic.  Such sales are typically transferable only under certain conditions, and only upon payment of a specified transfer fee.  On granting the license, the customer is entitled to have access to a specifically defined portion of the multi‑client data library.  Our customer’s license payment is fixed and determinable and typically is required at the time that the license is granted.  Late Sales arrangements are entered into by Geokinetic in its owns individual capacity or in conjunction with a Partner Organization Such as GPI; in which case the Empresa shares the ownership of the seismic data and the future Late Sales. 

· Multi-client Seismic Library: Geokinetic fully or partially owned seismic data (surveys) obtained from completed past projects and are available for sale to clients on a non-exclusive license basis.  As of March 31, 2011, Geokinetic’s Multi-client Library consisted of approximately 201,000 recording channels.

· Late Sale with Partner Organization:  Is a Late Sale that is provided in conjunction with a Partner Organization “PO” such as partners like PGI. Typically, the PO is the party that submits the request for the survey data on behalf of the ultimate client. 

· Pre- funders: A Pre-Funder is a client (usually one of many) that provides Geokinetic with funding before work on the project commences

· Master Service Agreement: Are agreements that are entered into by Geokinetic with its   clients.  These agreements specify payment terms, establish standards of performance and allocate certain operational risks through indemnity and related provisions and are supplemented on a project-by-project basis with pricing terms and other project-specific terms.  

· Supplemental Agreements: Are addendums to Master Agreements that are entered into for specific terms to change, modify and update terms included in the Master Agreement on project by project basis.  
· GPI: A Partner Organization with Geokinetics for certain seismic projects whereby the estimated cost of the project which is based on bid price is shared on a 50/50 basis.  The benefit of a lower actual cost than the bid price accrues to Geokinetics’ account and the detriment of a higher actual cost than the bid price is charged to Geokinetic’s account. Revenue is shared on a 55/45 basis to GPI and Geokinetics, respectively, until GPI recovers its investment.  Thereafter, revenue is shared on a 50/50 split. 

· Nonmonetary Exchanges of Surveys: Licenses to surveys or the surveys that may be periodically exchanged /traded to other parties in exchange for other surveys to which the Empresa did not previously have access.

5 POLÍTICA
Geokinetics operating revenues are recognized when services are rendered and products are delivered or are ready for delivery and the customer assumes the risks and rewards of ownership based upon persuasive evidence of an existing arrangement; a service contract, purchase order or other convincing evidence, with the client that includes fixed or determinable prices, provided that collectibility is reasonably assured.  Geokinetic’s revenue recognition policy as it specifically relates to the products and services as defined in Geokinetics’ Products and Services above are as follows:

1. Revenue generated by Seismic Processing and interpretation Services [4.1] above is  recognized when the interpretation and processing work is completed in accordance with the term of the respective arrangement and the data has been delivered or is available for delivery. Provided that that collection of the fee is reasonably assured.  

2. Revenue generated by Seismic Data Acquisitions Services that is derived from Contractually Based Services [4. 2/ (i) / (a), (b) & (c)], for both Turnkey and Term Contracts, is recognized on output measures as work is performed.  Under this method we recognize revenue based upon quantifiable measures of progress, such as square miles or linear kilometers acquired.  Our turnkey or term contracts generally do not contain cancellation provisions that would prevent us from being compensated for work performed prior to cancellation due to work not being met or work not being performed within a particular timeframe.  When clients are billed in advance of work performed, we recognize the advance billing as deferred revenue.

3. Revenue generated by Seismic Data Acquisitions Services that are derived from Contractual Based Services [2/ (ii), (a)]; Multi-client Services- Pre-funding Commitments, is recognized as the services are performed on a proportional performance basis usually determined by comparing the completed square miles of a seismic survey to the total survey size, unless specific facts and circumstances warrant another measure and provided that all other revenue recognition criteria are satisfied.

4. Revenue generated by Seismic Data Acquisitions Services that are derived from Contractually Based Services [2/ (ii), (b); Multi-client Services- Late Sales, is recognized when a customer executes a valid license agreement for a fixed and determinable fee, receives the underlying data or has the right to access the licensed portion of the data and collection is reasonably assured.  Payments for licenses are typically required at the time of granting the license.  If the licensed survey is physically delivered to the customer, but the license term has not yet begun, revenue should not be recognized prior to inception of the license term
. 

5. Revenue generated by Seismic Data Acquisitions Services that are derived from joint efforts with our Partner Organization is recognized in a manner similar to those outlined in 1 through 3 depending on the type of the sale.  (Note presently such sales are recognized when the data is delivered to the ultimate client).
6. With respect to contracts where the customer pays separately for the mobilization of equipment, we recognize such mobilization fees as revenue during the performance of the seismic data acquisition, using the same performance method as for the acquisition work. See Mobilization /Demobilization for detail.

7. Revenue received for certain third party charges under the terms of the service contracts that are billed to customers are recognized on gross basis.  See Rebillable Costs Policy for detail. 

8. Advanced billings should be deferred and recognized when all revenue recognition criteria as provided in the guidance section are met.

9. In general, the accounting for nonmonetary transactions
 involving Nonmonetary Exchanges of surveys should be based on the fair values of the assets (or services) involved, which is the same basis as that used in monetary transactions.  Thus, the cost of a nonmonetary asset acquired in exchange for another nonmonetary asset is the fair value of the asset surrendered to obtain it, and a gain or loss shall be recognized on the exchange.  ASC 845-10-30-3 identifies exceptions to this general rule if any of the following conditions exist:

a. The fair value of neither the asset(s) received nor the asset(s) relinquished is determinable within reasonable limits
b. The transaction is an exchange of a product or property held for sale in the ordinary course of business for a product or property to be sold in the same line of business to facilitate sales to customers other than the parties to the exchange

c. The transaction lacks commercial substance 

If any of these conditions exist, a nonmonetary exchange shall be measured based on the recorded amount (after reduction, if appropriate, for an indicated impairment of value). (Note; A memo is to follow on this issue showing examples).

Exhibit A provides a Revenue Recognition Matrix with respect to the various types of products and Services provided by Geokinetics. 

REFERENCIAS CRUZADAS 
· FASB Accounting Standards Codification (“ASC”) Topic 605, Revenue Recognition
· SEC Staff Accounting Bulletin – Topic 13 – Revenue Recognition
· Mobilization/Demobilization Policy

· Rebillable Costs Policy

� SEC Staff Accounting Bulletin (“SAB”) 104, Revenue Recognition





� SAB Topic 13.A.3.d.


�  ASC 845-10-30-1
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