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of Accounting and Public Policy, Review of Financial Economics, Journal of Futures Markets,
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POST-IMPLEMENTATION PROJECTS

Credit Losses
●

●

●

Financial institutions, and users of their ﬁnancial statements, expressed
concern that GAAP restricted ability to record credit losses to only those
that were probable.
ASU No. 2016-13: Financial Instruments - Credit Losses aimed to provide
“more decision-useful information about the expected credit losses on
ﬁnancial instruments.”
GAAP changed from Incurred Loss Impairment Model to Current Expected
Credit Loss (CECL) Model.

Credit Losses

Expected losses
Criteria for recognition

(1)
(2)

OLD:
Incurred Loss Model

NEW:
CECL

Accounted for as a loss
contingency

Not accounted for as a loss
contingency

Probable to occur
Can be reasonably
estimated

Allows a company to apply any method
that reasonably captures its
expectation of credit losses

Credit Losses

Credit Losses
"We have to take this as a very serious red ﬂag that there really may be
something that has changed in the audit industry," said Lynn Stout, a professor
of corporate and securities law at the University of California, Los Angeles.
That's particularly the case with the valuation methods for companies' assets,
she said. "Companies rely on auditors to bless their valuation methods and
there's so much subjectivity," Ms. Stout said. "There's a real problem if we can't
rely on the valuations."

Credit Losses

Need to account for
credit losses?
HTM

Yes

AFS

Yes

TS

NO

Source: Spiceland, J.D., M.W. Nelson, and W.B. Thomas. 2020. Intermediate Accounting: Tenth Edition. McGraw-Hill, New York, NY. Page 649.

Credit Losses

Link

Credit Losses: Knowledge Check
https://forms.gle/qr3DJ9iYx3neSJyD8

Leases
●

The old leasing standards did not require companies to recognize assets
and liabilities arising from operating leases on the balance sheet.

●

The accounting on the lessee side of these transactions, in particular, was
heavily criticized by ﬁnancial statement users.

Leases
Transfer of
ownership?

Does the agreement specify that ownership of the asset
transfers to the lessee?

Purchase option?

Does this agreement contain a purchase option reasonably
certain to be exercised?

Significant portion
of useful life?

Is the lease term for the “major part” of the estimated
economic life of the asset?

Payments are
significant portion of
assets value?

Is the present value of the lease payments equal to or
greater than “substantially all” of the fair value of the asset?

Custom asset?

Is the asset of such a specialized nature that it is expected
to have no alternative use to the lessor at the end of the
lease term?

If any of these are true, the
lease is classiﬁed as a
sales-type/ﬁnance lease.

Leases

●

The old lease standard allowed lessees keep assets and liabilities off of
their balance sheet if the lease qualiﬁed as an operating lease.

●

ASU No. 2016-02 - Leases now requires a lessee, in an operating lease
arrangement, to record a Right-Of-Use Asset and Lease Payable. These
amounts are recorded at the present value of the lease payments.

Leases
Source

Leases: Knowledge Check-In
https://forms.gle/ULZRntYQ2xuZbTx7A

Revenue Recognition
●
●

The IASB and the FASB sought to converge their standards related to
revenue recognition.
Goals
a.
b.
c.
d.
e.

Remove inconsistencies and weaknesses in revenue requirements.
Provide a more robust framework for addressing revenue issues.
Improve comparability of revenue recognition practices across entities, industries,
jurisdictions, and capital markets.
Provide more useful information to users of ﬁnancial statements through improved
disclosure requirements.
Simplify the preparation of ﬁnancial statements by reducing the number of requirements to
which an entity must refer.

Revenue Recognition
●

The IASB and the FASB sought to converge their standards related to
revenue recognition.

●

ASU No. 2014-09 - Revenue from Contracts with Customers introduced in
2014. Became effective, for public entities, for annual reporting periods
beginning after December 15, 2016.

Revenue Recognition

Source: Spiceland, J.D., M.W. Nelson, and W.B. Thomas. 2020. Intermediate Accounting: Tenth Edition. McGraw-Hill, New York, NY. Page 278.

Revenue Recognition

Revenue Recognition

https://forms.gle/VZRTDZNJ89xKqmmk7

PRESENTATION & DISCLOSURE
PROJECTS

Disaggregation—Income Statement Expenses
February 2022
The Board decided to:
●
●

Revise the project objective, stating that the objective is to improve the
decision usefulness of business entities’ income statements through the
disaggregation of certain expense captions.
Establish a project scope that includes the following expense captions: (a)
selling, general, and administrative expenses, (b) cost of services and other
cost of revenues, and (c) cost of tangible goods sold.

Disclosure Improvements in Response to the
SEC’s Release on Disclosure Update and
Simpliﬁcation
March 2019
The Board decided to incorporate the following referred disclosures into the
Codiﬁcation for all entities: foreign currency, derivative accounting policies,
technical correction for investment companies, real estate investment trusts,
consolidations, assets subject to liens, preferred shares, repurchase and
reverse repurchase agreements, earnings per share in interim periods, changes
in reporting entity in interim periods, common control transactions in interim
periods, products or services, oil- and gas-producing activities, and debt.

Disclosure of Supplier Finance Program
Obligations
September 2021
The Board decided that the buyer should disclose a rollforward of the amount
conﬁrmed by the buyer that is outstanding at the end of the reporting period.

Segment Reporting
April 2022
Applying the Signiﬁcant Expense Principle to Gross Interest Expense for Financial Operations Segments
Topic 280, Segment Reporting, currently allows a public entity to disclose only net interest revenue for a ﬁnancial operations segment when a majority of the segment’s
revenues are from interest and the CODM primarily relies upon net interest revenue to assess segment performance. The Board decided that the proposed Update
would require a ﬁnancial operations segment that discloses net interest revenue to also disclose gross interest expense if that information meets the requirements for
disclosure under the signiﬁcant expense principle.
Reconciliation of Signiﬁcant Segment Expenses to Consolidated Expense Amounts
The Board decided not to require the total of the reportable segments’ amount for each signiﬁcant expense category disclosed under the principle to be reconciled to its
corresponding consolidated amount.
Other
The Board also discussed the feedback received speciﬁc to the segment reporting project through the 2021 Invitation to Comment, Agenda Consultation.

RECOGNITION & MEASUREMENT:
BROAD PROJECTS

Identiﬁable Intangible
Assets and
Subsequent
Accounting for
Goodwill

Issue
Post-Implementation Review of FASB Statement No. 141, Business
Combinations (2013) highlighted concerns about the cost to
perform goodwill impairment testing.
Invitation for comment
Comment letters debated:

Objective: Revisit
subsequent accounting for
goodwill and identiﬁable
intangible assets.

●
●
●
●
●
●

The conceptual nature of goodwill,
recent amendments to the subsequent accounting for
goodwill (i.e., step 0 qualitative screen; elimination of step 2),
subsequent accounting for goodwill (i.e., impairment only vs.
amortization models),
potential changes to impairment testing,
comparability, and
disclosures.

Tentative decisions reached

Identiﬁable Intangible
Assets and
Subsequent
Accounting for
Goodwill
Objective: Revisit
subsequent accounting for
goodwill and identiﬁable
intangible assets.

JUL-2020

Decision to explore adding amortization to goodwill impairment model.

DEC-2020

Decision: Goodwill should be amortized on a straight-line basis with a
10-year default period.

APR-2021

Discussion of staff research on (1) an entity subsuming certain
identifiable intangible assets in a business combination into goodwill
and (2) factors to be considered when using a useful life other than the
default 10-year period.

JAN-2022

Discussion of the level (reporting unit, operating segment) at which
goodwill impairment testing should be conducted in an
impairment-with-amortization model. Board preference for retaining
reporting unit level.

MAR-2022

Board prefers to include reorganization goodwill, goodwill at a
subsidiary, and equity method goodwill within the scope of subsequent
accounting guidance for goodwill.
Board also prefers that an entity subsume customer relationships into
goodwill if they are not separately identifiable.

MAY-2022

Board prefers that goodwill amortization be presented in the same
location as goodwill impairments in the income statement and not in
OCI.

RECOGNITION & MEASUREMENT:
NARROW PROJECTS

Issue

Accounting for and
Disclosure of Digital
Assets

The FASB has worked to improve its agenda prioritization and, in
response to these efforts, it has added a project to its agenda
related to digital assets.
The FASB will explore the accounting for:
●
●

Exchange-traded digital assets and
exchange-traded commodities.

Objective: The objective of this project
is to improve the accounting for and
disclosure of certain digital assets.

Developments
MAY-2022

Project added to technical agenda to address
accounting for exchange-traded digital assets only.
The board will consider potential scope alternatives
for digital assets at future meetings.

Issue

Accounting for
Environmental Credit
Programs
Objective: The objective of this project
is to improve the recognition,
measurement, presentation, and
disclosure requirements for
participants in compliance and
voluntary programs that result in the
creation of environmental credits and
for the nongovernmental creators of
environmental credits.

Accounting for regulatory credits.
MAY-2022

Project added to technical agenda on the recognition,
measurement, presentation, and disclosure requirements
related to environmental credits. These credits include:
1.
2.
3.
4.

Those created under compliance programs, such as
cap and trade and baseline allowance programs
Renewable energy credits/certificates
Renewable identification numbers
Carbon offset credits.

The Board decided that the preliminary scope of the
project is environmental credits that are legally
enforceable and can be traded. The Board also decided
that the scope of the project excludes the accounting for
tax credits, tax incentives, or investments in renewable
energy structures or entities (such as partnerships).

Codiﬁcation
Improvements (next
phase)
Objective: The objective of this project
is to provide regular updates and
improvements to the FASB Accounting
Standards Codiﬁcation® on the basis
of feedback received from
stakeholders.

Issue
The Codiﬁcation’s Notice to Constituents describes the procedure
for feedback submissions, which includes the staff analyzing and
processing the submissions and any changes in an Accounting
Standards Update.
On November 10, 2010, the acting FASB chairman added a standing
project to the FASB’s agenda to address feedback received from
stakeholders about the Codiﬁcation.
This perpetual project will facilitate Codiﬁcation updates for
technical corrections and clariﬁcations and eliminate the need for
periodic agenda requests.

Issue

Codiﬁcation
Improvements —
Hedge Accounting
Objective: The objective of this project
is to make Codiﬁcation improvements
related to issues discussed at the
February 14, 2018 and March 28, 2018
Board meetings, as well as other
issues raised by stakeholders.

On August 28, 2017, the FASB issued Accounting Standards Update
No. 2017-12, Derivatives and Hedging (Topic 815): Targeted
Improvements to Accounting for Hedging Activities, which made
targeted improvements to the hedge accounting model with the
objective of improving the ﬁnancial reporting of hedging
relationships to better portray the economic results of an entity’s risk
management activities in its ﬁnancial statements.
FEB-2018

The Board asked the staff to research the use of the
term “prepayable” under the shortcut method
guidance.

MAR-2018

The Board asked the staff to obtain external review
feedback on Codification improvements to clarify the
Board’s intent related to the change in hedged risk
guidance for cash flow hedges in paragraph
815-30-35-37A.

Codiﬁcation
Improvements —
Hedge Accounting
Objective: The objective of this project
is to make Codiﬁcation improvements
related to issues discussed at the
February 14, 2018 and March 28, 2018
Board meetings, as well as other
issues raised by stakeholders.

Future

Potential Codification improvements to clarify the
Board’s intent regarding the contractually specified
component guidance.

Future

Potential Codification improvements to align the
recognition and presentation of hedging relationships
in which a foreign-currency-denominated debt
instrument that is designated as the hedging
instrument in a net investment hedge and the hedged
item in a fair value hedge of interest rate risk (a dual
hedge) to that before the amendments in Update
2017-12 were issued.

EITF 21-A,
Accounting for
Investments in Tax
Credit Structures
Using the
Proportional
Amortization Method
Objective: The objective of this project
is to consider whether the proportional
amortization method of accounting
should be expanded to investments in
tax credit structures beyond
low-income housing tax credit (LIHTC)
investments.

The Task Force tentatively concluded that the proportional
amortization method of accounting should be expanded to all tax
credit investments that meet the criteria in paragraph 323-740-25-1.
Additionally, the Task Force tentatively concluded that:
1.

The proportional amortization method accounting policy
election should apply to all tax credit investments that meet the
criteria in paragraph 323-740-25-1. That is, an entity could elect
to apply the proportional amortization method to all tax credit
investments that meet the criteria in paragraph 323-740-25-1 or
to no tax credit investments that meet the criteria in paragraph
323-740-25-1.

2.

The criteria in paragraph 323-740-25-1(a), (b), and (c) should be
retained with no additional clariﬁcation to those criteria.

3.

The criterion in paragraph 323-740-25-1(aa) should be retained
with a clariﬁcation that in multitiered structures the criterion
would be evaluated in relation to the operations of the
underlying project.

Fair Value
Measurement of
Equity Securities
Subject to
Contractual Sale
Restrictions
Objective: The objective of this project
is to reduce diversity in practice on
measuring the fair value of equity
securities that are subject to
contractual sale restrictions. The
project was previously limited to the
effect of underwriter restrictions on
fair value measurement.

Scope: All equity securities subject to any contractual sale
restriction.
Measurement: Any contractual sale restriction on the sale of an
equity security (1) should not be part of the unit of account and
therefore would not be considered a characteristic of the asset and
(2) would not be incorporated into measuring the fair value of the
equity security.
Disclosure: (1) Nature and duration of the restriction, (2)
circumstances that could cause a lapse in the restriction, and (3)
the fair value of the equity securities subject to contractual sale
restrictions.
Effective date: Fiscal years beginning after December 15, 2023.

Financial Instruments—Credit Losses (Topic
326)—Acquired Financial Assets
February 2022
The Board decided to amend the accounting for acquired assets to eliminate
the distinction between purchased credit deteriorated (PCD) and non-PCD
assets. The Board decided to apply the PCD accounting model for acquired
assets, with certain exceptions.

Improving the Accounting for Asset Acquisitions
and Business Combinations
May 2021
The Board directed the staff to bring the following issues to future Board meetings in sequence:
1.
2.

3.

The initial and subsequent accounting for contingent consideration in a business combination
(including a summary and analysis of outreach with private company stakeholders)
The initial and subsequent accounting for contingent consideration in an asset acquisition,
including additional analysis on what is included and excluded from the scope of that guidance
(including a summary and analysis of outreach with private company stakeholders)
Interaction with the derivatives and other ﬁnancial instruments guidance.

Joint Venture Formations
October 2021
The Board decided to:
1.
2.

Prohibit a joint venture from applying the measurement period guidance in accordance with Subtopic 805-10 to the
amounts recognized upon formation.
Require a joint venture to disclose the following information in the period of formation to enable users of its
ﬁnancial statements to evaluate the nature and ﬁnancial effect of the joint venture formation:
a.
b.
c.
d.
e.
f.

The formation date
A description of the purpose for which the joint venture was formed (for example, to share risks and rewards in developing a new market,
product, or technology; to combine complementary technological knowledge; or to pool resources in developing production or other facilities)
The formation-date fair value of the joint venture as a whole
A description of the recognized assets and businesses acquired by the joint venture
The amounts recognized by the joint venture for each major class of assets and liabilities as a result of accounting for its formation, either on
the face of the ﬁnancial statements or in notes
A qualitative description of the factors that make up the goodwill recognized, such as expected synergies from combining operations of the
contributed assets or businesses, intangible assets that do not qualify for separate recognition, or other factors.

Reference Rate Reform—Deferral of the Sunset Date of
Topic 848 and Amendments to the Deﬁnition of the
Secured Overnight Financing Rate (SOFR) Overnight Index
Swap Rate
March 2022
The Board decided to:
1.
2.

3.

Modify the scope of the project to include an amendment to the deﬁnition of SOFR Swap Rate
Amend the deﬁnition of SOFR Swap Rate so that any swap rate based on SOFR meets the
deﬁnition and, therefore, qualiﬁes as a benchmark interest rate for purposes of applying hedge
accounting
Aﬃrm the decisions made at the December 15, 2021 Board meeting that the proposed
amendments would be effective immediately upon the issuance of a ﬁnal Accounting Standards
Update and applied prospectively and that the comment letter period would be 45 days.

RESEARCH PROJECTS

Accounting for and Disclosure of Intangibles
April 2022
This research project will consider potential ways to improve the accounting for
and disclosure of intangibles, including software costs, internally developed
intangibles, and research and development.

Accounting for Exchange-Traded Commodities
May 2022
This research project will explore accounting for and disclosure
exchange-traded commodities.

Accounting for Financial Instruments with
Environmental, Social, and Governance
(ESG)-Linked Features
April 2022
This research project will explore accounting for and disclosure of ﬁnancial
instruments with ESG-linked features.

Accounting for Government Grants
December 2021
This research project will solicit feedback on whether the requirements in IAS
20, Accounting for Government Grants and Disclosure of Government
Assistance, should be incorporated into GAAP.

Consolidation for Business Entities
April 2022
This research project will explore whether a single consolidation model could
be developed for business entities. This research project does not include
reconsideration of the consolidation guidance in Topic 958, Not-for-proﬁt
Entities.

Financial Key Performance Indicators for
Business Entities
June 2022
This research project will explore standardizing the deﬁnitions of ﬁnancial key
performance indicators and will (1) be informed by the progress of the
Disaggregation—Income Statement Expenses project and (2) consider
interactions with the regulatory framework.

Hedge Accounting—Phase 2
April 2022
This research project will seek stakeholder feedback that could bring further
alignment of hedge accounting with risk management activities beyond the
targeted improvements made to the hedge accounting model in Accounting
Standards Update No. 2017-12, Derivatives and Hedging (Topic 815): Targeted
Improvements to Accounting for Hedging Activities, and consider changes to
the deﬁnition of a derivative.

