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October 5, 2020 
 
 
Dear Customers and Friends: 
 
We hope that each of you and your family are safe and healthy during these unusual times. With the current state of the economy 
and markets, as well as each state being in different phases of re-opening, we know that creates challenges for your financial 
institution. We continue to be here to serve you and provide advice and insight to help you and your management teams navigate this 
challenging environment. 
 
In this edition of our quarterly communication, we have provided information about all of the financial reporting and accounting issues 
that we are currently aware of that will impact your quarterly reporting. These include discussion on critical topics, such as: 
 

• The AICPA’s Technical Q&A on the Accounting for PPP Loans 
• The SEC’s Updates to Guide 3 Disclosures 
• The SEC’s Guidance on Non-GAAP Measures Related to COVID-19 
• The FFIEC’s Joint Statement on Additional Loan Accommodations Related to COVID-19 
• Accounting for Main Street Lending Program Loans 
• FDICIA Readiness 
• Accounting for PPP Loans Sales 
• Goodwill Analysis in Today’s Environment  

 
We have also compiled a list of items for your consideration in your financial reporting and disclosures for the third quarter, as well as 
a summary of recently issued accounting pronouncements (see Appendices for summary of recently issued accounting 
pronouncements and the related effective dates).  Our goal is for you to have up-to-date information available to you prior to finalizing 
your financial reporting deliverables.   
 
Please review and feel free to contact one of your Elliott Davis engagement team members with any questions. We look forward to 
working with you during the audit and throughout the financial reporting process. 
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Join us on Tuesday, October 6th, for a 90-minute financial services webcast designed to provide insight on quarterly reporting considerations for 
September 30th. Find more information and register for this and our other Financial Services events at: http://www.elliottdavis.com/events  

https://www.elliottdavis.com/industries/financial-services
http://www.elliottdavis.com/events
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FDICIA Readiness 
Lauren Nilan, Manager, Lauren.Nilan@elliottdavis.com 
 
The Federal Deposit Insurance Corporation Improvement Act (FDICIA) raises the regulatory bar for banks at the $500 million and $1 
billion asset thresholds. FDICIA was enacted in 1991 to strengthen the banking industry following the savings and loan crisis of the 
1980s.  
 
Whether it has been through M&A, organic growth, or a recent surge due to the Paycheck Protection Program (PPP) loans, many banks 
find themselves growing rapidly and potentially closer to the $500 million and $1 billion asset thresholds than initially expected. This 
increase in asset size provides additional opportunities, but also presents new risks, challenges, and regulatory requirements. FDICIA 
requires a more sophisticated risk management structure, so management teams should prepare for compliance well in advance of 
crossing the size threshold. Preparation should include ensuring the bank has appropriate personnel and resources dedicated to the 
transition and subsequent maintenance of compliance.  
 
If a bank begins its fiscal year with total assets exceeding $500 million, the bank must then comply with certain requirements under 
FDICIA which include the following: 

• The audit committee must be predominantly comprised of outside directors that are independent of management.1  
• An independent financial audit2 must be performed in adherence with the SEC/PCAOB independence standards, which place 

additional prohibitions on the services the independent auditor is able to provide. 
• The annual report must be submitted (90 days after year end for public companies or 120 days after year end for nonpublic 

companies) to the FDIC which should include: 
o Audited, comparative financial statements with the accompanying independent auditor’s report on the financial 

statements and the auditor’s report to the audit committee, including all required annual communications.3 
o Statement of management’s responsibility4 for preparing the annual financial statements, for establishing and 

maintaining an adequate internal control structure and procedures, and for complying with laws and regulations 
relating to safety and soundness.  

o Assessment and conclusion of management’s compliance with the above noted rules and regulations during the 
fiscal year. 

 
To plan ahead for the $500 million threshold, management’s consideration should include: 

• Reviewing the audit committee structure to ensure a majority of independent directors is achieved. Additional independent 
directors may need to be recruited and nominated. 

• Assessing the auditor independence issues and impact. If the institution’s current independent auditor will be prohibited 
from continuing to provide certain non-attest services, another service provider must be identified and engaged by the audit 
committee.  

• Ensuring that an independent audit has been performed over the period preceding the crossing of the $500 million mark so 
that comparative, audited financial statements can be presented. 

 
If a bank begins its fiscal year with total assets exceeding $1 billion, the bank must then comply with the requirements noted for 
$500 million as well as certain additional requirements which include: 

                                                                 
1 FDIC Rules & Regulations § 363.5 (a)(2) 
2 FDIC Rules & Regulations § 363.3 (a) 
3 FDIC Rules & Regulations § 363.2 (a) 
4 FDIC Rules & Regulations § 363.2 (b) 

mailto:Lauren.Nilan@elliottdavis.com
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• The following additional items regarding internal controls over financial reporting (ICFR) must be submitted with the annual 
report: 

o Statement identifying the control framework used by management5 to evaluate the effectiveness of the institution’s 
ICFR 

o Statement of management’s assessment and a statement of management’s conclusion on the effectiveness of the 
bank’s ICFR6 

o Opinion from the bank’s external auditors on the effectiveness of the bank’s ICFR7 
• All audit committee members must be outside directors that are independent of management8. 

 
Crossing the $1 billion threshold is a significant milestone for a financial institution and preparing to meet the additional FDICIA ICFR 
requirements at this level is no small task. The management attestation and external audit requirements over ICFR will require 
coordination between bank management teams and external auditors. As a result, advance preparation is critical due to the significant 
time and effort required to ensure the bank’s control environment is FDICIA compliant. This preparation, which often begins at least 
a year in advance of crossing the $1 billion threshold, should include: 

• Designating an implementation team. 
o FDICIA implementation should be a collaboration between the audit committee, executive management, key 

business process control owners, external, and internal auditors. Consider whether additional personnel or external 
resources will be required for implementation. 

• Updating the enterprise risk assessment to identify the in-scope business areas.  
• Identifying key business processes & key controls. 

o Review each key business process paying close attention to critical controls which ensure information is recorded 
and reported accurately. 

o Assess controls against the Committee for Sponsoring Organization’s 2013 control framework. 
o Identify any control gaps and implement new controls, as needed. 

• Documenting key controls in a Risk Control Matrix.  
• Using the Risk Assessment and Risk Control Matrix, develop control testing plans and perform limited testing of controls for 

operating effectiveness. 
o Remediate any deficiencies identified in the design or operation of controls. 

• Communicating and collaborating with the implementation team throughout the process 
o Key control owners should confirm the accuracy of how controls are documented. 
o As external auditors are tasked with opining on the effectiveness of ICFR, controls identified and testing strategies 

should be discussed with external auditors throughout the process to ensure they agree with controls documented 
and the approach and scope of control testing. 

o Control identification, testing status, and results should be formally documented and reported to the audit 
committee. 
 

In addition to the FDICIA requirements, additional complexities arise once a bank crosses the $1 billion threshold, primarily due to 
regulator expectations. These include, but are not limited to: 

• Enterprise Risk Management: Regulators may expect a formalized function to exist shortly after crossing the $1 billion 
threshold. 

                                                                 
5 FDIC Rules & Regulations § 363.2 (b)(3)(i) 
6 FDIC Rules & Regulations § 363.2 (b)(3)(ii-iii)  
7 FDIC Rules & Regulations § 363.3 (b) 
8 FDIC Rules & Regulations § 363.5 (a)(1) 
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• Organizational Structure: There may be heightened expectations and scrutiny regarding how a bank operates, including the 
bank’s reporting structures and staffing. If at $1 billion, a bank is operating the same way it did at $500 million, there may be 
an increased focus on certain areas of the bank from regulators. 

• Information Technology (IT) and Systems: A bank should consider whether it’s current IT infrastructure will allow for 
continued growth, as well as have the capacity to assist in improved reporting and decision making, and help the bank operate 
more efficiently. 

• Management teams will need to pay close attention to all Financial Institution Letters (FILs), as generally an institution with 
assets exceeding $1 billion will be subject to the new guidance being released in the FIL. 

 
Accounting for PPP Loan Sales 
Kristi Griffin, Senior Manager, Kristi.Griffin@elliottdavis.com 
 
Many institutions are waiting for more guidance from the federal government as well as potential legislative action on the Paycheck 
Protection Program before diving too deep into the PPP loan forgiveness process. Other institutions are looking to off-load the 
forgiveness and servicing responsibilities of their PPP loan portfolio through selling the loans. The institutions that have completed 
PPP loan sales have been motivated to free up resources that would have otherwise been consumed by the forgiveness process. In 
addition, selling PPP loans allows banks to accelerate recognition of the origination fees paid by the SBA. Accounting considerations 
related to selling PPP loans are included below.  
 
ASC 860, Transfer and Servicing 
Prior to the sale of PPP loans, the institution will want to evaluate the structure of the loan sale under ASC 860, Transfer and Servicing 
to ensure the transaction qualifies for sales treatment. ASC 860-10-40-5 outlines the criteria that must be met in order to record a 
sale: 

1.  Isolation of the transferred financial asset. The transferred financial assets have been isolated from the transferor—put 
presumptively beyond the reach of the transferor and its creditors, even in bankruptcy or other receivership. 

2. Transferee's rights to pledge or exchange. This condition is met if both of the following conditions are met: 
a. Each transferee has the right to pledge or exchange the assets (or beneficial interests) it received. 
b. No condition both constrains the transferee (or third-party holder of its beneficial interests) from taking advantage 

of its right to pledge or exchange and provides more than a trivial benefit to the transferor. 
3. Effective control. The transferor, its consolidated affiliates included in the financial statements being presented, or its agents 

do not maintain effective control over the transferred financial assets or third-party beneficial interests related to those 
transferred assets. 

 
If a PPP loan sale transaction is structured in which the selling institution does not retain servicing rights, then the main consideration 
under ASC 860 relates to recourse.  If the PPP loans are sold without recourse, then it’s likely the criteria under ASC 860 has been met 
and the transaction is treated as a sale.  
 
If the institution retains servicing rights on the PPP loans subsequent to the sales transaction, then determining if the criteria under 
ASC 860 are met is more complicated and there will need to be significant evaluation surrounding the idea of legal isolation.  
 
PPP Loans Classified as Held for Investment 
For PPP loans classified as held for investment, the institution should have recorded the SBA loan origination fees as a net deferred 
loan fee presented as a component of loans. During the period the institution holds these loans, it would amortize the net loan fee in 
accordance with ASC 310-10 over the life of the loan. For PPP loans, the deferral period would typically be two years, adjusted for 
elections related to prepayment and/or forgiveness. Therefore, for the period the institutions holds the PPP loans, it would recognize 
the amortization of the net deferred origination fee as a yield adjustment within interest income.  

mailto:Kristi.Griffin@elliottdavis.com
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If the institution determines the PPP loan sale transaction meets the criteria for sales treatment under ASC 860, then the remaining 
(unamortized) net deferred origination fees would be recognized as a gain on sale of SBA loans, net of the costs (including a loss for 
sale of the loans at a discount) associated with the sale. The net gain on sale would be recorded as noninterest income (ASC 310-20-
25-24).  
 
PPP Loans Classified as Held for Sale 
For PPP loans classified as held for sale, the institution would have recorded the SBA loan origination fees as a net deferred loan fee 
presented as a component of loans held for sale. During the period the institution holds these loans, it would NOT amortize the net 
origination fee and there would be NO yield adjustment within interest income.  
 
If the bank determines the PPP loan sale transaction meets the criteria for sales treatment under ASC 860, then the entire net deferred 
origination fees would be recognized as a gain on sale of SBA loans net of the costs associated with the sale. The net gain on sale would 
be recorded as noninterest income (ASC 310-20-25-24). 
 
PPP and Credit Related Disclosures 
Rob Stevens, Shareholder, Robert.Stevens@elliottdavis.com 
 
Our previous quarterly communication discussed some of the disclosures added during 2020 related to PPP loans, loan modifications, 
payment deferrals, high risk industry disclosures, allowance-related disclosures and potential non-GAAP disclosures.  As 2020 has 
continued to progress, so has the evolution of the necessary disclosures related to these topics.  This section of our communication 
will revisit the disclosures mentioned above and provide clarity around what is required to be disclosed.  
 
In June 2020, the SEC’s Division of Corporate Finance issued guidance which “encourages companies to provide disclosures that allow 
investors to evaluate the current and expected impact of COVID-19 through the eyes of management and to proactively revise and 
update disclosures as facts and circumstances change. These disclosures should enable an investor to understand how management 
and the Board of Directors are analyzing the current and expected impact of COVID-19 on the company’s operations and financial 
condition, including liquidity and capital resources.” At the 2020 AICPA conference on banks & savings institutions, the SEC discussed 
disclosure guidance in response to COVID-19 and highlighted Disclosure Guidance Topic 9 which “encourages timely financial 
reporting” and Disclosure Guidance Topic 9A which “gets more to the topic of liquidity and capital resources.” The SEC staff stated that 
they would expect to see additional or different disclosures in third quarter as compared to the second quarter.  
 
PPP Loan Disclosures  
The SBA’s Paycheck Protection Program has required a significant amount of time and resources. During the upcoming quarter, it is 
anticipated that loan forgiveness applications will begin to increase over the amount that’s occurred so far.  Disclosures related to the 
PPP should include the general background on the PPP and the volume, both in number and in dollars, of PPP loans originated by the 
institution. If management is tracking and evaluating their PPP loan portfolio separately from an operational standpoint, consider 
breaking out the PPP loan portfolio as a separate loan segment disclosure within the footnotes. This will allow users of the financial 
statements to understand how management is analyzing the institution’s loan portfolio. Based on the nature of these loans, we believe 
it is highly likely that most institutions will be evaluating these loans separately, from a credit monitoring standpoint. If that is the case, 
disclosure as a separate loan segment would be needed under the current disclosure requirements.   
 
Additionally, many institutions began to disclose disaggregated information related to PPP loans by loan type.  This information can 
be more tedious to identify and quantify; however, it is a consideration for institutions who can capture PPP data in a disaggregated 
way. 
 
 

mailto:Robert.Stevens@elliottdavis.com
https://www.sec.gov/corpfin/coronavirus-covid-19
https://www.sec.gov/corpfin/covid-19-disclosure-considerations
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Institutions should also consider disclosure within the policy footnote for the accounting for SBA fee income as part of the PPP. It is 
likely the institution’s net interest margin has been affected by PPP loan originations and loan fees. Depending on its significance, 
disclosure of the impact on net interest margin is considered relevant information to investors and should be considered for disclosure 
purposes.  
 
As the forgiveness process continues to evolve and the level of activity increases, an institution should add disclosures to discuss the 
volume of forgiveness, including the amount forgiven, the remaining number and amount of PPP loans and the impact on deferred 
SBA income (related to originations) recognition.  As loans are forgiven, any deferred loan fee or cost is then recognized related to 
each individual loan. 
 
One final area that was routinely disclosed by institutions that participated in the PPP was the allowance coverage both with PPP loans 
considered and the allowance coverage less those loans.  The industry standard has been to limit any allowance related to PPP loans 
as these loans are 100% guaranteed. 
 
Loan Modifications and Payment Deferrals 
The CARES Act and interagency guidance encourages institutions to provide loan modifications and payment deferrals for customers 
and communities affected by COVID-19. Beginning at the end of the first quarter and into the second quarter 2020, institutions 
modified credits to allow a significant number of loan modifications and payment deferrals to their customers. During the third 
quarter, a majority of these deferrals reached the end of their initial modification period, creating the need for more clarity around 
the current status of any modifications/deferrals granted. 
 
As part of the third quarter disclosures, expect continued discussion of the institution’s policy of loan modification/deferrals, 
specifically related to suspension of TDR designation under the CARES Act, as well as any second wave of deferrals at the institution.  
In addition, how the institution evaluates the modifications for TDR status should be well documented, especially if 
deferral/modification extensions are granted. The institution’s accounting treatment for the deferred interest and/or principal should 
also be disclosed.  
 
The following items should be evaluated for disclosure purposes as of September 30, 2020: 

• Total loans for which a payment deferral was granted and the total amount of payment deferrals as a percentage of the total 
loan portfolio 

• Total modified loans for which payments have recommenced 
• Loans modified from P&I to interest-only for which payments have recommenced 
• Modified loans for which an extension has been granted beyond the initial modification period  
• Modified loans that have become TDRs or problem loans based on borrower circumstances 
• Any reserves established against accrued interest given the large build-up in this total due to payment deferrals 

 
High Risk Industry Disclosures 
Third quarter disclosures should continue to include discussion of the loan segments and industries within the institution’s loan 
portfolio that are under economic strain. General exposure to industries such as hotel/motels, restaurants, religious organizations, 
travel-related business, healthcare facilities, retail, entertainment facilities and agricultural/dairy are some examples where expanded 
disclosure may be necessary. Consider adding a chart that outlines these industries within the loan portfolio including the total 
exposure and the total modifications in each industry segment.  Based on recent comments from the SEC, filers should look to 
disclosure guidance in Topics 9 and 9A when drafting third quarter disclosures as the SEC would expect to see an evolution of 
disclosures from the second quarter to the third quarter. 
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Allowance for Loan/Credit Losses Considerations 
There continues to be uncertainty as to the ultimate impact of COVID-19. However, there is a general consensus among regulators, 
institutions, and auditors that COVID-19 will adversely affect credit quality in financial institutions at some point in time. Financial 
statement disclosures should include insight of management’s evaluation of the allowance for loan/credit losses in light of COVID-19. 
A description of the general approach to the qualitative and environment factors should be disclosed.  Disclosures should include a 
description of changes to the model, including changes in the lookback period for historical losses or an addition of a COVID-19 
qualitative factor, as those could rise to the level of required disclosures as a change in estimate under GAAP.   
 
As it relates to PPP loans, an institution would generally not recognize an allowance for loan/credit losses for properly underwritten 
PPP loans because the SBA guarantees 100% of the principal and interest.   
 
We also know that banks have historically used past due status as one of the methods to determine nonaccrual status of loans. Given 
past due status may not be the best indicator of the ability to collect a loan’s principal and interest due to modifications/deferrals and 
government stimulus, some institutions may elect to disclose changes to their process for identifying nonaccrual credits.  
 
Non-GAAP Measures 
The SEC has requested that institutions acknowledge investor concern in how the COVID-19 pandemic has impacted operations and 
financial condition, and particular focus will be on how COVID-related effects have been reflected in non-GAAP financial measures 
publicly and privately disclosed to investors, lenders and other parties. To the extent an institution presents a non-GAAP measure, it 
is important to highlight why management finds the measure useful and how it helps investors assess the impact of COVID-19 on the 
institutions financial position and results of operations.  
 
An institution may choose to present a non-GAAP measure that adjusts for unusual, direct, and incremental costs due to COVID-19 as 
well as any related economic uncertainty, such as asset or goodwill impairments. However, it is important to note that a non-GAAP 
measure that adjusts for estimated lost revenues or profits is likely to be inappropriate because the SEC may view it to be a tailored 
accounting principle. For any non-GAAP measures used, a quantitative reconciliation to the most directly comparable GAAP measure 
should be presented and all adjustments should be transparently described. Based on discussions with investors as well as numerous 
institutions, we expect many to disclose non-GAAP measures related to the impact of PPP loans on the allowance for loan/credit losses 
and net interest margin, among others. 
 
Derivatives 
Ross Foshee, Manager, Ross.Foshee@elliottdavis.com 
 
With interest rates at historically low levels and the outlook for future rate hikes uncertain, financial institutions may be looking for 
more effective ways to reduce interest rate risk and improve margin.  Derivative instruments may be a solution for institutions as they 
provide earnings stability and support balance sheet management; however, it’s important to remember that these contracts and the 
underlying accounting requirements can often be complex. 
 
Common Derivatives Used by Financial Institutions 
The most common derivative instruments used by financial institutions are interest rate swaps.  An interest rate swap is a contract 
where one party (the financial institution) trades one stream of interest payments (or receipts) with a counterparty for another stream 
of interest payments (or receipts).  These swaps typically trade a floating interest rate for a fixed interest rate, or vice versa.  Interest 
rate swaps allow an institution to increase or decrease their exposure to future changes in interest rates.  A common example is 
swapping floating rate debt for fixed payments in order to mitigate the risk of changes in interest rates.   
 
 

mailto:Ross.Foshee@elliottdavis.com
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To Hedge or Not to Hedge? 
When entering into a derivative contract, an institution must decide whether to designate the derivative transaction as a hedge.  
Hedge designation significantly decreases earnings volatility caused by changes in the fair value of the derivative; however, it requires 
compliance with hedge accounting rules that can be complex and burdensome for some institutions. 
 

Non-Designated Derivatives – If an institution elects not to designate a derivative position as a hedge, the accounting for the 
derivative is fairly simple – changes in the fair value of the derivative period-over-period are recorded in the income statement.  
While this election significantly lowers the administrative burden brought about by designated hedges, it also increases earnings 
volatility caused by changes in the fair value of the derivative instrument. 
 
Derivatives Designated as Hedges – Electing to account for a derivative transaction as a hedge decreases earnings volatility as 
the change in value flows through equity; however, the institution must show that the hedging relationship is effective; that is, 
there is a negative (or inverse) correlation between the change in fair value of the derivative instrument and the change in fair 
value of the underlying hedged item.  There are different types of hedge designations, which we describe in more detail below. 
 

Hedge Accounting 
The main hedging derivatives utilized by financial institutions are cash flow hedges and fair value hedges.  Each of these hedge 
designations carry different accounting rules and implications. 
 

Cash Flow Hedge – Cash flow hedges are used to hedge against changes in the expected future cash flows of an underlying asset, 
liability, or forecasted transaction.  An example of a cash flow hedge is a floating-to-fixed interest rate swap on debt.  The change 
in the fair value of the derivative period-over-period is recorded in equity.  Amounts accumulated in accumulated other 
comprehensive income are reclassified to earnings in the same period that the hedged item affects earnings.  There is no fair 
value adjustment for the underlying hedged item. 
 
Fair Value Hedge – Fair value hedges are used to hedge against changes in the fair value of an underlying asset, liability, or 
forecasted transaction.  An example of a fair value hedge is a fixed-to-variable interest rate swap on a pool of fixed rate 
mortgages.  The change in the fair value of both the derivative and the underlying hedged item are recorded in the income 
statement.  If the hedge is highly effective, the changes in these two items period-over-period should offset each other, resulting 
in minimal income volatility. 

 
Hedge Effectiveness 
As noted above, an institution must show that the hedging relationship is effective in order to designate the derivative as a hedge.   
 

• To show hedge effectiveness, the institution must perform a prospective quantitative hedge effectiveness test at the 
inception of the derivative transaction.  Under Accounting Standards Update (ASU) No. 2017-12, this initial hedge 
effectiveness test must be completed no later than the first quarterly effectiveness testing date.  The most common type of 
quantitative test for hedge effectiveness is a regression analysis. 

• An institution can elect to perform qualitative assessments of hedge effectiveness on a quarterly basis going forward if they 
can document that the facts and circumstances of the hedging relationship have not changed.  If changes in the hedging 
relationship have changed significantly, a quantitative assessment (both retrospectively and prospectively) will be required. 

 
Financial Statement Impact 
Derivative positions outstanding at an institution’s reporting date are disclosed on the balance sheet at fair value.  As described above, 
the income statement and equity impact of derivatives depends on the accounting election made on each derivative (designated vs. 
non-designated, cash flow hedge vs. fair value hedge).  
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Disclosures 
Note disclosures related to derivatives and hedging should describe how and why an institution uses derivative instruments, how they 
account for these instruments and the associated hedged items, and how the instruments affect financial performance and cash flows.  
Additionally, the institution should present a quantitative table that shows the impact to earnings, delineated by income statement 
line item, derivative or hedge type, and assets being hedged.  The institution should also disclose the fair value and notional amounts 
of outstanding derivative positions at period end. 
 
Because of the nuances and relatively complex documentation requirements associated with derivative instruments and the 
underlying accounting treatment, be sure to reach out to your audit team if you are considering adding derivative instruments to your 
bank’s portfolio. 

Goodwill Analysis in Today’s Environment 
Barbara Rushing, Shareholder, Barbara.Rushing@elliottdavis.com 
 
As the third quarter closes for institutions, most have experienced continued volatility in their stock price throughout the COVID-19 
pandemic.  Many institutions in today’s environment may be questioning whether to perform an interim analysis of their goodwill.  
First, an assessment must be completed to determine if a triggering event has occurred.  Examples of triggering events include: 

• The company’s stock price and market capitalization suggest that the fair value of a reporting unit is less than carrying 
amount.  

• Recent news articles or analyst reports suggest a decline in the company’s market or industry. 
• Competitors have recently recognized an impairment loss.  
• Market multiples for competitors in the industry have declined.  
• The company or its competitors have been impacted by workforce reductions due to the current economic environment. 

 
An institution would evaluate these considerations and any others that are relevant to its business to determine if it believes that it is 
more likely than not that goodwill of a reporting unit is impaired. If so, it must perform a quantitative impairment test. Given the 
current state of bank valuations and the current economy, supporting the use of a qualitative assessment is becoming much more 
difficult than it was a year ago. 
 
Impairment Analysis: 
The FASB’s revised guidance for measuring goodwill in ASU 2017-04 allows for a simplified quantitative impairment test for goodwill.  
This guidance is applicable as follows: 

• A public business entity that is a SEC-filer should adopt the amendments in this ASU for its annual or any interim goodwill 
impairment tests in fiscal years beginning after December 15, 2019.  

• A public business entity that is not an SEC-filer should adopt the amendments in this ASU for its annual or any interim goodwill 
impairment tests in fiscal years beginning after December 15, 2020.  

• All other entities, including not-for-profit entities that are adopting the amendments in this ASU should do so for their annual 
or any interim goodwill impairment tests in fiscal years beginning after December 15, 2021. 

• Early adoption is permitted. 
 
 
 
 
 

mailto:Barbara.Rushing@elliottdavis.com
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Process for Testing Goodwill for Impairment: 
The steps to perform the impairment test vary based on whether the institution has adopted ASU 2017-04.  
Steps to review goodwill for impairment: (Prior to adoption of ASU 2017-04) 

1. Determine whether the fair value of the intangible asset (or reporting unit) is less than its carrying amount. 
2. Determine the amount of the implied fair value of goodwill. 
3. Measure impairment loss – which is the amount by which the implied goodwill is less than its carrying amount.  

 
Steps to review goodwill for impairment: (after adoption of ASU 2017-04) 

1. Determine whether the fair value of the intangible asset (or reporting unit) is less than its carrying amount. 
2. Measure impairment loss – amount by which fair value of the goodwill (or reporting unit) is less than its carrying amount. 

 
Fair Value Determination 
As part of the above impairment calculation, the institution must determine fair value of the reporting unit. ASC 820 describes three 
valuation approaches: market approach, cost approach, and the income approach. Generally, valuation best practices support the use 
of multiple valuation techniques when estimating the fair value of a reporting unit. Changing methodologies or changing the weighting 
when multiple valuation techniques are used would be appropriate if the change results in a measurement that is equally or more 
representative of fair value in the circumstances. This change would be considered a change in accounting estimate.  
 
Market Capitalization  
An institution’s market capitalization and other market data should be considered when assessing the fair value of an institution’s 
reporting units. In a depressed economy, declines in market capitalization could represent factors that should be considered in 
determining fair value, such as an overall re-pricing of the risk associated with the institution. However, in inactive markets, market 
capitalization may not be representative of fair value, and other valuation methods may be required to measure the fair value of an 
institution comprised of a single reporting unit. Determining the factors affecting market capitalization and their impact on fair value 
requires the application of judgment. 
 
An institution may also consider whether a control premium should be considered in determining a reporting unit’s fair value, which 
may be more relevant in times when markets are more volatile and uncertain. Larger control premiums require more analysis and 
documentation to support the reasonableness.  
 
Impairment Disclosures 
For each goodwill impairment loss recognized, the following information should be disclosed in the notes to the financial statements 
that include the period in which the impairment loss is recognized: 

• Disclose the facts and circumstances that led to the impairment 
• The amount of impairment loss  
• The method used to determine the fair value, including specific assumptions used 

 
Subordinated Debt  
Josh White, Shareholder, Josh.White@elliottdavis.com 
 
Subordinated debt offerings have been popular in 2020 for a number of reasons, including the attractive rate environment and the 
need for additional capital with potential uncertainties related to credit. While subordinated debt has its advantages, there are some 
potential examination risks, particularly at the holding company level, that your institution may need to consider if it is looking to 
downstream these funds to the bank. 

mailto:Josh.White@elliottdavis.com
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• Monitor from the parent company’s liquidity levels, as well as double leverage ratios. A double leverage ratio above 120% 

could be viewed as high for examiners. 

• Understand the parent company’s ability to service the debt, particularly if there is a heavy reliance on bank earnings to 
service the debt while those earnings are low or limited. 

• Understand consolidated capital levels if your bank does not qualify as a small bank holding company, as those are required 
for regulatory and financial reporting. 

• An institution’s sub debt holdings in other institutions could result in a deduction from capital under Regulation Q. 

 
When raising capital, it is never bad to consult with your regulators to determine if they have any potential concerns related to the 
capital raise. For more information, please see the Federal Reserve Bank of Richmond’s August 2020 Supervision News Flash. 
 
Stock Option Repricing Considerations 
Nathan Crowe, Senior Manager, Nathan.Crowe@elliottdavis.com 
 
Due to the current downturn in market conditions caused by COVID-19, many institutions are now facing a situation where outstanding 
employee stock options are significantly underwater (i.e. the stock options have an exercise price greater than the current market 
price). 
 
As a result institutions are finding themselves in situations where compensation expense is potentially being recognized for equity 
awards, such as stock options, that hold minimal value to the option holders as the options no longer provide adequate incentives. In 
the case where institutions have a finite number of shares available for issuance under their existing equity incentive plans, these 
underwater options also limit the number of tools available to motivate employees.  
 
The number of institutions currently exploring their equity awards’ option-pricing model assumptions and evaluating whether 
beneficial to perform a repricing or modification strategy continues to increase. Assumptions used in the option-pricing model would 
include those such as the following: exercise price, stock volatility rates, risk-free discount rate, vesting, and forfeiture rates. 
 
 
Under ASC 718 (“Compensation - Stock Compensation”), institutions have the ability to either reprice or modify existing stock awards. 
As outlined under ASC 718-20-35-3, a modification of the terms or conditions of an equity award shall be treated as an exchange of 
the original award for a new award. Essentially, the institution repurchases the original equity award by issuing a new instrument, 
adjusting the additional compensation cost for any change in the equity award’s fair value.  
 
The following steps should be considered when accounting for an equity award repricing or modification:  
 

• Calculate any change in the equity awards fair value based on the difference between the fair value of the modified award as 
compared to the original award at time of modification. 

• Immediately recognize the additional value as compensation cost for vested awards.  
• Evaluate whether the modification of unvested or partially vested awards effects the likelihood that the remaining awards 

will vest. 
• Adjust the remaining compensation cost to be recognized over the remaining original or adjusted vesting period. 

 

https://www.richmondfed.org/banking/banker_resources/education_for_bankers/news_flash/2020/debt_20200818
mailto:Nathan.Crowe@elliottdavis.com
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The process of repricing unvested stock options with a performance or service consideration would not necessarily impact the 
probability of vesting, assuming the award is otherwise expected to vest. The institution would account for the repricing of the options 
as a modification. 
 
In the event that the institution decides to cancel an existing award with a simultaneous issuance of a replacement award, this type 
of transaction would be accounted for as a modification. Keep in mind, this type of transaction would only be accounted for as a 
modification if both the cancellation and new issuance occur concurrently.  
 
Institutions should carefully consider the structure of their equity incentive plan(s) and structure when considering whether either a 
repricing or modification strategy is beneficial. Additionally, taking into account the financial statement disclosure impact.  
 
Summary of Employee Payroll Tax Deferral 
Jake Pensler, Principal, Jacob.Pensler@elliottdavis.com 
 
On August 8, 2020 President Trump signed a memorandum directing the Secretary of the Treasury to use his authority to defer certain 
payroll tax obligations with respect to the American workers most in need.  This targeted action was aimed at putting money directly 
in the pockets of American workers and to generate additional incentives for work and employment, at a time when the President felt 
money was needed most. 
 
Under this memorandum the Secretary of the Treasury was directed to defer the withholding, deposit, and payment of employee 
Social Security taxes for wages paid beginning September 1 through December 31, 2020 on any employee paid less than $4,000 on a 
biweekly basis. This memorandum relates to the 6.2% Social Security tax on wages and does not affect the 1.45% Medicare tax. The 
order further directs the Treasury Secretary to explore options to eliminate the obligation to repay the deferred taxes. 
 
The IRS subsequently issued Notice 2020-65 on August 28, 2020, which clarified that the memorandum signed on August 8th simply 
postpones the withholding and remittance of the employee’s share of the Social Security tax until the period beginning on January 1, 
2021, and ending on April 30, 2021. Employers who have deferred such taxes must withhold and pay such taxes ratably from wages 
paid between January 1, 2021, and April 30, 2021. Absent additional regulatory or legislative measures, the withholding of such 
deferred taxes would be in addition to the normal withholding of Social Security taxes for wages paid between January 1, 2021, and 
April 30, 2021. Penalties, interest and additions to the original tax will begin to accrue on May 1, 2021, for any unpaid taxes.  
 
The Notice allows employers to “make arrangements to otherwise collect [such taxes] from the employee,” if necessary. Accordingly, 
employers who apply the deferral should prepare for scenarios in which relevant employees terminate employment before the 
deferred taxes can be collected. If such deferred taxes are not withheld and paid by April 30, 2021, the employer would be subject to 
pay those taxes or risk being subject to penalties and interest. 

 
It should be noted that the choice to opt in to this deferral is that of the employer and not of the employee. Given the uncertain nature 
for the ultimate suspension of the tax, and the extreme burden a double taxation would have on impacted employees to start 2021, 
the majority of employers are declining to implement the deferral.  Choosing instead to continue to withhold and remit to the 
government the payroll taxes as they normally would.  
 
Links to recent Elliott Davis articles on Payroll Tax Deferral:  
https://www.elliottdavis.com/tax-alert-irs-issues-guidance-executive-action-deferring-payroll-taxes/ 
https://www.elliottdavis.com/considerations-payroll-tax-deferrals-know-decide/ 
 
 

mailto:Jacob.Pensler@elliottdavis.com
https://www.elliottdavis.com/tax-alert-irs-issues-guidance-executive-action-deferring-payroll-taxes/
https://www.elliottdavis.com/considerations-payroll-tax-deferrals-know-decide/
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Third Quarter 2020 Tax Developments 
Bev Seier, Principal, Beverly.Seier@elliottdavis.com 
 
In addition to the payroll tax deferral memorandum discussed above,  there have been a few tax developments over the past quarter, 
along with some updates for information reporting for 2020 that we wanted to make you aware of.  
 
Form 1099-C and PPP Loan Forgiveness 

Form 1099-C, Cancellation of Debt, is required to report any canceled or forgiven debt of $600 or more when an identifiable event 
occurs (as defined in Form 1099-C instructions). On August 4, 2020, the American Bankers Association (ABA) wrote to congressional 
leaders to request an exemption from reporting forgiveness of PPP loans on Form 1099-C since PPP loan forgiveness is not taxable to 
the recipient. Without guidance, ABA and its member banks were concerned that the generation of Form 1099-Cs on PPP loan 
forgiveness could create confusion with borrowers as well as create unnecessary time and expense for the institution.  

On September 22, 2020, the Internal Revenue Service (IRS) issued Announcement 2020-12 to notify lenders that they are not required 
to, and should not, file Form 1099-C with the IRS or furnish to the borrower upon PPP debt forgiveness. The IRS noted that filing these 
information returns could result in the issuance of underreporter notices and confusion for borrowers. This guidance is favorable news 
and provides consistency among all lenders. 

In addition, economic downturns normally lead to increased cancellation of debt and increased information reporting on Forms 1099-
A or 1099-C. Each financial institution should have a written policy in place to document the process of identifying the triggering events 
and reporting the information correctly and timely on Forms 1099-A or 1099-C. If these forms are delayed or not filed, the IRS can 
assess penalties for failure to file correct information returns by the due date up to $280 per information return. The IRS does allow 
for reasonable cause for abatement of penalties, so having a written policy with controls and proper sign-offs to maintain timely and 
accurate information reporting tax filings is key. 
 
Form 1099-NEC for 2020 Nonemployee Compensation 
 
Beginning in 2020, nonemployee compensation (NEC) is no longer reportable on Form 1099-MISC. Instead, Form 1099-NEC, 
Nonemployee Compensation, is now required for nonemployee compensation reporting. Form 1099-NEC was introduced to alleviate 
the confusion caused by separate deadlines for Form 1099-MISC that historically reported NEC in box 7 and all other Form 1099-MISC 
for paper filers and electronic filers. Form 1099-NEC is not a replacement for Form 1099-MISC, but just replacing the reporting of 
independent contractor payments and other forms of nonemployee compensation for services. 

 
Form 1099-NEC will need to be prepared for each person/company (corporations are normally exempt unless stated otherwise) in the 
course of your business to whom you have paid the following during the year: 

• At least $600 in: 
o Services performed by someone who is not your employee (including parts and materials) (box 1); 
o Cash payments for fish (or other aquatic life) you purchase from anyone engaged in the trade or business of catching 

fish (box 1); or 
o Payments to an attorney for services (box 1). 

• You must also file Form 1099-NEC for each person/company from whom you have withheld any federal income tax (report 
in box 4) under the backup withholding rules regardless of the amount of the payment. 

 
 
 

mailto:Beverly.Seier@elliottdavis.com
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The following are some examples of payments to be reported on Form 1099-NEC in box 1: 
• Professional service fees, such as fees to attorneys (including corporations), accountants, architects, contractors, engineers, 

etc. 
• Fees paid by one professional to another, such as fee-splitting or referral fees. 
• Commissions paid to nonemployee salespersons that are subject to repayment but not repaid during the calendar year. 
• A fee paid to a nonemployee, including an independent contractor, or travel reimbursement for which the nonemployee did 

not account to the payer, if the fee and reimbursement total at least $600.  
• Taxable fringe benefits for nonemployees.  
• Directors' fees. 

 
Payers must file Form 1099-NEC by January 31. There is no automatic 30-day extension to file Form 1099-NEC. Form 1099-MISC filings 
are due on March 1, 2021 (if paper filed) or March 31, 2021 (if electronically filed). 
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The following selected Accounting Standards Updates (ASUs) were issued by the Financial Accounting Standards Board (FASB) during 
the third quarter. A complete list of all ASUs issued or effective in 2020 is included in Appendix A. 
 
FASB Improves Convertible Instruments and Contracts in an Entity’s Own Equity 
On August 5, the FASB issued an ASU that is expected to improve financial reporting associated with accounting for convertible 
instruments and contracts in an entity’s own equity. The ASU simplifies accounting for convertible instruments by removing major 
separation models required under current U.S. Generally Accepted Accounting Principles (U.S. GAAP). Consequently, more convertible 
debt instruments will be reported as a single liability instrument and more convertible preferred stock as a single equity instrument 
with no separate accounting for embedded conversion features. The ASU removes certain settlement conditions that are required for 
equity contracts to qualify for the derivative scope exception, which will permit more equity contracts to qualify for it. The ASU also 
simplifies the diluted earnings per share calculation in certain areas. 
 
In its original July 2019 Exposure Draft, the FASB also proposed simplifying the accounting for equity contracts by reducing form-over-
substance-based accounting conclusions that are driven by remote contingent events in the assessment of the derivatives scope 
exception. However, based on mixed feedback from stakeholders during the public comment period, the FASB decided not to include 
those proposed changes in the ASU. Consequently, the FASB plans to continue to explore improvements on this aspect of the guidance 
in a separate Phase 2 project. 
 
Effective Dates 
The ASU is effective for public business entities that meet the definition of a Securities and Exchange Commission (SEC) filer, excluding 
entities eligible to be smaller reporting companies as defined by the SEC, for fiscal years beginning after December 15, 2021, including 
interim periods within those fiscal years. For all other entities, the standard will be effective for fiscal years beginning after December 
15, 2023, including interim periods within those fiscal years. Early adoption will be permitted. 
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SEC Extends Relief Intended to Expedite Crowdfunding  
As startup and smaller companies continue to face significant COVID-19 related challenges, the SEC extended a temporary relief from 
certain regulatory requirements to expedite the crowdfunding process. Among other things, companies do not have to get an 
independent accountant’s review of the financial statements for certain amounts of offerings under Regulation Crowdfunding. 
 
The temporary relief—which is in the form of an interim final rule—applies to securities offerings initiated under Regulation 
Crowdfunding, and it now runs to February 28, 2021, according to Release No. 33-10829, Temporary Amendments to Regulation 
Crowdfunding; Extension, published on August 28, 2020. The amendments are effective through September 1, 2021. When the SEC 
first provided this expedited process on May 4 in Release No. 33-10781, Temporary Amendments to Regulation Crowdfunding, the 
relief was set to end on August 31. 
 
Regulation Crowdfunding allows private companies to raise as much as $1.07 million from the public each year through registered 
online portals or broker-dealers. An individual with an income or net worth below $107,000 can invest $2,200 per year in crowdfunding 
deals, or 5 percent of the lesser of their net worth or income. Someone above that wealth threshold can invest 10 percent of the lesser 
of their income or net worth. No investor can put more than $107,000 per year into crowdfunded offerings. 
 
SEC Expands Pool of Accredited Investors 
The SEC on August 26, 2020, issued a final rule that revises the definition of an “accredited investor” by adding new categories of 
individuals who may qualify based on their professional knowledge, experience, or certifications. Previously, the definition was solely 
based on a person’s wealth. The revised definition in Rule 501 in Regulation D under the Securities Act of 1933 means that hundreds 
of thousands of more people would potentially be able to invest in private offerings.  
 
Among other things, an individual who holds a Series 7, 65, or 82 license in good standing will qualify. Previously, an individual qualified 
only if he or she had at least an income of $200,000, joint income of $300,000, or at least $1 million in net worth, excluding a primary 
residence. It was designed so that the investors can withstand financial losses. That threshold, set in 1982, has not been changed, and 
some investor advocates said it should be adjusted to reflect inflation. But the final rule does not adjust that threshold. 
 
In addition to adding certain financial professionals to the definition, the SEC expanded the list of entities that may qualify as accredited 
investors: 

• Individuals who are “knowledgeable employees” with respect to investments in a private fund; 
• limited liability companies with $5 million in assets and rural business investment companies (RBICs); 
• Indian tribes, governmental bodies, funds, and entities organized under the laws of foreign countries, that own investments 

of more than $5 million; 
• “Family offices” with at least $5 million in assets under management and their “family clients”;  

 
The rule also adds the term “spousal equivalent” to the accredited investor definition, so that spousal equivalents may pool their 
finances for the purpose of qualifying as accredited investors. 
 
Further, the final rule changed the definition of the “qualified institutional buyer” (QIB) in Rule 144A of the Securities Act to expand 
the list of entities that are eligible to qualify as QIBs, which are companies that own and invest a minimum of $100 million in securities 
not affiliated with the company on a discretionary basis. Rule 144A will include limited liability companies and RBICs. The revisions 
also add to the list of any institutional investors that are not otherwise enumerated in QIB as long as they have more than $100 million. 
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SEC Overhauls Bank Disclosure Requirements 
On September 11, 2020, the SEC issued a final rule overhauling the types of statistics and figures banks disclose. The rule replaces 
Industry Guide 3, Statistical Disclosure by Bank Holding Companies, which was issued in 1976 and has not been revised in the past 
three-decades. The change to Industry Guide 3 is driven by the financial industry’s growth, diversification and increased complexity in 
the recent decades.  
 
Under the new rules (Release No. 33-10835, Update of Statistical Disclosures for Bank and Savings and Loan Registrants), disclosure 
is required for: 

• Distribution of assets, liabilities, and stockholders' equity, the related interest income and expense, and interest rates and 
interest differential. 

• Weighted average yield of investments in debt securities by maturity. 
• Maturity analysis of the loan portfolio, including the amounts that have predetermined interest rates and floating or 

adjustable interest rates. 
• Certain credit ratios and the factors that explain material changes in the ratios, or the related components during the periods 

presented. 
• The allowance for credit losses by loan category. 
• Bank deposits, including average monthly amounts and rate paid and amounts that are uninsured. 

 
These rules become effective 30 days after publication in the Federal Register. The rules will apply to fiscal years ending on or after 
December 15, 2021. Banks can apply the changes early. Guide 3 will be rescinded effective January 1, 2023. 
 
SEC Official Warns Banks Against Misleading Non-GAAP Metrics During COVID-19 Pandemic 
The SEC continues to monitor companies’ compliance with SEC rules and guidance related to non-GAAP measures in light of the COVID-
19 pandemic. Specifically related to the banking industry, the SEC has seen some banks try to attribute a portion of the provision for 
loan losses to COVID-19 challenges. Banks are not trying to allocate a specific amount but to say that the increase in the provision for 
loan losses was primarily due to the COVID-19 pandemic. There have been some banks that try to quantify the COVID related impact 
to the provision but there was limited detail on how that estimate was calculated. If a non-GAAP measure is included to show the 
impact of COVID to the provision for loan losses, then additional context as to how the numerical amount was determined is needed.  
 
The SEC also warned banks inappropriate adjustments related to Current Expected Credit Losses (CECL) accounting standard. 
Generally, the SEC does not believe that non-GAAP performance measures that adjust earnings to exclude the effects of CECL are 
appropriate.  
 
House Bill Would Raise Regulation A Ceiling 
A House Republican on July 29, 2020, introduced a bill to increase the ceiling on Regulation A offerings to $75 million, mirroring an 
SEC proposal from March streamlining the exempt offering framework. The bill passed the House two years ago but stalled in the 
Senate. The change would represent the first major Regulation A expansion since the exemption was overhauled under a mandate in 
the JOBS Act of 2012. 
 
Today, Regulation A allows an issuer to conduct a public offering of up to $50 million without full-fledged SEC registration. H.R. 7834, 
the Regulation A+ Improvement Act, would raise that limit by $25 million, adjusted for inflation every two years. The measure is 
sponsored by Representative Trey Hollingsworth, an Indiana Republican. 
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The SEC overhauled Regulation A in 2015 in Release No. 33-9741, Amendments to Regulation A, providing privately-held companies 
with two paths to raise capital though offerings often likened to “mini-IPOs.” Under “tier one” offerings, companies could raise up to 
$20 million, while subjecting themselves to so-called “blue sky” state securities regulations. “Tier two offerings” run as high as $50 
million and skirt state regulators but are subject to more strenuous federal filing requirements. Prior to the JOBS Act revamp, 
Regulation A offerings were capped at $5 million, and all were subject to blue sky regulations. 
 

Joint Statement on Additional Loan Accommodations Related to COVID-19  
On August 3, 2020, the Federal Financial Institutions Examination Council (FFIEC) issued joint statement to provide prudent risk 
management and consumer protection principles for financial institutions to consider while working with borrowers as loans approach 
the end of initial loan modification periods during the COVID-19 pandemic. The expectation is that some borrowers will be able to 
resume contractual payments at the end of the modification. Other borrowers may continue to experience financial difficulties and 
will be unable to meet their obligations.  
 
While the FFIEC members recognize the challenges in assessing credit risk due to limited access to borrower’s financial data that 
adequately demonstrate the COVID-related impacts, they encourage institutions to consider additional accommodations options that 
are based an understanding the credit risk of the borrower; that are consistent with laws and regulations, and that can ease cash flow 
pressure on borrowers continuing to face challenges related to COVID-19.  
 
The Joint Statement includes guidance on prudent risk management practices, well-structured and sustainable accommodations, 
consumer protection, accounting and regulatory reporting, and internal control systems. Included below is a summary related to the 
guidance for accounting and regulatory reporting: 
 

Section 4013 of the CARES Act allowed for institutions to temporarily suspend certain requirements under GAAP related to 
troubled debt restructurings (TDRs) for a limited time period for the effects of COVID-19. If an institution elects to account 
for a loan modification under section 4013, an additional loan modification could also be eligible under section 4013. To be 
eligible for section 4013 treatment, each loan modification must be (1) related to COVID event; (2) executed on a loan that 
was not more than 30 days past due as of December 31, 2019; and (3) executed between March 1, 2020 and the earlier of 
(a) 60 days after the date of termination of the National Emergency or (b) December 31, 2019.  

 
If the institution does not elect to account for a loan modification under section 4013 or the modification is not eligible under 
section 4013, additional modifications should be evaluated cumulatively to determine whether the additional modification is 
a TDR.   For example, if the cumulative modifications for a loan are all COVID related, in total are short-term (six months or 
less combined), and the borrower is contractually current (less than 30 days past due) at the time of the subsequent 
modification, then management may conclude the borrower is not experiencing financial difficulty at the time of the 
modification for purposes of determining TDR status. 

 
Joint Statement on Managing the LIBOR Transition  
On July 1, 2020, the FFIEC issued a joint statement to highlight the financial, legal, operational, and consumer protection risks that will 
result from the expected discontinuation of the London Interbank Offered Rate (LIBOR) and to encourage supervised institutions to 
continue their efforts to prepare for this change and address its associated risks. This statement does not establish new guidance or 
regulation but highlights several potential preparedness and risk management actions that institutions should consider as they plan 
for the transition.  
 
An institution’s risk related to LIBOR’s discontinuation depends on the institution’s specific circumstances. Potential risk include: 



  

FINANCIAL SERVICES 
Quarterly Update            Third Quarter 2020 
 
 

Regulatory Update, continued 
 

 

 
 

elliottdavis.com page 20 

• Operational difficulty in quantifying exposure; 
• Financial, valuation, and model risk related to reference rate transition; 
• Inadequate risk management processes and controls to support transition; 
• Consumer protection-related risks; 
• Limited ability of third-party service providers to support operational changes; and, 
• Potential litigation and reputational risk arising from reference rate transition. 

 

Main Street Lending Program Accounting 
In August 2020, the American Bankers Association (ABA) submitted a letter to the SEC seeking further guidance regarding the 
accounting treatment for Main Street Lending Program (MSLP) loans. This letter was prompted by potential concerns regarding sales 
treatment of the participation interests sold back to the Federal Reserve’s special purpose vehicle. Under GAAP, if a loan, or a portion 
of a loan, is sold that does not qualify for sales treatment, then that sale is recorded as a secured borrowing on the seller’s books. 
 
The ABA initially concluded that based on the structure of the MSLP, as well the Federal Reserve’s intent at the creation of this program 
that a portion of MSLP loans sold meet the legal isolation criteria needed to achieve sale accounting treatment. If the ABA’s conclusion 
was deemed to be accurate, then MSLP lenders would be able to remove the 95% participated amounts from their books. 
 
In September 2020, the SEC informed the ABA that it did not object to the ABA’s conclusion that these participations meet the legal 
isolation criteria to achieve sales treatment under GAAP, which will allow for removal of 95% of these loan balances from the 
borrower’s books. 
 

Agencies Issue Several Final Rules 
The Federal Deposit Insurance Corporation, the Board of Governors of the Federal Reserve System, and the Office of the Comptroller 
of the Currency (collectively, the agencies) finalized three rules, which are either identical or substantially similar to the interim final 
rules that were issued earlier this year. The rules are included below.    
 
Community Bank Leverage Ratio Framework (CBLR) 
Under the final rule, the CBLR will remain 8 percent through December 31, 2020. The CBLR will increase to 8.5% through December 
31, 2021 and will be 9 percent thereafter.  The final rule also includes a two-quarter grace period community bank leverage ratio 
framework made under two interim final rules issued in the Federal Register on April 23, 2020. The final rule adopts these interim final 
rules with no changes, effective October 1, 2020. 
 
Eligible Retained Income 
The final rule adopts the interim final rule that revised the definition of eligible retained income to the greater of (1) a banking 
organization’s net income for the four preceding calendar quarters, net of any distributions and associated tax effects not already 
reflected in net income, and (2) the average of a banking organization’s net income over the preceding four quarters. This definition 
will reduce the likelihood that an institution is suddenly subject to abrupt and restrictive distribution limitations in a scenario of lower 
than expected capital levels. The final rule goes into effect on January 1, 2021. 
 
Transition of the Current Expected Credit Losses Methodology for Allowances 
The CECL final rule is substantially similar to the interim final rule issued in March 2020. The final rule provides institutions that were 
required to adopt CECL for fiscal year that begins during 2020 the option to mitigate the estimated capital effects of CECL for two 
years, followed by a three-year transition period. Taken together, these measures offer institutions a transition period of up to five 
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years. In a change from the interim rule, the final rule expands the pool of eligible institutions to include any institution adopting CECL 
in 2020. The CECL final rule is effective immediately upon publication in the Federal Register. 
 
Appraisal and Evaluation Deferral 
The final rule adopts the deferral of the requirement to obtain an appraisal or evaluation for up to 120 days following the closing of 
certain residential and commercial real estate transactions, excluding transactions for acquisition, development, and construction of 
real estate. The final rule makes one revision to the interim final rule. In response to comments received by the agencies on the interim 
final rule, the final rule clarifies that transactions for the acquisition, development, and construction of real estate excluded from the 
120-day deferral period mean, for purposes of this rule, those loans described in the Call Report Instructions for Schedule RC-C, “Loans 
and Lease Financing Receivables,” Part I, "Loans and Leases," item 1.a, “Construction, land development, and other land loans.”  The 
final rule is effective upon publication in the Federal Register and through December 31, 2020. 
 
Treatment of Certain Emergency Facilities in the Regulatory Capital Rule and the Liquidity Coverage Ratio 
 
Earlier this year, the Federal Reserve launched several lending facilities to support the economy in light of the coronavirus response, 
including the MMLF and PPPLF.  The Agencies revised the regulatory capital rule and the LCR rule to facilitate the use of the MMLF 
and PPPLF through three interim final rules, published in the Federal Register on March 23, April 13, and May 6, 2020. The Agencies 
are adopting these IFRs as final with no changes. Under this rule, banking organizations may neutralize the regulatory capital effects 
of participating in the MMLF and the PPPLF. Banking organizations also are required to neutralize the LCR effects of participating in 
the MMLF and the PPPLF. In addition, Paycheck Protection Program loans receive a zero percent risk weight under the Agencies’ 
regulatory capital rules.
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AICPA Guide Explains Lender’s Accounting for PPP Loan Forgiveness  
The AICPA on August 28, 2020, updated a technical accounting guide to explain how a lender should account for a forgivable loan that 
a borrower received under the Paycheck Protection Program (PPP) administered by the Small Business Administration (SBA). The guide 
is included in the AICPA’s non-authoritative Technical Questions and Answers (TQAs) document, under TQA 2130, Paycheck Protection 
Program. 
 
In particular, TQA 2130.45, Accounting for Loan Repayment or Forgiveness by the SBA, addresses how a bank should account for the 
portion of the loan that is eligible for forgiveness during the settlement process. The loan should continue to be accounted for as an 
interest-bearing loan (including amortization of loan origination fees) through receipt of payment from the borrower or the SBA. 
Payments received from the borrower or the SBA prior to maturity of the loan (other than required payments of principal and interest) 
are considered prepayments of the loan and unamortized loan origination fees should be accounted for under ASC 310-20, 
Receivables—Nonrefundable Fees and Other Costs. 
 
The guide explains that the SBA is one of the counterparties to the agreement that will repay the principal and interest on the loan if 
the borrower met the conditions for forgiveness. As a result, AICPA staff believe that payments received from the SBA should be 
treated similar to payments received from the borrower.  
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The following selected FASB exposure drafts and projects are outstanding as of September 30, 2020. 
 
FASB Proposal Issued to Address Business Combination Accounting for an Assumed Liability in a Revenue 
Contract 
When accounting for a business combination, in applying the acquisition method, the acquirer recognizes identifiable assets acquired 
and liabilities assumed in the business combination and measures those assets and liabilities at fair value. For business combinations 
that occured before the adoption of the new revenue recognition standard, entities often used a legal obligation definition for 
recognition of a liability under Topic 805 for deferred revenue. However, Topic 606 has introduced the performance obligation 
definition for revenue contracts with customers which has created diversity of opinion regarding which definition should be used for 
recognition for business combinations after Topic 606 has been adopted. 
 
On February 14, 2019, the FASB issued proposed ASU, Business Combinations (Topic 805): Revenue from Contracts with Customers—
Recognizing an Assumed Liability (a consensus of the FASB Emerging Issues Task Force). The EITF reaffirms that the performance 
obligation definition in Topic 606, Revenue from Contracts with Customers, would be used to determine whether a liability assumed 
for a contract liability from a revenue contract with a customer is recognized by the acquirer in a business combination. 
 
Disclosure Framework 
The disclosure framework project consists of two phases: (1) the FASB’s decision process and (2) the entity’s decision process. The 
overall objective of the project is to improve the effectiveness of disclosures in notes to financial statements by clearly communicating 
the information that is most important to users of each entity’s financial statements. Although reducing the volume of the notes to 
financial statements is not the primary focus, the FASB hopes that a sharper focus on important information will result in reduced 
volume in most cases. 
 
Determining Current Price of an Underlying Share for Equity-Classified Share-Option Awards 
In August, the FASB issued a proposed ASU intended to reduce cost and complexity for private companies when determining the fair 
value of the shares underlying a share-option award on its grant date or modification date. Members of the Private Company Council 
(PCC) conveyed concerns that current guidance on determining fair value for these shares creates unnecessary cost and complexity 
for some stakeholders. This is primarily because the private company equity shares underlying the share option often are not actively 
traded and, thus, observable market prices for those shares or similar shares do not exist. 
 
The proposed ASU would allow a nonpublic entity to determine the current price of a share underlying an equity-classified share-
option award using a valuation method performed in accordance with specific regulations of the U.S. Department of the Treasury that 
provide acceptable methodologies to comply with the “presumption of reasonableness” requirements of Section 409A of the U.S. 
Internal Revenue Code. 
 
Stakeholders are encouraged to review and provide comment on the document by October 1, 2020. 
 
EITF Agenda Items 
The Emerging Issues Task Force met on September 3, 2020, and deliberated the following topic: 

• Issue No. 19-C, “Warrant Modifications: Issuers’ Accounting for Modifications of Equity Classified Freestanding Call Options 
That Are Not within the Scope of Topic 718, Compensation—Stock Compensation, or Topic 815, Derivatives and Hedging”: 
The Task Force reached a consensus to expand the scope of this Issue to include modifications of all freestanding equity-
classified derivative instruments that remain equity classified after modification. The Task Force reached a consensus that: 
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1. An entity should treat a modification of the terms or conditions of an equity-classified derivative instrument as an 
exchange of the original instrument for a new instrument. 

2. An entity should measure the effect of a modification of an equity-classified derivative instrument as the excess, if any, 
of the fair value of the modified instrument over the fair value of the original instrument immediately before its terms 
are modified. 

3. An entity should recognize the effect of a modification of an equity-classified derivative instrument based on the 
substance of the transaction as follows: 

a. Scenario A: Financing Transaction to Raise Equity. Equity issuance cost in accordance with the guidance in 
paragraph 340-10-S99-1. 

b. Scenario B: Financing Transaction To Raise or Modify Debt. Expense in accordance with the guidance in Topic 
470, Debt, and Topic 835, Interest. 

c. Scenario C: Transaction to Compensate for Goods or Services. Compensation cost in accordance with the 
guidance in Topic 718. 

d. Scenario D: Other Modifications That Are Not Executed To Raise Financing or as Compensation for Goods or 
Services. Deemed dividend. 

 
The Task Force also reached a consensus on other items, including transition (option for full retrospective or prospective 
transition), transition disclosures, and recurring disclosures.   

 
The FASB will consider for ratification the consensus-for-exposure on Issue 19-C on September 16, 2020. The next EITF meeting is 
tentatively scheduled for November 5, 2020. 
 
PCC Activities 
The Private Company Council (PCC) met on June 25, 2020. Below is a brief summary of issues addressed by the PCC at the meeting: 

• PCC Issue No. 2018-01, "Practical Expedient to Measure Grant-Date Fair Value of Equity-Classified Share-Based Awards": PCC 
and Board members discussed the potential practical expedient that would allow a nonpublic entity to determine the current 
price input of equity-classified share-option awards using a valuation method performed in accordance with the presumption 
of reasonableness requirements of Section 409A of the U.S. Internal Revenue Code. PCC members decided that the Exposure 
Draft should be issued for public comment in August 2020. The issuance was previously delayed because of resource 
constraints faced by many private company stakeholders, which might have affected their ability to provide feedback. 

• FASB Accounting Standards Update 2020-05, Revenue from Contracts with Customers (Topic 606) and Leases (Topic 842): 
Effective Dates for Certain Entities: FASB staff updated the PCC on the recent release of ASU 2020-05 which amends the 
effective date of ASC 606, Revenue from Contracts with Customers, and ASC 842, Leases, for certain entities, and provided 
details about the new effective dates. PCC members expressed broad support for the recent ASU and the relief it provides to 
private companies. 

• Distinguishing Liabilities from Equity: FASB staff provided the PCC with an overview and update on this FASB project. The final 
Update is expected to be issued in the third quarter of 2020. PCC and Board members discussed how to create awareness 
among private companies of the Update’s issuance and how the FASB can assist private companies with the implementation 
process. 

• Current Issues in Financial Reporting: PCC and Board members discussed practice issues arising from the current business 
environment under the COVID-19 pandemic. Topics discussed included borrowers’ accounting for debt modifications and 
troubled debt restructurings, interim impairment testing of nonfinancial assets, government assistance disclosures, and going 
concern assessments. FASB resources related to the COVID-19 pandemic can be found here. Furthermore, the Board 
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emphasized that it continues to monitor conditions and stands ready to support private companies encountering technical 
accounting issues. Board members encouraged PCC members and other stakeholders to continue providing feedback. 

• Profits Interests and Their Interrelationship with Partnership Accounting: PCC and Board members engaged in preliminary 
discussions on private company issues in accounting for awards of profits interests and their interrelationship with 
partnership accounting. PCC members discussed specific areas such as scope, definition, measurement, and recognition of 
awards of profits interests. PCC members requested the FASB staff to conduct further research and outreach on those areas 
for discussion at a future PCC meeting. 
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The following table contains significant implementation dates and deadlines for standards issued by the FASB and others. 
 
Selected Implementation Dates 

Pronouncement Affects Effective Date and Transition 

ASU 2020-07, Not-for-Profit 
Reporting of Gifts-in-Kind 
(Contributed Nonfinancial 
Assets), 

Not-for-profit entities Effective for annual periods after June 15, 2021 and interim periods 
within fiscal years after June 15, 2022. Early adoption is permitted.  

ASU 2020-06, Debt—Debt with 
Conversion and Other Options 
(Subtopic 470-20) and 
Derivatives and Hedging—
Contracts in Entity’s Own Equity 
(Subtopic 815-40): Accounting 
for Convertible Instruments and 
Contracts in an Entity’s Own 
Equity 

Entities that issue 
convertible instruments 
and/or contracts in an 
entity’s own equity. 

Effective for public business entities that meet the definition of a SEC 
filer, excluding entities eligible to be smaller reporting companies as 
defined by the SEC, for fiscal years beginning after December 15, 2021, 
including interim periods within those fiscal years. For all other entities, 
the amendments are effective for fiscal years beginning after 
December 15, 2023, including interim periods within those fiscal years. 
Early adoption is permitted, but no earlier than fiscal years beginning 
after December 15, 2020, including interim periods within those fiscal 
years. 

ASU 2020-05, Revenue from 
Contracts with Customers (Topic 
606) and Leases (Topic 842): 
Effective Dates for Certain 
Entities 

Entities other than 
public business entities 

The amendments in this ASU delay the effective dates of ASU 2014-09 
and ASU 2016-02. 

ASU 2020-04, Reference Rate 
Reform (Topic 848): Facilitation 
of the Effects of Reference Rate 
Reform on Financial Reporting 

All entities Effective for all entities as of March 12, 2020 through December 31, 
2022. 

ASU 2020-03, Codification 
Improvements to Financial 
Instruments 

All entities The transition and effective date guidance is based on the facts and 
circumstances of each amendment. Some of the amendments in this 
ASU do not require transition guidance and will be effective upon 
issuance. However, many of the amendments do have transition 
guidance with effective dates for fiscal years beginning after December 
15, 2019, for public business entities. 
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Pronouncement Affects Effective Date and Transition 

ASU 2020-02, Financial 
Instruments—Credit Losses 
(Topic 326) and Leases (Topic 
842)—Amendments to SEC 
Paragraphs Pursuant to SEC 
Staff Accounting Bulletin No. 
119 and Update to SEC Section 
on Effective Date Related to 
Accounting Standards Update 
No. 2016-02, Leases (Topic 842)  
(SEC Update) 

All entities that are SEC 
filers 

Effective upon issuance. 

ASU 2020-01, Investments—
Equity Securities (Topic 321), 
Investments—Equity Method 
and Joint  Ventures (Topic 323), 
and Derivatives and Hedging 
(Topic 815)—Clarifying the 
Interactions between Topic 321, 
Topic 323, and Topic 815 (a 
consensus of the FASB Emerging 
Issues Task Force) 

All entities For public business entities, the amendments in this Update are 
effective for fiscal years beginning after December 15, 2020, and 
interim periods within those fiscal years. For all other entities, the 
amendments are effective for fiscal years beginning after December 15, 
2021, and interim periods within those fiscal years. Early adoption is 
permitted, including early adoption in an interim period, (1) for 
public business entities for periods for which financial statements have 
not yet been issued and (2) for all other entities for periods for which 
financial statements have not yet been made available for issuance. 

ASU 2019-12, Income Taxes 
(Topic 740): Simplifying the 
Accounting for Income Taxes 

Entities within the 
scope of ASC 740 

For public business entities, the amendments are effective for fiscal 
years beginning after December 15, 2020, and interim periods within 
those fiscal years. For all other entities, the amendments are effective 
for fiscal years beginning after December 15, 2021, and for interim 
periods within fiscal years beginning after December 15, 2022. Early 
adoption is permitted. 

ASU 2019-11, Codification 
Improvements to Topic 326, 
Financial Instruments—Credit 
Losses 

All entities For entities that have not yet adopted the amendments in ASU 2016-13 
as of the issuance date of this ASU, the effective dates and transition 
requirements for the amendments are the same as the effective dates 
and transition requirements in ASU 2016-13. 

For entities that have adopted the amendments in ASU 2016-13, the 
amendments in this ASU are effective for fiscal years beginning after 
December 15, 2019, including interim periods within those fiscal years. 
Early adoption is permitted in any interim period after issuance of this 
ASU as long as an entity has adopted the amendments in ASU 2016-13. 
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Pronouncement Affects Effective Date and Transition 

ASU 2019-10, Financial 
Instruments—Credit Losses 
(Topic 326), Derivatives and 
Hedging (Topic 815), and Leases 
(Topic 842): Effective Dates 

All entities The amendments in this ASU delay the effective dates of ASU 2016-13, 
ASU 2017-12, and ASU 2016-02, and ASU 2017-04. 

ASU 2019-09, Financial 
Services—Insurance (Topic 944): 
Effective Date 

Insurance entities The amendments in this ASU defer the effective date of the 
amendments in ASU 2018-12 for all entities. 

ASU 2019-08, Compensation—
Stock Compensation (Topic 718) 
and Revenue from Contracts 
with Customers (Topic 606): 
Codification Improvements—
Share-Based Consideration 
Payable to a Customer 

All entities that issue 
share-based payments 
to customers 

For entities that have not yet adopted the amendments in ASU 2018-
07, the amendments in this ASU are effective for (1) public business 
entities in fiscal years beginning after December 15, 2019, and interim 
periods within those fiscal years, and (2) other than public business 
entities in fiscal years beginning after December 15, 2019, and interim 
periods within fiscal years beginning after December 15, 2020. 

For entities that have adopted the amendments in ASU 2018-07, the 
amendments in this ASU are effective in fiscal years beginning after 
December 15, 2019, and interim periods within those fiscal years. 

ASU 2019-05, Targeted 
Transition Relief 

All entities For entities that have not yet adopted ASU 2016-13, the effective date 
and transition methodology for the amendments in this ASU are the 
same as in ASU 2016-13.  

For entities that have adopted ASU 2016-13, the amendments in this 
ASU are effective for fiscal years beginning after December 15, 2019, 
including interim periods within those fiscal years. Early adoption is 
permitted in any interim period after the issuance of this ASU as long 
as an entity has adopted ASU 2016-13. 

ASU 2019-04, Codification 
Improvements to Topic 326, 
Financial Instruments—Credit 
Losses, Topic 815, Derivatives 
and Hedging, and Topic 825, 
Financial Instruments 

Entities that hold 
financial instruments 

The effective date of each of the amendments depends on the 
effective date and adoption of ASU 2016-01, ASU 2016-13, and ASU 
2017-12. 

ASU 2019-03, Updating the 
Definition of Collections 

Entities that hold 
collections 

The amendments are effective for annual financial statements issued 
for fiscal years beginning after December 15, 2019, and for interim 
periods within fiscal years beginning after December 15, 2020. Early 
application of the amendments is permitted. The amendments should 
be applied on a prospective basis. 
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Pronouncement Affects Effective Date and Transition 

ASU 2019-02, Entertainment—
Films—Other Assets—Film Costs 
(Subtopic 926-20) and 
Entertainment—Broadcasters—
Intangibles—Goodwill and 
Other (Subtopic 920-350) : 
Improvements to Accounting for 
Costs of Films and License 
Agreements for Program 
Materials 

Broadcasters and 
entities that produce 
and distribute films and 
episodic television 
series 

For public business entities, the amendments are effective for fiscal 
years beginning after December 15, 2019, and interim periods within 
those fiscal years. For all other entities, the amendments are effective 
for fiscal years beginning after December 15, 2020, and interim periods 
within those fiscal years. Early adoption is permitted. 

ASU 2019-01, Leases (Topic 
842): Codification 
Improvements 

All lessee and lessor 
entities 

For public business entities, NFPs that have issued, or is a conduit bond 
obligor for, securities that are traded, listed, or quoted on an exchange 
or an OTC market, or an employee benefit plan that files financial 
statements with the SEC, the amendments are effective for fiscal years 
beginning after December 15, 2019, and interim periods within those 
fiscal years. 

For all other entities, the amendments are effective for fiscal years 
beginning after December 15, 2019, and interim periods within fiscal 
years beginning after December 15, 2020. 

ASU 2018-20, Narrow-Scope 
Improvements for Lessors 

Lessor entities For entities that have not adopted ASC 842 before the issuance of this 
ASU, the effective date and transition requirements for the 
amendments in this ASU are the same as the effective date and 
transition requirements in ASU 2016-02. 

For entities that have adopted ASC 842, the effective date and 
transition of the amendments related to the amendments in this ASU 
are as follows: 

1. The amendments should be applied at the original effective date 
of Topic 842 for the entity or in either the first reporting period 
ending after the issuance of this ASU (for example, December 31, 
2018) or in the first reporting period beginning after the issuance 
of this ASU (for example, January 1, 2019). 

2. The amendments may be applied either retrospectively or 
prospectively. 

All entities, including early adopters, must apply the amendments in 
this ASU to all new and existing leases. 
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Pronouncement Affects Effective Date and Transition 

ASU 2018-19, Codification 
Improvements to Topic 326, 
Financial Instruments—Credit 
Losses 

All entities that hold 
financial assets and net 
investment in leases 
that are not accounted 
for at fair value through 
net income 

The effective date and transition requirements are the same as the 
effective dates and transition requirements in ASU 2016-13, as 
amended by this ASU. 

ASU 2018-18, Clarifying the 
Interaction between Topic 808 
and Topic 606 

All entities Effective for public companies for fiscal years beginning after 
December 15, 2019, and interim periods within those fiscal years. For 
all other organizations, the amendments are effective for fiscal years 
beginning after December 15, 2020, and interim periods within fiscal 
years beginning after December 15, 2021. Early adoption is permitted. 

ASU 2018-17, Targeted 
Improvements to Related Party 
Guidance for Variable Interest 
Entities 

All entities Effective for organizations other than private companies for fiscal years 
beginning after December 15, 2019, and interim periods within those 
fiscal years. The amendments in this ASU are effective for a private 
company for fiscal years beginning after December 15, 2020, and 
interim periods within fiscal years beginning after December 15, 2021. 
Early adoption is permitted. 

ASU 2018-16, Inclusion of the 
Secured Overnight Financing 
Rate (SOFR) Overnight Index 
Swap (OIS) Rate as a 
Benchmark Interest Rate for 
Hedge Accounting Purposes 

All entities For entities that have not already adopted ASU 2017-12, the 
amendments in this ASU are required to be adopted concurrently with 
the amendments in ASU 2017-12. 

For public business entities that already have adopted the 
amendments in ASU 2017-12, the amendments are effective for fiscal 
years beginning after December 15, 2018, and interim periods within 
those fiscal years. For all other entities that already have adopted the 
amendments in ASU 2017-12, the amendments are effective for fiscal 
years beginning after December 15, 2019, and interim periods within 
those fiscal years. Early adoption is permitted in any interim period 
upon issuance of this Update if an entity already has adopted ASU 
2017-12. 

ASU 2018-15, Customer’s 
Accounting for Implementation 
Costs Incurred in a Cloud 
Computing Arrangement That Is 
a Service Contract (a consensus 
of the FASB Emerging Issues 
Task Force) 

All entities Effective for public business entities for fiscal years beginning after 
December 15, 2019, and interim periods within those fiscal years. For 
all other entities, the amendments in this Update are effective for 
annual reporting periods beginning after December 15, 2020, and 
interim periods within annual periods beginning after December 15, 
2021. Early adoption is permitted, including adoption in any interim 
period, for all entities. 

ASU 2018-14, Disclosure 
Framework—Changes to the 
Disclosure Requirements for 
Defined Benefit Plans 

All employers that 
sponsor defined benefit 
pension or other 
postretirement plans 

Effective for fiscal years ending after December 15, 2020, for public 
business entities and for fiscal years ending after December 15, 2021, 
for all other entities. Early adoption is permitted for all entities. 
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Pronouncement Affects Effective Date and Transition 

ASU 2018-13, Disclosure 
Framework—Changes to the 
Disclosure Requirements for 
Fair Value Measurement 

All entities Effective for all entities for fiscal years, and interim periods within 
those fiscal years, beginning after December 15, 2019. Early adoption is 
permitted. 
 

ASU 2018-12, Targeted 
Improvements to the 
Accounting for Long-Duration 
Contracts 

Insurance entities For public business entities that meet the definition of an SEC filer, 
excluding entities eligible to be SRCs as defined by the SEC the 
amendments are effective for fiscal years, and interim periods within 
those fiscal years, beginning after December 15, 2021. For all other 
entities, the amendments are effective for fiscal years beginning after 
December 15, 2023, and interim periods within fiscal years beginning 
after December 15, 2024. Early application of the amendments is 
permitted. 

ASU 2018-11, Leases (Topic 
842)—Targeted Improvements 

All entities The amendments related to separating components of a contract affect 
the amendments in ASU 2016-02, which are not yet effective but can 
be early-adopted. 

For entities that have not adopted ASC 842 before the issuance of this 
ASU, the effective date and transition requirements for the 
amendments in this ASU related to separating components of a 
contract are the same as the effective date and transition requirements 
in ASU 2016-02. 

For entities that have adopted ASC 842, the effective date and 
transition of the amendments related to separating components of a 
contract are as follows: 

• The practical expedient may be elected either in the first reporting 
period following the issuance of this ASU or at the original 
effective date of ASC 842 for that entity. 

• The practical expedient may be applied either retrospectively or 
prospectively. 

All entities, including early adopters, that elect the practical expedient 
related to separating components of a contract in this ASU must apply 
the expedient, by class of underlying asset, to all existing lease 
transactions that qualify for the expedient at the date elected. 

ASU 2018-10, Codification 
Improvements to Topic 842, 
Leases   

All entities For entities that early-adopted ASC 842, the amendments are effective 
upon issuance, and the transition requirements are the same as those 
in ASC 842. For entities that have not adopted ASC 842, the effective 
date and transition requirements will be the same as the effective date 
and transition requirements in ASC 842. 



  

FINANCIAL SERVICES 
Quarterly Update            Third Quarter 2020 
 
 

Appendix A 
Important Implementation Dates, continued 
 

 

 
 

elliottdavis.com page 32 

Pronouncement Affects Effective Date and Transition 

ASU 2018-09, Codification 
Improvements 

All entities The transition and effective date guidance is based on the facts and 
circumstances of each amendment. Some of the amendments in this 
ASU do not require transition guidance and will be effective upon 
issuance. However, many of the amendments do have transition 
guidance with effective dates for annual periods beginning after 
December 15, 2018, for public business entities. 

ASU 2018-08, Clarifying the 
Scope and the Accounting 
Guidance for Contributions 
Received and Contributions 
Made 

All entities, including 
business entities, that 
receive or make 
contributions of cash 
and other assets, 
including promises to 
give within the scope of 
Subtopic 958-605 and 
contributions made 
within the scope of 
Subtopic 720-25, Other 
Expenses—
Contributions Made. 

Contributions Received: 
For an entity that is either a public business entity or an NFP that has 
issued, or is a conduit bond obligor for, securities that are traded, 
listed, or quoted on an exchange or an over-the-counter market and 
serves as a resource recipient, the entity should apply the amendments 
to annual periods beginning after June 15, 2018, including interim 
periods within those annual periods. All other entities should apply the 
amendments to annual periods beginning after December 15, 2018, 
and interim periods within annual periods beginning after December 
15, 2019. 

Contributions Made: 
For an entity that is either a public business entity or an NFP that has 
issued, or is a conduit bond obligor for, securities that are traded, 
listed, or quoted on an exchange or an over-the-counter market and 
serves as a resource provider, the entity should apply the amendments 
to annual periods beginning after December 15, 2018, including interim 
periods within those annual periods. All other entities should apply the 
amendments to annual periods beginning after December 15, 2019, 
and interim periods within annual periods beginning after December 
15, 2020. 

Early adoption of the amendments is permitted. 

ASU 2018-07, Improvements to 
Nonemployee Share-Based 
Payment Accounting 

All entities that enter 
into share-based 
payment transactions 
for acquiring goods and 
services from 
nonemployees. 

For public business entities, the amendments are effective for fiscal 
years beginning after December 15, 2018, including interim periods 
within that fiscal year. For all other entities, the amendments are 
effective for fiscal years beginning after December 15, 2019, and 
interim periods within fiscal years beginning after December 15, 2020. 
Early adoption is permitted, but no earlier than an entity’s adoption 
date of Topic 606. 

ASU 2018-01, Land Easement 
Practical Expedient for 
Transition to Topic 842 

All entities The effective date and transition requirements for ASU 2018-01 are the 
same as the effective date and transition requirements in ASU 2016-02. 
An entity that early adopted ASC 842 should apply the amendments in 
this ASU upon issuance. 



  

FINANCIAL SERVICES 
Quarterly Update            Third Quarter 2020 
 
 

Appendix A 
Important Implementation Dates, continued 
 

 

 
 

elliottdavis.com page 33 

Pronouncement Affects Effective Date and Transition 

ASU 2017-12, Targeted 
Improvements to Accounting for 
Hedging Activities 

Entities that elect to 
apply hedge accounting 

Effective for public business entities for fiscal years beginning after 
December 15, 2018, and interim periods therein. Effective for all other 
entities for fiscal years beginning after December 15, 2020, and interim 
periods within fiscal years beginning after December 15, 2021. All 
entities are permitted to early adopt the new guidance in any interim 
or annual period after issuance of the ASU. 

ASU 2017-11,  (Part I) 
Accounting for Certain Financial 
Instruments with Down Round 
Features, (Part II) Replacement 
of the Indefinite Deferral for 
Mandatorily Redeemable 
Financial Instruments of Certain 
Nonpublic Entities and Certain 
Mandatorily Redeemable 
Noncontrolling Interests with a 
Scope Exception 

Entities that issue 
financial instruments 
that include down 
round features 

Effective for public business entities for fiscal years, and interim 
periods within those fiscal years, beginning after December 15, 2018. 
Effective for all other entities for fiscal years beginning after December 
15, 2019, and interim periods within fiscal years beginning after 
December 15, 2020. Early adoption is permitted. 

ASU 2017-08, Premium 
Amortization on Purchased 
Callable Debt Securities 

Entities that hold 
investments in callable 
debt securities held at a 
premium 

Effective for public business entities for fiscal years, and interim 
periods within those fiscal years, beginning after December 15, 2018. 
For all other entities, the amendments are effective for fiscal years 
beginning after December 15, 2019, and interim periods within fiscal 
years beginning after December 15, 2020. Early adoption is permitted, 
including adoption in an interim period. 

ASU 2017-04, Simplifying the 
Test for Goodwill Impairment 

All entities. Effective for public business entities that are SEC filers for annual and 
interim goodwill impairment tests in fiscal years beginning after 
December 15, 2019. For public business entities that are not SEC filers, 
the amendments are effective for annual and interim goodwill 
impairment tests in fiscal years beginning after December 15, 2020. For 
all other entities, including not-for-profit entities, the amendments are 
effective for annual and interim goodwill impairment tests in fiscal 
years beginning after December 15, 2021. Early adoption is permitted 
for interim or annual goodwill impairment tests performed on testing 
dates after January 1, 2017. 
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Pronouncement Affects Effective Date and Transition 

ASU 2016-13, Measurement of 
Credit Losses on Financial 
Instruments 

All entities that hold 
financial assets and net 
investment in leases 
that are not accounted 
for at fair value through 
net income. 

For public business entities that meet the definition of an SEC filer, 
excluding entities eligible to be SRCs as defined by the SEC, the new 
standard is effective for fiscal years beginning after December 15, 
2019, including interim periods within those fiscal years. 

For all other organizations, the new standard is effective for fiscal years 
beginning after December 15, 2022, and interim periods within those 
fiscal years.  

Early application will be permitted for all organizations for fiscal years, 
and interim periods within those fiscal years, beginning after December 
15, 2018. 

ASU 2016-02, Leases All lessee and lessor 
entities. 

For public business entities, NFPs that have issued, or is a conduit bond 
obligor for, securities that are traded, listed, or quoted on an exchange 
or an OTC market, or an employee benefit plan that files financial 
statements with the SEC, the amendments are effective for fiscal years 
beginning after December 15, 2018, including interim periods within 
those fiscal years. 

For all other entities, the amendments are effective for fiscal years 
beginning after December 15, 2020, and interim periods within fiscal 
years beginning after December 15, 2021. 

Early application of the amendments is permitted for all entities. 

 
 



  

FINANCIAL SERVICES 
Quarterly Update            Third Quarter 2020 
 
 

Appendix B 
Illustrative Disclosures for Recently Issued Accounting Pronouncements 
For the Quarter Ended September 30, 2020 
 

 

 
 

elliottdavis.com page 35 

The illustrative disclosures below are presented in plain English.  Please review each disclosure for its applicability to your organization 
and the need for disclosure in your organization’s financial statements.  
 
{Please give careful consideration to appropriateness of highlighted text.} 
 
ASU 2016-02 ― Applicable to lessee and lessor entities: 
In February 2016, the FASB amended the Leases topic of the Accounting Standards Codification to revise certain aspects of recognition, 
measurement, presentation, and disclosure of leasing transactions. The amendments will be effective for [fiscal years beginning after 
December 15, 2018, including interim periods within those fiscal years.-public business entities] [fiscal years beginning after December 
15, 2020, and interim periods within fiscal years beginning after December 15, 2021.-all other entities]. Early adoption is permitted.  
 
We expect to adopt the guidance using the modified retrospective method and practical expedients for transition. The practical 
expedients allow us to largely account for our existing leases consistent with current guidance except for the incremental balance 
sheet recognition for lessees. We have started an initial evaluation of our leasing contracts and activities. We have also started 
developing our methodology to estimate the right-of use assets and lease liabilities, which is based on the present value of lease 
payments (the December 31, 2019 future minimum lease payments were $____ million). We do not expect a material change to the 
timing of expense recognition, but we are early in the implementation process and will continue to evaluate the impact. We are 
evaluating our existing disclosures and may need to provide additional information as a result of adoption of the ASU. 
 
ASU 2016-04 ― Applicable to entities that offer certain prepaid stored-value products: 
In March 2016, the FASB amended the Liabilities topic of the Accounting Standards Codification to address the current and potential 
future diversity in practice related to the derecognition of a prepaid stored-value product liability. The amendments will be effective 
for [financial statements issued for fiscal years beginning after December 15, 2017, including interim periods within those fiscal years.-
public business entities] [financial statements issued for fiscal years beginning after December 15, 2018, and interim periods within 
fiscal years beginning after December 15, 2019.-all other entities]. Early adoption is permitted. The Company will apply the guidance 
[using a modified retrospective transition method by means of a cumulative-effect adjustment to retained earnings as of the beginning 
of the fiscal year in which the guidance is effective] [retrospectively] to each period presented.  The Company does not expect these 
amendments to have a material effect on its financial statements. 
 
ASU 2016-13 ― Applicable to entities that hold financial assets and net investment in leases that are not accounted for at fair value 
through net income:  
In June 2016, the FASB issued guidance to change the accounting for credit losses and modify the impairment model for certain debt 
securities. The guidance requires a financial asset (including trade receivables) measured at amortized cost basis to be presented at 
the net amount expected to be collected. Thus, the income statement will reflect the measurement of credit losses for newly-
recognized financial assets as well as the expected increases or decreases of expected credit losses that have taken place during the 
period. The amendments will be effective for the Company for [fiscal years beginning after December 15, 2019, including interim 
periods within those fiscal years.-public business entities that meet the definition of an SEC filer, excluding entities eligible to be SRCs 
as defined by the SEC] [fiscal years beginning after December 15, 2022 including interim periods within those fiscal years.-all other 
entities] Early adoption is permitted for all organizations for periods beginning after December 15, 2018. The Company is currently in 
the process of evaluating the impact of adoption of this guidance on the financial statements. 
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ASU 2017-04 ― Applicable to all:  
In January 2017, the FASB amended the Goodwill and Other Topic of the Accounting Standards Codification to simplify the accounting 
for goodwill impairment for public business entities and other entities that have goodwill reported in their financial statements and 
have not elected the private company alternative for the subsequent measurement of goodwill. The amendment removes Step 2 of 
the goodwill impairment test. A goodwill impairment will now be the amount by which a reporting unit’s carrying value exceeds its 
fair value, not to exceed the carrying amount of goodwill.  The effective date and transition requirements for the technical corrections 
will be effective for the Company for [reporting periods beginning after December 15, 2019.-public business entities that are SEC filers] 
[reporting periods beginning after December 15, 2020.-public business entities that are not SEC filers] [reporting periods beginning 
after December 15, 2021.-all other entities] Early adoption is permitted for interim or annual goodwill impairment tests performed on 
testing dates after January 1, 2017.  The Company does not expect these amendments to have a material effect on its financial 
statements. 
 
ASU 2017-08 ― Applicable to entities that hold investments in callable debt securities held at a premium:  
In March 2017, the FASB amended the requirements in the Receivables—Nonrefundable Fees and Other Costs Topic of the Accounting 
Standards Codification related to the amortization period for certain purchased callable debt securities held at a premium. The 
amendments shorten the amortization period for the premium to the earliest call date. The amendments will be effective for the 
Company for [interim and annual periods beginning after December 15, 2018.-public business entities] [annual periods beginning after 
December 15, 2019, and interim periods within annual reporting periods beginning after December 15, 2020.-all other entities] Early 
adoption is permitted. The Company does not expect these amendments to have a material effect on its financial statements. 
 
ASU 2017-11 ― Applicable to entities that issue financial instruments that include down round features:  
In July 2017, the FASB amended the requirements in the Earnings per Share, Distinguishing Liabilities from Equity, and Derivatives and 
Hedging Topics of the Accounting Standards Codification to address the complexity of accounting for certain financial instruments 
with down round features.  The amendments will be effective for the Company for [interim and annual periods beginning after 
December 15, 2018.-public business entities] [annual periods beginning after December 15, 2019, and interim periods within annual 
reporting periods beginning after December 15, 2020.-all other entities] Early adoption is permitted. The Company does not expect 
these amendments to have a material effect on its financial statements. 
 
ASU 2017-12 ― Applicable to entities that elect to apply hedge accounting:  
In August 2017, the FASB amended the requirements of the Derivatives and Hedging Topic of the Accounting Standards Codification 
to improve the financial reporting of hedging relationships to better portray the economic results of an entity’s risk management 
activities in its financial statements. The amendments will be effective for the Company for [interim and annual periods beginning 
after December 15, 2018.-public business entities] [fiscal years beginning after December 15, 2020 and interim periods within fiscal 
years beginning after December 15, 2021.-entities other than public business entities] Early adoption is permitted. The Company does 
not expect these amendments to have a material effect on its financial statements. 
  
ASU 2018-01 ― Applicable to entities with land easements:  
In January 2018, the FASB amended the requirements of the Leases Topic of the Accounting Standards Codification. The amendments 
permit an entity to elect an optional transition practical expedient to not evaluate under the new lease accounting guidance land 
easements that exist or expired before the entity’s adoption of the new lease accounting guidance and that were not previously 
accounted for as leases under previous lease accounting guidance. The effective date and transition requirements for the amendments 
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are the same as the effective date and transition requirements in ASU 2016-02. Early adoption is permitted.  The Company does not 
expect these amendments to have a material effect on its financial statements. 
 
ASU 2018-07 ― Applicable to all entities that enter into share-based payment transactions for acquiring goods and services from 
nonemployees:  
In June 2018, the FASB amended the Compensation—Stock Compensation Topic of the Accounting Standards Codification. The 
amendments expand the scope of Topic 718 to include share-based payment transactions for acquiring goods and services from 
nonemployees. The amendments are effective for [fiscal years beginning after December 15, 2018, including interim periods within 
that fiscal year-public business entities] [fiscal years beginning after December 15, 2019, and interim periods within fiscal years 
beginning after December 15, 2020-all other entities]. Early adoption is permitted, but no earlier than an entity’s adoption date of 
Topic 606. The Company does not expect these amendments to have a material effect on its financial statements. 
 
ASU 2018-08 ― Applicable to Not-for-Profit entities and all other entities, including business entities, that receive or make 
contributions of cash and other assets, including promises to give within the scope of Subtopic 958-605 and contributions made 
within the scope of Subtopic 720-25, Other Expenses—Contributions Made:  
In June 2018, the FASB updated the Not-for-Profit Entities Topic of the Accounting Standards Codification. The amendments clarify 
and improve current guidance about whether a transfer of assets (or the reduction, settlement, or cancellation of liabilities) is a 
contribution or an exchange transaction. For contributions received, the amendments are effective for [annual periods beginning after 
June 15, 2018, including interim periods within those annual periods-public business entities or an NFP that has issued, or is a conduit 
bond obligor for, securities that are traded, listed, or quoted on an exchange or an over-the-counter market and serves as a resource 
recipient] [annual periods beginning after December 15, 2018, and interim periods within those annual periods beginning after 
December 15, 2019-all other entities]. For contributions made, the amendments are effective for [annual periods beginning after 
December 15, 2018, including interim periods within those annual periods-public business entities or an NFP that has issued, or is a 
conduit bond obligor for, securities that are traded, listed, or quoted on an exchange or an over-the-counter market and serves as a 
resource provider] [annual periods beginning after December 15, 2019, and interim periods within those annual periods beginning after 
December 15, 2020-all other entities]. Early adoption is permitted. The Company does not expect these amendments to have a material 
effect on its financial statements. 
 
ASU 2018-10 ― Applicable to lessee and lessor entities:  
In July 2018, the FASB amended the Leases Topic of the Accounting Standards Codification to make narrow amendments to clarify 
how to apply certain aspects of the new leases standard. The amendments are effective for [reporting periods beginning after 
December 15, 2018.-public business entities] [annual periods beginning after December 15, 2019, and interim periods within annual 
reporting periods beginning after December 15, 2020-all other entities]. The Company does not expect these amendments to have a 
material effect on its financial statements. 
 
ASU 2018-11 ― Applicable to lessee and lessor entities:  
In July 2018, the FASB amended the Leases Topic of the Accounting Standards Codification to give entities another option for transition 
and to provide lessors with a practical expedient. The amendments will be effective for the Company for [reporting periods beginning 
after December 15, 2018.-public business entities] [annual periods beginning after December 15, 2019, and interim periods within 
annual reporting periods beginning after December 15, 2020-all other entities]. The Company does not expect these amendments to 
have a material effect on its financial statements. 
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ASU 2018-12 ― Applicable to insurance entities that issue long-duration contracts:  
In August 2018, the FASB amended the Financial Services—Insurance Topic of the Accounting Standards Codification to make targeted 
improvements to the existing recognition, measurement, presentation, and disclosure requirements for long-duration contracts issued 
by an insurance entity. The amendments will be effective for the Company for [fiscal years beginning after December 15, 2021, and 
interim periods within those fiscal years.-public business entities that meet the definition of an SEC filer, excluding entities eligible to 
be SRCs as defined by the SED] [for fiscal years beginning after December 15, 2023, and interim periods within fiscal year beginning 
after December 15, 2024.-all other entities] The Company does not expect these amendments to have a material effect on its financial 
statements. 
 
ASU 2018-13 ― Applicable to all entities that are required to make disclosures about recurring or nonrecurring fair value 
measurements:  
In August 2018, the FASB amended the Fair Value Measurement Topic of the Accounting Standards Codification. The amendments 
remove, modify, and add certain fair value disclosure requirements based on the concepts in the FASB Concepts Statement, 
Conceptual Framework for Financial Reporting—Chapter 8: Notes to Financial Statements. The amendments are effective for all 
entities for fiscal years, and interim periods within those fiscal years, beginning after December 15, 2019. Early adoption is permitted. 
An entity is permitted to early adopt any removed or modified disclosures upon issuance of this ASU and delay adoption of the 
additional disclosures until their effective date. The Company does not expect these amendments to have a material effect on its 
financial statements. 
 
ASU 2018-14 ― Applicable to all employers that sponsor defined benefit pension or other postretirement plans:  
In August 2018, the FASB amended the Compensation—Retirement Benefits—Defined Benefit Plans Topic of the Accounting Standards 
Codification. The amendments remove, modify, and add certain disclosure requirements for employers that sponsor defined benefit 
pension plans or other postretirement plans. The amendments are effective [fiscal years ending after December 15, 2020.-public 
business entities] [fiscal years ending after December 15, 2021-all other entities]. Early adoption is permitted. The Company does not 
expect these amendments to have a material effect on its financial statements. 
 
ASU 2018-15 ― Applicable to all:  
In August 2018, the FASB amended the Intangibles—Goodwill and Other Topic of the Accounting Standards Codification to align the 
requirements for capitalizing implementation costs incurred in a hosting arrangement that is a service contract with the requirements 
for capitalizing implementation costs incurred to develop or obtain internal-use software. The amendments will be effective for the 
Company for [fiscal years beginning after December 15, 2019.-public business entities] [fiscal years beginning after December 15, 2020, 
and interim periods within fiscal years beginning after December 15, 2021-all other entities]. Early adoption is permitted. The Company 
does not expect these amendments to have a material effect on its financial statements. 
 
ASU 2018-16 ― Applicable to all:  
In October 2018, the FASB amended the Derivatives and Hedging Topic of the Accounting Standards Codification to expand the list of 
U.S. benchmark interest rates permitted in the application of hedge accounting. The amendments will be effective for the Company 
for [fiscal years beginning after December 15, 2018.-public business entities] [fiscal years beginning after December 15, 2019-all other 
entities]. Early adoption is permitted. The Company does not expect these amendments to have a material effect on its financial 
statements. 
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ASU 2018-17 ― Applicable to all:  
In October 2018, the FASB amended the Consolidation topic of the Accounting Standards Codification for determining whether a 
decision-making fee is a variable interest. The amendments require organizations to consider indirect interests held through related 
parties under common control on a proportional basis rather than as the equivalent of a direct interest in its entirety. [The 
amendments will be effective for the Company for fiscal years beginning after December 15, 2019, and interim periods within those 
fiscal years.-public business entities] [The amendments also provide a nonpublic entity with the option to exempt itself from applying 
the variable interest entity consolidation model to qualifying common control arrangements. The amendments will be effective for the 
Company for annual periods beginning after December 15, 2020, and interim periods within annual reporting periods beginning after 
December 15, 2021.-all other entities] Early adoption is permitted. The Company will apply a full retrospective approach in which 
financial statements for each individual prior period presented and the opening balances of the earliest period presented are adjusted 
to reflect the period-specific effects of applying the amendments. [The Company does not expect these amendments to have a material 
effect on its financial statements.] [The Company is currently evaluating the effect that implementation of the new standard will have 
on its financial statements.] 
 
ASU 2018-18 ― Applicable to all:  
In November 2018, the FASB amended the Collaborative Arrangements Topic of the Accounting Standards Codification to clarify the 
interaction between the guidance for certain collaborative arrangements and the new revenue recognition financial accounting and 
reporting standard. The amendments will be effective for the Company for [fiscal years beginning after December 15, 2019, and interim 
periods within those fiscal years.-public business entities] [fiscal years beginning after December 15, 2020, and interim periods within 
fiscal years beginning after December 15, 2021.-all other entities] Early adoption is permitted. The Company does not expect these 
amendments to have a material effect on its financial statements. 
 
ASU 2018-19 ― Applicable to entities that hold financial assets and net investment in leases that are not accounted for at fair value 
through net income:  
In November 2018, the FASB issued guidance to amend the Financial Instruments—Credit Losses topic of the Accounting Standards 
Codification. The guidance aligns the implementation date of the topic for annual financial statements of nonpublic companies with 
the implementation date for their interim financial statements. The guidance also clarifies that receivables arising from operating 
leases are not within the scope of the topic, but rather, should be accounted for in accordance with the leases topic. The amendments 
will be effective for the Company for [reporting periods beginning after December 15, 2019, including interim periods within those 
fiscal years.-SEC filers] [reporting periods beginning after December 15, 2020, including interim periods within those fiscal years.-public 
business entities that are not SEC filers] [fiscal years beginning after December 15, 2021, including interim periods within those fiscal 
years.-all other entities] Early adoption is permitted for all organizations for periods beginning after December 15, 2018. The Company 
is currently in the process of evaluating the impact of adoption of this guidance on the financial statements. 
 
ASU 2018-20 ― Applicable to all:  
In December 2018, the FASB issued guidance that providing narrow-scope improvements for lessors, that provides relief in the 
accounting for sales, use and similar taxes, the accounting for other costs paid by a lessee that may benefit a lessor, and variable 
payments when contracts have lease and non-lease components. The amendments will be effective for the Company for [reporting 
periods beginning after December 15, 2018, including interim periods within those fiscal years.-public business entities] [annual periods 
beginning after December 15, 2019, and interim periods within annual reporting periods beginning after December 15, 2020-all other 
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entities]. Early adoption is permitted. The Company does not expect these amendments to have a material effect on its financial 
statements. 
 
ASU 2019-01 ― Applicable to all:  
In March 2019, the FASB issued guidance to address concerns companies had raised about an accounting exception they would lose 
when assessing the fair value of underlying assets under the leases standard and clarify that lessees and lessors are exempt from a 
certain interim disclosure requirement associated with adopting the new standard. The amendments will be effective for the Company 
for [reporting periods beginning after December 15, 2019.-public business entities] [annual periods beginning after December 15, 2019, 
and interim periods within annual reporting periods beginning after December 15, 2020-all other entities]. Early adoption is permitted. 
The Company does not expect these amendments to have a material effect on its financial statements. 
 
ASU 2019-02 ― Applicable to broadcasters and entities that produce and distribute films and episodic television series:  
In March 2019, the FASB issued guidance that helps align the accounting for production costs for films and episodic content produced 
for television and streaming services. The amendments will be effective for the Company for [reporting periods beginning after 
December 15, 2019, including interim periods within those fiscal years.-public business entities] [reporting periods beginning after 
December 15, 2020, including interim periods within those fiscal years.-all other entities]. Early adoption is permitted. The Company 
does not expect these amendments to have a material effect on its financial statements. 
 
ASU 2019-03 ― Applicable to entities that hold collections:  
In March 2019, the FASB issued guidance to clarify the definition of collection in the Master Glossary in order to eliminate the diversity 
in practice between the application of the Master Glossary’s definition compared with the definition that many entities use for 
accreditation purposes. The amendments will be effective for the Organization for fiscal years beginning after December 15, 2019, 
and interim periods within fiscal years beginning after December 15, 2020 and should be applied on a prospective basis. Early adoption 
is permitted. The Organization does not expect these amendments to have a material effect on its financial statements. 
 
ASU 2019-04 ― Applicable to entities that hold financial instruments:  
In April 2019, the FASB issued guidance that clarifies and improves areas of guidance related to the recently issued standards on credit 
losses, hedging, and recognition and measurement of financial instruments. The amendments related to credit losses will be effective 
for the Company for [reporting periods beginning after December 15, 2019.-SEC filers] [reporting periods beginning after December 
15, 2020.-public business entities that are not SEC filers] [fiscal years beginning after December 15, 2021, including interim periods 
within those fiscal years.-all other entities]. The amendments related to hedging will be effective for the Company for [interim and 
annual periods beginning after December 15, 2018.-public business entities] [annual periods beginning after December 15, 2019, and 
interim periods within annual reporting periods beginning after December 15, 2020.-all other entities]. The amendments related to 
recognition and measurement of financial instruments will be effective for the Company for fiscal years beginning after December 15, 
2019, including interim periods within those fiscal years. The Company does not expect these amendments to have a material effect 
on its financial statements. 
 
ASU 2019-05 ― Applicable to entities that hold financial instruments:  
In May 2019, the FASB issued guidance to provide entities with an option to irrevocably elect the fair value option, applied on an 
instrument-by-instrument basis for eligible instruments, upon adoption of ASU 2016-13, Measurement of Credit Losses on Financial 
Instruments. The amendments will be effective for the Company for [fiscal years beginning after December 15, 2019, including interim 
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periods within those fiscal years.-entities that have adopted ASU 2016-13] {For entities that have not yet adopted ASU 2016-13: 
[reporting periods beginning after December 15, 2019.-SEC filers] [reporting periods beginning after December 15, 2020.-public 
business entities that are not SEC filers] [fiscal years beginning after December 15, 2021, including interim periods within those fiscal 
years.-all other entities]}. The Company does not expect these amendments to have a material effect on its financial statements. 
 
ASU 2019-06 ― Applicable to all not-for-profit entities:  
In May 2019, the FASB issued guidance to extend the private company accounting alternatives related to goodwill and business 
combinations to not-for-profit entities. Under the goodwill accounting alternative, a not-for-profit entity may elect to amortize 
goodwill on a straight-line basis over a period of ten years or over a shorter period if the entity demonstrates that another useful life 
is more appropriate. Goodwill would be subject to impairment testing only upon the occurrence of a triggering event. Under the 
business combination accounting alternative, a not-for-profit entity may elect to not recognize separately from goodwill (1) customer-
related intangible assets that are not capable of being sold or licensed independently from the other assets of the business and (2) 
noncompetition agreements. This alternative generally will result in recognizing fewer intangible assets in a business combination and, 
correspondingly, more goodwill. The alternative is applied on a prospective basis. In addition, when this alternative is elected, the 
entity also is required to adopt the alternative accounting related to goodwill. The amendments are effective upon issuance. The 
Organization does not expect these amendments to have a material effect on its financial statements. 
 
ASU 2019-07 ― Applicable to SEC filers:  
In July 2019, the FASB updated various Topics of the Accounting Standards Codification to align the guidance in various SEC sections 
of the Codification with the requirements of certain SEC final rules. The amendments were effective upon issuance and did not have 
a material effect on the financial statements. 
 
ASU 2019-08 ― Applicable to entities that make share-based payments to customers:  
In November 2019, the FASB issued guidance to simplify and increase comparability of accounting for nonemployee share-based 
payments, specifically those made to customers. As a result, the amount recorded as a reduction in revenue will be measured based 
on the grant-date fair value of the share-based payment. The amendments are effective for [fiscal years beginning after December 15, 
2019, and interim periods within those fiscal years-public business entities that have not yet adopted ASU 2018-07] [fiscal years 
beginning after December 15, 2019, and interim periods within fiscal years beginning after December 15, 2020-entities other than 
public business entities that have not yet adopted ASU 2018-07] [fiscal years beginning after December 15, 2019, and interim periods 
within those fiscal years-all entities that have adopted ASU 2018-07]. The Company does not expect these amendments to have a 
material effect on its financial statements. 
 
ASU 2019-09 ― Applicable to insurance entities that issue long-duration contracts:  
In November 2019, the FASB issued guidance to defer the effective date of ASU 2018-12, Financial Services—Insurance (Topic 944): 
Targeted Improvements to the Accounting for Long-Duration Contracts. The new effective date will be [for fiscal years beginning after 
December 15, 2021, and interim periods within those fiscal years.-public business entities that meet the definition of an SEC filer, 
excluding entities eligible to be SRCs as defined by the SEC] [for fiscal years beginning after December 15, 2023, and interim periods 
within fiscal year beginning after December 15, 2024.-all other entities] The Company does not expect these amendments to have a 
material effect on its financial statements. 
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ASU 2019-10 ― Applicable to all entities:  
In November 2019, the FASB issued guidance to defer the effective dates for private companies, not-for-profit organizations, and 
certain smaller reporting companies applying standards on current expected credit losses (CECL), leases, hedging. The new effective 
dates will be CECL: [fiscal years beginning after December 15, 2019, including interim periods within those fiscal years.-public business 
entities that meet the definition of an SEC filer, excluding entities eligible to be SRCs as defined by the SEC] [fiscal years beginning after 
December 15, 2022 including interim periods within those fiscal years.-all other entities]; Hedging: [fiscal years beginning after 
December 15, 2020 and interim periods within fiscal years beginning after December 15, 2021.-entities other than public business 
entities]; Leases: [fiscal years beginning after December 15, 2020, and interim periods within fiscal years beginning after December 15, 
2021.-all entities other than public business entities; not-for-profit entities that have issued or are conduit bond obligors for securities 
that are traded, listed, or quoted on an exchange or an over-the-counter market; and employee benefit plans that file or furnish 
financial statements with or to the SEC] The Company does not expect these amendments to have a material effect on its financial 
statements. 
 
ASU 2019-11 ― Applicable to all entities:  
In November 2019, the FASB issued guidance that addresses issues raised by stakeholders during the implementation of ASU 2016-
13, Financial Instruments—Credit Losses (Topic 326): Measurement of Credit Losses on Financial Instruments. The amendments affect 
a variety of Topics in the Accounting Standards Codification. [For entities that have adopted the amendments in ASU 2016-13, the 
amendments are effective for fiscal years beginning after December 15, 2019, including interim periods within those fiscal years] [For 
entities that have not yet adopted the amendments in ASU 2016-13, the amendments are effective for fiscal years beginning after 
December 15, 2019, including interim periods within those fiscal years-public business entities that meet the definition of an SEC filer, 
excluding entities eligible to be SRCs as defined by the SEC] [fiscal years beginning after December 15, 2022 including interim periods 
within those fiscal years-all other entities]. Early adoption is permitted in any interim period as long as an entity has adopted the 
amendments in ASU 2016-13. The Company does not expect these amendments to have a material effect on its financial statements. 
 
ASU 2019-12 ― Applicable to entities within the scope of Topic 740, Income Taxes:  
In December 2019, the FASB issued guidance to simplify accounting for income taxes by removing specific technical exceptions that 
often produce information investors have a hard time understanding. The amendments also improve consistent application of and 
simplify GAAP for other areas of Topic 740 by clarifying and amending existing guidance. The amendments are effective for [fiscal 
years beginning after December 15, 2020, including interim periods within those fiscal years.-public business entities] [fiscal years 
beginning after December 15, 2021, and interim periods within annual reporting periods beginning after December 15, 2022-all other 
entities]. Early adoption is permitted. The Company does not expect these amendments to have a material effect on its financial 
statements. 
 
ASU 2020-01 ― All entities:  
In January 2020, the FASB issued guidance to address accounting for the transition into and out of the equity method and measuring 
certain purchased options and forward contracts to acquire investments. The amendments are effective for [fiscal years beginning 
after December 15, 2020, and interim periods within those fiscal years.-public business entities] [for fiscal years beginning after 
December 15, 2021, and interim periods within those fiscal years-all other entities]. Early adoption is permitted, including early 
adoption in an interim period. The Company does not expect these amendments to have a material effect on its financial statements. 
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ASU 2020-02 ― Applicable to SEC filers:  
In February 2020, the FASB issued guidance to add and amend SEC paragraphs in the Accounting Standards Codification to reflect the 
issuance of SEC Staff Accounting Bulletin No. 119 related to the new credit losses standard and comments by the SEC staff related to 
the revised effective date of the new leases standard. The amendments were effective upon issuance. The Company does not expect 
these amendments to have a material effect on its financial statements. 
 
ASU 2020-03 ― Applicable to all entities:  
In March 2020, the FASB issued guidance that makes narrow-scope improvements to various aspects of the financial instrument 
guidance, including the current expected credit losses (CECL) guidance issued in 2016. The amendments related to conforming 
amendments: For public business entities, the amendments are effective upon issuance of this final ASU. For all other entities, the 
amendments are effective for fiscal years beginning after December 15, 2019, and interim periods within those fiscal years beginning 
after December 15, 2020. Early application is permitted. The effective date of the amendments to ASU 2016-01 is for fiscal years 
beginning after December 15, 2019, including interim periods within those fiscal years. For the amendments related to ASU 2016-13, 
public business entities that meet the definition of an SEC filer, excluding eligible smaller reporting companies (SRCs) as defined by the 
SEC, should adopt the amendments in ASU 2016-13 during 2020. All other entities should adopt the amendments in ASU 2016-13 during 
2023. Early adoption will continue to be permitted. For entities that have not yet adopted the guidance in ASU 2016-13, the effective 
dates and the transition requirements for these amendments are the same as the effective date and transition requirements in ASU 
2016-13. For entities that have adopted the guidance in ASU 2016-13, the amendments are effective for fiscal years beginning after 
December 15, 2019, including interim periods within those fiscal years. For those entities, the amendments should be applied on a 
modified-retrospective basis by means of a cumulative-effect adjustment to opening retained earnings in the statement of financial 
position as of the date that an entity adopted the amendments in ASU 2016-13.The Company does not expect these amendments to 
have a material effect on its financial statements. 
 
ASU 2020-04 ― Applicable to all entities:  
In March 2020, the FASB issued guidance to provide temporary optional guidance to ease the potential burden in accounting for 
reference rate reform. The amendments are effective as of March 12, 2020 through December 31, 2022. The Company does not expect 
these amendments to have a material effect on its financial statements. 
 
ASU 2020-05 ― Applicable to all entities:  
In June 2020, the FASB issued guidance to defer the effective dates for certain companies and organizations which have not yet applied 
the revenue recognition and leases guidance by one year. The new effective dates will be: Revenue Recognition: annual reporting 
periods beginning after December 15, 2019, and interim reporting periods within annual reporting periods beginning after December 
15, 2020; Leases: fiscal years beginning after December 15, 2021, and interim periods within fiscal years beginning after December 15, 
2022. The Company does not expect these amendments to have a material effect on its financial statements. 
 
ASU 2020-06 ― Applicable to all entities:  
In August 2020, the FASB issued guidance to improve financial reporting associated with accounting for convertible instruments and 
contracts in an entity’s own equity. The amendments are effective for [fiscal years beginning after December 15, 2021, including 
interim periods within those fiscal years – public business entities that meet the definition of a SEC filer, excluding entities eligible to be 
smaller reporting companies as defined by the SEC] [fiscal years beginning after December 15, 2023, including interim periods within 
those fiscal years – all other entities]. Early adoption is permitted, but no earlier than fiscal years beginning after December 15, 2020, 
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including interim periods within those fiscal years. The Company does not expect these amendments to have a material effect on its 
financial statements. 
 
ASU 2020-07 ― Applicable to not-for-profit entities:  
In September 2020, the FASB issued guidance to improve financial reporting on contributed nonfinancial assets, also known as gifts-
in-kind donations. The amendments will be effective for annual periods after June 15, 2021 and interim periods within fiscal years 
after June 15, 2022. Early adoption is permitted. The Organization does not expect these amendments to have a material effect on its 
financial statements. 
 
Applicable to all:  
Other accounting standards that have been issued or proposed by the FASB or other standards-setting bodies are not expected to 
have a material impact on the Company’s financial position, results of operations or cash flows. 
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 NOTE: The disclosures in the previous appendix are not intended to be all inclusive.  All pronouncements issued during the 
period should be evaluated to determine whether they are applicable to your Company. Through September 30, 2020, the 
FASB had issued the following Accounting Standard Updates during the year.   

• ASU 2020-07, Not-for-Profit Reporting of Gifts-in-Kind (Contributed Nonfinancial Assets) 

• ASU 2020-06, Debt—Debt with Conversion and Other Options (Subtopic 470-20) and Derivatives and Hedging—
Contracts in Entity’s Own Equity (Subtopic 815-40): Accounting for Convertible Instruments and Contracts in an Entity’s 
Own Equity 

• ASU 2020-05, Revenue from Contracts with Customers (Topic 606) and Leases (Topic 842): Effective Dates for Certain 
Entities 

• ASU 2020-04, Reference Rate Reform (Topic 848): Facilitation of the Effects of Reference Rate Reform on Financial 
Reporting 

• ASU 2020-03, Codification Improvements to Financial Instruments 

• ASU 2020-02, Financial Instruments—Credit Losses (Topic 326) and Leases (Topic 842)—Amendments to SEC Paragraphs 
Pursuant to SEC Staff Accounting Bulletin No. 119 and Update to SEC Section on Effective Date Related to Accounting 
Standards Update No. 2016-02, Leases (Topic 842)  (SEC Update) 

• ASU 2020-01, Investments—Equity Securities (Topic 321), Investments—Equity Method and Joint  Ventures (Topic 323), 
and Derivatives and Hedging (Topic 815)—Clarifying the Interactions between Topic 321, Topic 323, and Topic 815 (a 
consensus of the FASB Emerging Issues Task Force) 
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