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This EITF Snapshot summarizes the November 14, 2013, meeting of the Emerging Issues Task Force (EITF or “Task Force”).

Initial Task Force consensuses (“consensuses-for-exposure”) are exposed for a comment period upon ratification by the Financial 
Accounting Standards Board (FASB). After the comment period, the Task Force considers comments received and redeliberates 
the issues at a scheduled meeting in order to reach a final consensus. Those final consensuses are then provided to the Board for 
ratification.

After the December 11, 2013, FASB meeting, the official EITF minutes, including the results of the FASB’s ratification process, 
will be posted to the Technical Library: The Deloitte Accounting Research Tool and to the FASB’s Web site. EITF Issue summaries 
also can be found on those sites. Also see the EITF’s official minutes and ratified consensuses, since they may differ from this 
publication.

Issue 12-F Recognition of New Accounting Basis (Pushdown) in Certain  
 Circumstances
 Status: No consensus reached.

 Affects: Acquired entities that issue stand-alone financial statements.

 Background: Currently there is limited U.S. GAAP guidance on determining when an acquiring entity can establish a 
new accounting and reporting basis1 in the acquired entity’s stand-alone financial statements (commonly 
referred to as “pushdown” accounting). ASC 805-50-S99-1 through S99-42 contain pushdown accounting 
requirements for SEC registrants. Under this guidance, pushdown accounting is (1) prohibited when 
80 percent or less of an entity’s ownership is acquired, (2) permitted when between 80 percent and 
95 percent is acquired, and (3) required when 95 percent or more is acquired. However, because only 
SEC registrants are required to apply this guidance, there is diversity in practice in how nonpublic entities 
or non-SEC registrants apply pushdown accounting. There is also diversity in practice when between 80 
percent and 95 percent of an SEC registrant has been acquired, because pushdown accounting is optional 
in such cases.

  This Issue addresses (1) whether an acquired reporting entity should establish a new accounting basis in its 
stand-alone financial statements as a result of a change in its ownership from a transaction or other event 
and, if so, (2) the level of change in ownership at which the new accounting basis should be required 
(i.e., upon obtaining control3 of an acquired entity or upon obtaining substantially all4 of the controlling 
financial interest in an acquired entity).

 Summary: At this meeting, the Task Force tentatively decided to (1) require a public entity to apply pushdown 
accounting upon a change-in-control event that causes the acquired entity to become substantially wholly 
owned by the acquirer and (2) permit a public entity to apply pushdown accounting when a change-in-
control event occurs that does not cause the acquired entity to become substantially wholly owned. The 
Task Force also directed the FASB staff to consider whether there are other circumstances in which an 
a public acquired entity should be required or not permitted to apply pushdown accounting. Nonpublic 
entities would have the option, but would not be required, to apply pushdown accounting when a change 
in control occurs. The Task Force also tentatively decided that a change-in-control event could include one 
that is effected without a transfer of consideration.

1 This typically involves the application of business combinations guidance and recognition of assets and liabilities at their fair values.
2 For titles of FASB Accounting Standards Codification (ASC) references, see Deloitte’s “Titles of Topics and Subtopics in the FASB Accounting Standards Codification.”
3 The Codification Master Glossary defines control as the “possession, direct or indirect, of the power to direct or cause the direction of the management and policies of an entity 

through ownership, by contract, or otherwise.”
4 The Codification Master Glossary defines the term “substantially all” as 90 percent “[i]n the context of the concepts underlying the classification criteria of Topic 840.”

http://www.deloitte.com/assets/Dcom-UnitedStates/Local Content/Articles/AERS/Accounting-Standards-Communications/us_assur_Titles_of_Cod_Topics_Subtopics.pdf
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  In addition, the Task Force tentatively decided that when applying pushdown accounting in accordance 
with the guidance described above, an acquired entity would be:

• Prohibited from recognizing acquisition-related debt incurred by the acquirer unless the acquired entity 
is required to do so in accordance with applicable U.S. GAAP (e.g., because the acquired entity is 
legally obligated).

• Required to recognize the acquirer’s goodwill.

• Prohibited from recognizing bargain purchase gains that resulted from the change-in-control 
transaction or event.

  The Task Force tentatively decided not to require incremental disclosures beyond those already required 
under ASC 805 and other applicable U.S. GAAP.

  Finally, the Task Force directed the FASB staff to consider certain follow-on issues resulting from the 
tentative decisions described above, including:

• The definition of “substantially wholly owned.”

• Issues related to collaborative groups, whereby ownership is obtained and shared by multiple entities 
working in coordination with each other to effect the acquisition of the acquiree.

• Step acquisitions.

 Effective Date
 and Transition: The Task Force will discuss the Issue’s effective date and transition method at a future meeting.

 Next Steps:  The Task Force will discuss this Issue again at a future meeting. 

Issue 12-G Measuring the Financial Assets and Financial Liabilities of a 
 Consolidated Collateralized Financing Entity
 Status: Final consensus.

 Affects:  Entities that consolidate a collateralized financing entity (CFE).5

 Background: Some reporting entities are required to consolidate CFEs, such as collateralized debt obligation (CDO) 
and collateralized loan obligation (CLO) entities. Upon consolidation, such reporting entities must initially 
measure the CFE’s financial assets and financial liabilities (i.e., beneficial interests) at fair value. In some 
instances, the aggregate fair value of the CFE’s financial assets exceeds its financial liabilities6 (or vice versa) 
even though the CFE’s liabilities generally have recourse only to the assets of the CFE. Some may interpret 
U.S. GAAP as requiring that this difference be included in the reporting entity’s earnings despite concerns 
by financial reporting practitioners that, economically, this excess is attributable to the holders of the CFE’s 
liabilities. Such concerns have led to diversity in entities’ accounting for this difference.

  In July 2013, the FASB issued a proposed ASU7 that would have eliminated any such differences by 
allowing entities to measure the financial liabilities of a consolidated CFE on the basis of the fair value of 
the CFE’s financial assets.

 Summary:  At this meeting, the Task Force heard a summary of comment letters received and learned that many 
respondents were concerned about the proposed approach of measuring the financial liabilities of a CFE 
on the basis of the fair value of the CFE’s financial assets. Some respondents observed that a CFE’s financial 
liabilities are often more observable than its financial assets and that the proposed approach could be more 
burdensome than one that permitted an entity to use the fair value of a CFE’s financial liabilities to derive 
the value of its financial assets. 

5 The EITF reached a final consensus to define a CFE as a “variable interest entity that holds financial assets, issues beneficial interest in those financial assets, and has no more than 
nominal equity. The beneficial interests have recourse to the related financial assets of the [CFE] and are classified as financial liabilities. A CFE may hold nonfinancial assets temporarily 
as a result of default by the debtor on the underlying debt instruments held as assets by the [CFE] or in an effort to restructure the debt instruments held as assets by the [CFE].” In 
addition, CFEs have no or nominal equity. A CFE that holds a guarantee of the beneficial interests of the CFE from the consolidating reporting entity would not be excluded from the 
scope of this Issue.

6 The FASB staff’s August 27, 2012, Issue Summary notes that differences could result from “(a) liquidity discounts that were inherent in the exit price for the CFE’s liabilities and not 
in the CFE’s assets, (b) differences in the duration of the CFE’s assets and the duration of the CFE’s liabilities, or (c) principal markets for the assets and the liabilities that were not 
identical.”

7 FASB Proposed Accounting Standards Update, Measuring the Financial Liabilities of a Consolidated Collateralized Financing Entity — a consensus of the FASB Emerging Issues Task 
Force.

http://www.fasb.org/cs/ContentServer?c=Document_C&pagename=FASB%2FDocument_C%2FDocumentPage&cid=1176163113747
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  Through redeliberations related to this Issue, the Task Force reached a final consensus that: 

• Requires reporting entities to “use the more observable of the fair value of the financial assets or the 
financial liabilities to measure the financial assets and the financial liabilities of a [CFE]”8 when a CFE is 
initially consolidated. 

• Permits entities to make an accounting policy election to apply this same measurement approach after 
initial consolidation or to apply other U.S. GAAP to account for the consolidated CFE’s financial assets 
and financial liabilities.

• Prohibits all entities from electing to use the fair value option in ASC 825 to measure either the 
financial assets or financial liabilities of a consolidated CFE that is within the scope of this Issue.

  A CFE with financial liabilities that have recourse to the financial assets of the consolidating reporting entity 
that failed to achieve sale accounting for the transfer of those financial assets is not within the scope of 
this Issue.

  When determining the less observable value, the entity must adjust the more observable fair value for 
nonfinancial assets, beneficial interests owned, and interests that represent compensation. The following 
table shows the formulas that typically would be used:9

Financial Assets Are More Observable Financial Liabilities Are More Observable

Fair value of financial assets

Plus: Carrying value of nonfinancial assets

Less: Fair value of the reporting entity’s owned beneficial 
interests (other than those that represent compensation)

Less: Carrying value of interests related to compensation

Equals: The value of the financial liabilities of the CFE

Fair value of the financial liabilities

Plus: Fair value of the reporting entity’s owned beneficial 
interests (other than those that represent compensation)

Plus: Carrying value of interests related to compensation

Less: Carrying value of nonfinancial assets

Equals: The value of the financial assets of the CFE

  The EITF also reached a final consensus that would require entities that make the accounting policy 
election to apply the measurement approach in this Issue to subsequent measurements of the financial 
assets and financial liabilities for all of an entity‘s consolidated CFEs (1) to also provide ASC 820 disclosures 
related to fair value for the more observable measure of the CFE’s financial assets or financial liabilities and 
(2) to disclose the method used to determine the less observable value. Entities should also disclose the fair 
value of the reporting entity’s owned beneficial interests and should provide relevant disclosures about that 
fair value measurement.

 Effective Date
 and Transition: The Task Force reached a final consensus that this guidance should be effective for public entities for fiscal 

years beginning after December 15, 2014, and interim periods therein. For nonpublic entities, the guidance 
would be effective for annual periods beginning after December 15, 2015, and interim and annual periods 
thereafter. Early adoption would be permitted for both public and nonpublic entities. Entities would apply 
the guidance in this Issue by using a modified retrospective transition. When adopting this guidance, an 
entity may be required to remeasure the financial assets or financial liabilities of a CFE (e.g., an entity that 
previously measured both the financial assets and financial liabilities of a CFE at fair value under the fair 
value option in ASC 825). Under the modified retrospective method, such an entity would remeasure, as 
of the first day in the year of adoption, the financial assets or financial liabilities of a consolidated CFE that 
exists as of the date of adoption by using either (1) the measurement approach in this consensus (if the 
entity elects the subsequent-measurement guidance in this Issue) or (2) other applicable U.S. GAAP (if the 
entity elects not to apply the subsequent-measurement guidance in this Issue). Because the measurement 
approach in this final consensus is required for initial consolidations, an entity would be required to apply 
this approach to any initial consolidation that occurred between the beginning of the year of adoption and 
the date adopted. The cumulative effect of adopting this guidance would be recorded as an adjustment to 
beginning retained earnings. 

 Next Steps: FASB ratification is expected at the Board’s December 11, 2013, meeting, after which a final ASU will be 
issued.

  8 Quoted from the EITF’s November 1, 2013, Issue Summary No. 1, Supplement No. 3, related to EITF Issue No. 12-G. Under this approach, if the financial liabilities of the CFE are more 
observable, for example, the consolidating entity would measure these liabilities at fair value and use that value to determine the value of the CFE’s financial assets.

  9 Modifications to the formula or an allocation of derived value may be needed when a CFE holds a guarantee of its beneficial interests from the consolidating reporting entity.
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Issue 12-H Accounting for Service Concession Arrangements
 Status: Final consensus.

 Affects:  Entities that enter into service concession contracts with a public-sector entity10 grantor to operate the 
grantor’s infrastructure to provide a public service.

 Background: Some private-sector entities (referred to herein as “operating entities”) enter into contracts with public-
sector entity grantors to operate the grantors’ infrastructure (e.g., airports, roads, bridges, hospitals) to 
provide a public service.  

  In the absence of clear U.S. GAAP guidance on this issue, operating entities account for their rights in 
service concession contracts as leases, intangible assets, financial assets, or a combination of intangible 
and financial assets in line with the principles in IFRIC 12.11

  In July 2013, the FASB issued a proposed ASU12 that would prohibit an operating entity from accounting 
for certain service concession contracts as a lease and from recognizing a grantor’s infrastructure as 
property, plant, or equipment (PP&E) in its statement of financial position.

 Summary:  At this meeting, the Task Force reached a final consensus that, like the proposed ASU, prohibits operating 
entities from accounting for service concession arrangements that meet these conditions as a lease. As 
stated in the proposed ASU, the grantor: 

a. [C]ontrols or has the ability to modify or approve the services that the operating entity must 
provide with the infrastructure, to whom it must provide them, and at what price.

b. [C]ontrols, through ownership, beneficial entitlement, or otherwise, any residual interest in the 
infrastructure at the end of the term of the arrangement.

  The EITF’s final consensus also prohibits entities from recognizing the grantor’s PP&E in their statements of 
financial position. 

  Entities should look to other Codification topics for guidance on accounting for different elements in a 
service concession contract (e.g., ASC 605’s guidance on recognizing revenue resulting from performance 
by the operating entity under a service concession contract). 

  The EITF’s final consensus does not require disclosures related to service concession arrangements other 
than those related to the adoption of new guidance in ASC 250-10-50.

 Effective Date
 and Transition: The Task Force reached a final consensus that this guidance should be effective for public entities for 

fiscal years beginning after December 15, 2014, and interim periods therein. For nonpublic entities, the 
guidance in this Issue will be effective for annual periods beginning after December 15, 2014, and annual 
and interim periods thereafter. Early adoption is permitted. Entities will apply the guidance “on a modified 
retrospective basis to service concession arrangements that exist at the beginning of an entity’s fiscal year 
of adoption,” recognizing the cumulative-effect of any income-statement effects as an adjustment to 
beginning retained earnings.

 Next Steps: FASB ratification is expected at the Board’s December 11, 2013, meeting, after which a final ASU will be 
issued.

 Issue 13-B Accounting for Investments in Qualified Affordable Housing  
 Projects
 Status: Final consensus.

 Affects:  Entities that invest in limited liability entities that pass income tax credits through to their investors.

 Background: Under U.S. GAAP, entities account for investments in limited partnerships by using the cost method or 
the equity method of accounting.13 However, entities may account for investments in certain affordable 
housing projects by using the effective yield method under ASC 323-740. ASC 323-740-35-2 states that 
under the effective yield method, “the investor recognizes [related low-income housing tax credits (LIHTCs)] 

10 Public-sector entities include governmental bodies and entities that are responsible for the public service.
11 IFRIC Interpretation 12, Service Concession Arrangements.
12 FASB Proposed Accounting Standards Update, Service Concession Arrangements — a consensus of the FASB Emerging Issues Task Force.
13 ASC 323-30-S99-1 notes that the “SEC staff’s position on the application of the equity method to investments in limited partnerships is that investments in all limited partnerships 

should be accounted for [using] the equity method unless the investor’s interest ‘is so minor that the limited partner may have virtually no influence over partnership operating and 
financial policies.’ The SEC staff understands that practice generally has viewed investments of more than 3 to 5 percent to be more than minor.”

http://www.fasb.org/cs/ContentServer?c=Document_C&pagename=FASB%2FDocument_C%2FDocumentPage&cid=1176163113767
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as they are allocated [or received] and amortizes the initial cost of the investment to provide a constant 
effective yield over the period that tax credits are allocated to the investor.” In addition, entities present 
the amortization of their investment net within their provision for income taxes along with tax credits and 
other tax benefits. To apply the effective yield method, an entity must first assess whether the investment 
meets certain conditions outlined in ASC 323-740 and must make an accounting policy election to use the 
effective yield method to account for qualifying LIHTC investments.

  However, an entity often cannot make this accounting policy election because many such investments do 
not meet the required conditions. For example, it is rare for investors in LIHTC projects to obtain a third-
party guarantee that the related tax credits will be available. Further, it is not always the case that the cash 
flows from tax credits alone result in a positive yield. Sometimes a combination of tax credits and other tax 
benefits is needed to achieve a positive yield.

  In April 2013, the FASB issued a proposed ASU14 that would modify the criteria that an entity must meet to 
account for an LIHTC investment by using the effective yield method in ASC 323-740. The proposal is likely 
to increase the number of LIHTC investments that would qualify for this method. In September 2013, the 
EITF heard feedback that the FASB received on the proposal and made certain tentative decisions to further 
modify the qualifying criteria while also directing the FASB staff to perform additional outreach before the 
Task Force reaches a final consensus. The Task Force also discussed expanding the scope of this Issue to 
include other tax credit investments.

 Summary:  At this meeting, the Task Force reached a final consensus related only to LIHTC investments. To ensure that 
guidance related to LIHTC investments would not be further delayed, the Task Force agreed to recommend 
that the FASB add a separate project to the EITF’s agenda to address investments in tax credits other than 
LIHTC. Assuming that such a project would be added to its agenda, the EITF also reached a consensus-
for-exposure that would permit entities to apply the same guidance in its final consensus related to LIHTC 
investments to any other tax credit investments that meet the same qualifying condition related to LIHTC. 
See Next Steps for additional information.

  Under the EITF’s final consensus related to LIHTC, entities are permitted to make an accounting policy 
election to apply a proportionate amortization method  to LIHTC investments if the following conditions 
are met:16

• “It is probable that the tax credits allocable to the investor will be available.”

• “The investor does not have the ability to exercise significant influence over the operating and financial 
policies of the limited liability entity, and substantially all of the projected benefits are from tax credits 
and other tax benefits.”

• “The investor’s projected yield based solely on the cash flows from the tax credits and other tax 
benefits is positive.”

• “The investor is a limited liability investor in the limited liability entity for both legal and tax purposes, 
and the investor’s liability is limited to its capital investment.”

  In addition, other transactions between the investor and the limited liability entity would not preclude an 
investor from accounting for LIHTC investments by using the proportionate amortization method provided 
that all of the following conditions are met:17

a. [T]he reporting entity is in the business of entering into those [other] transactions

b. [Those transactions are consistent with an arm’s-length transaction at market terms] 

c. [The reporting entity does not acquire] the ability to exercise significant influence over the 
operating and financial policies of the limited liability entity.

14 FASB Proposed Accounting Standards Update, Accounting for Investments in Qualified Affordable Housing Projects — a consensus of the FASB Emerging Issues Task Force
15 Under the proportionate amortization method, “the cost of the investment is amortized each reporting period in proportion to the tax credits” and other tax benefits received, or in 

proportion to the tax credits alone if the entity reasonably expects that the result of doing so would not differ significantly from amortizing the investment in proportion to the tax 
credits and other tax benefits.

16 Quoted from the EITF’s September 13, 2013, meeting minutes.
17 See footnote 16.

http://www.fasb.org/cs/ContentServer?c=Document_C&pagename=FASB%2FDocument_C%2FDocumentPage&cid=1176163113767


6

  Finally, the EITF reached a final consensus that: 

• Does not prescribe where an entity would present investments accounted for under the proportionate 
amortization method in its statement of financial position.18

• Requires an entity to evaluate its eligibility to use the guidance in this Issue “(a) based on facts and 
conditions that exist at the time of the initial investment or (b) upon a change in the nature of the 
investment or in the relationship with the limited liability entity that could result in the reporting entity 
no longer meeting the conditions to be able to use the guidance in the [Issue].”

• Requires an entity to test LIHTC investments accounted for under the proportionate amortization 
method for impairment when it is more likely than not that the investment will not be realized through 
the realization of tax credits and other tax benefits, and to measure an impairment loss as the amount 
by which the carrying amount of an investment exceeds its fair value.

• Requires an entity to “disclose information that enables users of its financial statements to understand 
. . . [(a) t]he nature of its investments in tax credit projects[ and (b) t]he effect of the measurement of 
its investments in tax credit projects and the related tax credits on its financial position and results of 
operations.” 

 Effective Date
 and Transition: The Task Force reached a final consensus that the guidance in this Issue should be effective for public 

entities for fiscal years beginning after December 15, 2014, and interim periods therein. For nonpublic 
entities, the guidance in this Issue will be effective for annual periods beginning after December 15, 2014, 
and interim and annual periods thereafter. Early adoption is permitted. Entities that applied the effective 
yield method to account for LIHTC investments will be permitted to continue to do so, but only for 
investments already accounted for under the effective yield method. Otherwise, the guidance in this Issue 
must be applied retrospectively to all periods presented. 

 Next Steps: FASB ratification is expected at the Board’s December 11, 2013, meeting, after which a final ASU will be 
issued. The scope of the FASB’s ratification of this final consensus will be limited to LIHTC investments. 
However, the FASB will also consider whether to ratify a consensus-for-exposure that would permit entities 
to make an accounting policy election to apply the guidance in this Issue to tax credit investments other 
than LIHTC investments that meet the qualifying criteria in this final consensus. If the FASB ratifies the 
consensus-for-exposure, it will issue a proposed ASU based on it. 

Issue 13-E Reclassification of Residential Real Estate Collateralized Consumer  
 Mortgage Loans Upon Foreclosure
 Status: Final consensus.

 Affects: Entities that originate consumer loans that are collateralized by real estate.

 Background: Under U.S. GAAP, lending entities such as banks must account for a “troubled debt restructuring that is in 
substance a repossession or foreclosure by the creditor, that is, the creditor receives physical possession 
of the debtor’s” real estate, by recording the real estate received initially at fair value less cost to sell and 
subsequently measuring the foreclosed real estate at fair value less cost to sell if it is held for sale. Thus, a 
bank must present collateralized mortgage loans as other real estate owned (OREO) (instead of as a loan 
receivable) in its financial statements when it has determined that it has, in substance, repossessed or 
foreclosed on the property.

  Because “in substance repossession or foreclosure” is not defined in U.S. GAAP, there is diversity in practice 
regarding when entities reclassify loans receivable to OREO. The timing of loan reclassifications to OREO 
may be qualitatively significant to regulators and other financial statement users.

  This Issue was added to the EITF’s agenda to address the diversity in practice related to when a creditor 
should reclassify a loan to OREO.

18 During its September 2013 meeting, the EITF tentatively decided that LIHTC investments would be combined with other deferred tax assets; however, after FASB staff research and 
outreach revealed that these investments do not have all the characteristics of deferred tax assets and that such classification could have negative consequences for entities that must 
meet regulatory capital requirements, the Task Force decided not to require entities to classify tax credit investments accounted for under the proportionate amortization method as 
deferred tax assets.  
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 Summary: At this meeting, the Task Force reached a final consensus that would require entities to reclassify consumer 
mortgage loans collateralized by residential real estate “upon either of the following occurring:

a. The creditor obtaining legal title to the residential real estate property. A creditor may obtain legal title 
to the residential real estate property through foreclosure even if the borrower has redemption rights 
whereby it can, during a specified period, legally reclaim the real estate property.

b. Completion of a deed in lieu of foreclosure or similar legal agreement under which the borrower 
conveys all interest in the residential real estate property to the creditor to satisfy that loan. The deed 
in lieu of foreclosure or similar legal agreement is completed when agreed terms and conditions have 
been satisfied by both the borrower and the creditor.”19

  The EITF’s final consensus will require an entity to disclose (1) the amount of residential real estate meeting 
the conditions above and (2) “the recorded investment in consumer mortgage loans secured by residential 
real estate properties that are in the process of foreclosure.”20

 Effective Date 
 and Transition: The Task Force reached a final consensus that this guidance should be effective for public entities for 

fiscal years beginning after December 15, 2014, and interim periods therein. For nonpublic entities, the 
guidance in this Issue will be effective for annual periods beginning after December 15, 2014, and annual 
and interim periods thereafter. Early adoption is permitted. Entities will have the option of applying the 
guidance in this Issue prospectively to all foreclosures occurring after the effective date or of applying it 
by using a modified retrospective transition approach in which mortgage loans and OREO are reassessed 
under the guidance and reclassified on the basis of the carrying value of the real estate at adoption.  

 Next Steps: FASB ratification is expected at the Board’s December 11, 2013, meeting, after which a final ASU will be 
issued.

Issue 13-F Classification of Certain Government Insured Residential Mortgage  
 Loans Upon Foreclosure by a Creditor
 Status: Consensus-for-exposure.

 Affects: Entities that originate government-insured mortgage loans collateralized by residential real estate. 

 Background: Mortgage loans insured by a government entity protect the creditor (or holder) against losses that may 
result from the homeowner’s (or borrower’s) inability to continue making payments. In the United States, 
loans originated by approved lenders may be insured by a U.S. government agency such as the Federal 
Housing Administration (FHA) of the U.S. Department of Housing and Urban Development (HUD) or other 
U.S. government agencies. Under U.S. GAAP, lending entities such as banks must account for a “troubled 
debt restructuring that is in substance a repossession or foreclosure by the creditor, that is, the creditor 
receives physical possession of the debtor’s” real estate by recording the real estate received initially at 
fair value less cost to sell and subsequently measuring the foreclosed real estate at fair value less cost to 
sell if it is held for sale. However, there is no explicit U.S. GAAP guidance on whether (or when) creditors 
should reclassify mortgage loans insured by a government entity, where the mortgage loan should be 
reclassified, or how it should be measured. Therefore, diversity in practice has evolved: some entities that 
foreclose on the real estate reclassify the mortgage loan to a receivable from the government entity, while 
others reclassify the loan to OREO. In both cases, entities generally measure the asset (either a receivable or 
OREO) at the full amount of the government-entity guarantee.  

  This Issue was added to the EITF’s agenda to address the balance sheet classification and appropriate 
measurement of government-insured residential mortgage loans.

 Summary: At this meeting, the EITF reached a consensus-for-exposure to limit the scope of this Issue to “residential 
mortgage loans issued by banks or other mortgage lenders that have both of [the] following two 
characteristics:

a. The loan has a government guarantee (that is not separable from the loan) entitling the creditor to the 
full unpaid principal balance of the loan.

b. At the time of foreclosure (as determined [under EITF Issue 13-E]), the creditor has the intent to make a 
claim on the guarantee and the ability to recover through the guarantee.”21

19 Quoted from the EITF’s October 31, 2013, Issue Summary No. 1, Supplement No. 1, related to EITF Issue 13-E.
20 See footnote 19.
21 Quoted from the EITF’s October 21, 2013, Issue Summary No. 1, Supplement No. 1, related to EITF Issue 13-F.
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  For a transaction within this scope, the Task Force reached a consensus-for-exposure that the creditor 
should reclassify the mortgage loan to a receivable separate from loans and should measure the receivable 
at the full amount of the guarantee.

 Effective Date
 and Transition: The Task Force will discuss the effective date of this Issue at a future meeting but did reach a consensus-

for-exposure to provide the same transition approach as that for Issue 13-E. That is, entities would 
have the option of applying the guidance in this Issue prospectively to all foreclosures on government-
guaranteed mortgage loans collateralized by residential real estate occurring after the effective date or 
of applying the guidance by using a modified retrospective transition approach. Under the modified 
retrospective approach, government-guaranteed mortgage loans existing as of the adoption date are 
reassessed under the guidance and reclassified to a separate receivable on the basis of the full amount of 
the guarantee, with any resultant adjustments recorded as an adjustment to beginning retained earnings.

 Next Steps:  FASB ratification is expected at the Board’s December 11, 2013, meeting, after which a proposed ASU will 
be issued.

Administrative Matters
The next EITF meeting is scheduled for March 13, 2014. Comments on the following EITF Issues, discussed at a previous meeting 
and for which a consensus-for-exposure was reached, are due by December 23, 2013.

• Issue 13-D, “Accounting for Share-Based Payments When the Terms of an Award Provide That a Performance Target Could 
Be Achieved After the Requisite Service Period.”

• Issue 13-G, “Determining Whether the Host Contract in a Hybrid Financial Instrument Issued in the Form of a Share Is More 
Akin to Debt or to Equity.”
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