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as a Result of the
Tentative Decisions  |ntroduction

* Next Steps At its July 17,2019, Board meeting, the FASB tentatively decided to change the manner in
» Appendix — which it staggers effective dates for major standards and to amend the effective dates in
Definitions some of its recently issued or amended major Accounting Standards Updates (ASUs) to give

implementation relief to certain types of entities. Specifically, the Board tentatively decided to
change the effective dates of standards on topics in the FASB Accounting Standards Codification
(ASC) as follows:

» Derivatives and Hedging (ASC 815): Defer the effective date for nonpublic business
entities’ (non-PBEs) by one year.

» Leases (ASC 842). Defer the effective date for non-PBEs by one year.

* Financial Instruments — Credit Losses (ASC 326): Defer the effective date for (1) smaller
reporting companies? (SRCs) by three years, (2) non-SEC filer® PBEs by two years,
and (3) non-PBEs by one year.

» Financial Services — Insurance (ASC 944): Defer the effective date for (1) SEC filers,
excluding SRCs, by one year, (2) non-SEC filer PBEs and SRCs by three years, and
(3) non-PBEs by two years.

" See the definition of “public business entity” in the appendix.
2 See the definition of “smaller reporting company” in the appendix.
3 See the definition of “SEC filer” in the appendix.



For calendar-year-end entities, the changes can be summarized as follows:

Effective Date

Tentative Effective

Standard Affected Group as Issued Date
Derivatives and January 1, 2020 January 1, 2021
Hedging (ASC 815) Non-PBEs

Leases (ASC 842) Non-PBEs January 1, 2020 January 1, 2021
Financial SRCs January 1, 2020 January 1, 2023
Instruments — Credit ,

Losses (ASC 326) Non-SEC filer PBEs January 1, 2021 January 1, 2023

Non-PBEs January 1, 2022 January 1, 2023

Financial Services — SEC filers, excluding
Insurance (ASC 944) SRCs

January 1, 2021 January 1, 2022

Non-SEC filer PBEs and  January 1, 2021
SRCs

January 1, 2024

Non-PBEs January 1, 2022 January 1, 2024

Details about the Board's decisions and the affected ASUs are discussed below.

Overview

At its May 2019 meeting, the FASB directed its staff to perform research and outreach on
how the effective dates of certain recently issued major accounting standards would affect
private companies, not-for-profit organizations, and smaller public companies. As discussed
in the July 17, 2019, meeting handout, the Board learned that “although large public business
entities (PBEs) may encounter difficulties in transitioning to a new standard, the challenges
are magnified for smaller PBEs and nonpublic business entities (generally, private companies,
not-for-profit organizations, and employee benefit plans).”

As a result of the FASB staff's research and outreach, the Board tentatively approved a new
“two-bucket” approach* for determining the effective dates of major accounting standards.
Under this approach, the buckets would be defined as follows:

» Bucket T — All PBEs that are SEC filers (as defined in U.S. GAAP), excluding SRCs (as
defined by the SEC).

» Bucket 2 — All other entities, including SRCs, other PBEs that are not SEC filers, private
companies, not-for-profit organizations, and employee benefit plans.

The FASB tentatively decided that a major accounting standard would become effective for
entities in Bucket 2 at least two years after the effective date applicable to entities in Bucket 1
(subject to the Board's discretion). Further, the FASB indicated that entities in Bucket 1 would
apply the new accounting standard to interim periods within the fiscal year of adoption while
entities in Bucket 2 would apply it to interim periods beginning in the fiscal year after the year
of initial adoption.

4 The two-bucket approach would not apply to the derivatives and hedging or leases standards because all PBEs were required to
adopt those standards for fiscal years beginning after December 15, 2018.
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https://www.fasb.org/jsp/FASB/Document_C/DocumentPage&cid=1176172975391

Connecting the Dots

@ Historically, the FASB has issued standards with different effective dates for (1) PBEs
and (2) all other entities. PBEs that adopted a major new accounting standard
generally were required to apply the standard to interim periods within the year of
adoption. Under the proposed two-bucket approach, certain PBEs (e.g., SRCs and
non-SEC filers) would be included in Bucket 2 and therefore would not be required
to apply the new standard in interim periods until the fiscal year after the year of
adoption.

Note that the Board's tentative decisions would not affect the relief granted under
SEC rules related to the adoption of new accounting standards by emerging growth
companies.

Changes to Effective Dates as a Result of the Tentative Decisions

Derivatives and Hedging (ASC 815)

On August 28, 2017, the FASB issued ASU 2017-12,° which amends the hedge accounting
recognition and presentation requirements in ASC 815. Subsequent ASUs have amended
certain aspects of the ASU's guidance.

The tentative decisions would change the ASU's effective dates as follows:

PBEs All Other Entities

Asissued  Fiscal years beginning after December 15, Fiscal years beginning after December 15,
2018, and interim periods therein. 2019, and interim periods within fiscal
years beginning after December 15, 2020.

Tentative  No changes. Fiscal years beginning after December 15,
changes 2020, and interim periods within fiscal
years beginning after December 15, 2021.

Entities would continue to be permitted to early adopt the new guidance in any interim or
annual period.

Leases (ASC 842)

On February 25, 2016, the FASB issued ASU 2016-02,5 which replaces the guidance in U.S.
GAAP on lease accounting with the new lease accounting model in ASC 842. Subsequent ASUs
have amended certain aspects of the ASU's guidance.

The tentative decisions would change the ASU's effective dates as follows:

PBEs’ All Other Entities

Asissued  Fiscal years beginning after December 15, Fiscal years beginning after December 15,
2018, and interim periods therein. 2019, and interim periods within fiscal
years beginning after December 15, 2020.

Tentative  No changes. Fiscal years beginning after December 15,
changes 2020, and interim periods within fiscal
years beginning after December 15, 2021.

° FASB Accounting Standards Update No. 2017-12, Derivatives and Hedging (Topic 815): Targeted Improvements to Accounting for Hedging
Activities. See Deloitte's August 30, 2017, Heads Up for more information about ASU 2017-12.

& FASB Accounting Standards Update No. 2016-02, Leases (Topic 842). See Deloitte's A Roadmap to Applying the New Leasing Standard
for more information about ASU 2016-02 and ASC 842.

7 Includes a not-for-profit entity 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 an employee benefit plan that files or furnishes financial statements with or to
the SEC.


https://www.iasplus.com/en-us/publications/us/heads-up/2017/issue-22
https://dart.deloitte.com/USDART/obj/3027051d-367f-11e8-95c3-21ab6bade12c

Entities would continue to be permitted to early adopt the new guidance in any interim or
annual period.

Financial Instruments — Credit Losses (ASC 326)

OnJune 16, 2016, the FASB issued ASU 2016-13,2 which amends the Board's guidance on the
impairment of financial instruments. The ASU adds to U.S. GAAP an impairment model (known
as the current expected credit loss model) that is based on expected losses rather than
incurred losses. Subsequent ASUs have amended certain aspects of the ASU's guidance.

The tentative decisions would change the ASU's effective dates as follows:

PBEs That Are Not
PBEs That Are SEC Filers SEC Filers All Other Entities

Asissued  Fiscal years beginning after  Fiscal years beginning after ~ Fiscal years beginning after
December 15, 2019, and December 15, 2020, and December 15, 2021, and
interim periods therein. interim periods therein. interim periods therein.

SEC Filers Excluding SRCs All Other Entities®

Tentative  Fiscal years beginning after December 15, Fiscal years beginning after December 15,
changes 2019, and interim periods therein. 2022, and interim periods therein.

Entities would continue to be permitted to early adopt the new guidance for fiscal years
beginning after December 15, 2018, including interim periods within those fiscal years.

Financial Services — Insurance (ASC 944)

On August 15, 2018, the FASB issued ASU 2018-12," which amends the accounting model in
ASC 944 under U.S. GAAP for certain long-duration insurance contracts and requires insurers
to provide additional disclosures in annual and interim reporting periods.

The tentative decisions would change the ASU's effective dates as follows:

PBEs All Other Entities

Asissued  Fiscal years beginning after December 15, Fiscal years beginning after December 15,
2020, and interim periods therein (i.e., 2021, and interim periods within fiscal
January 1, 2021, for calendar-year-end years beginning after December 15, 2022.
entities).
SEC Filers Excluding SRCs All Other Entities

Tentative  Fiscal years beginning after December 15, Fiscal years beginning after December 15,

changes 2021, and interim periods therein (i.e., 2023, and interim periods within fiscal
January 1, 2022, for calendar-year-end years beginning after December 15, 2024.
entities).

Entities would continue to be permitted to early adopt the new guidance in any interim or
annual period.

8 FASB Accounting Standards Update No. 2016-13, Financial Instruments — Credit Losses (Topic 326): Measurement of Credit Losses on
Financial Instruments. See Deloitte’s June 17, 2016, Heads Up for more information about ASU 2016-13.

9 The tentative interim-period requirements are not consistent with the general two-bucket approach discussed by the FASB;
however, such requirements are aligned with those in ASU 2016-13 as issued.

0 FASB Accounting Standards Update No. 2018-12, Financial Services — Insurance (Topic 944): Targeted Improvements to the Accounting
for Long-Duration Contracts. See Deloitte’s August 2018 Insurance Spotlight for more information about the new guidance in ASU
2018-12.
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Next Steps

The FASB plans to issue two proposed ASUs that incorporate its decisions: one on the
amended effective dates for the credit losses, derivatives and hedging, and leases standards
and one on the insurance standard. Each proposed ASU is expected to have a 30-day

comment period.



Appendix — Definitions

The ASC master glossary defines a public business entity as follows:

A public business entity is a business entity meeting any one of the criteria below. Neither a not-for-profit entity nor an employee
benefit plan is a business entity.

a.

Itis required by the U.S. Securities and Exchange Commission (SEC) to file or furnish financial statements, or does file or
furnish financial statements (including voluntary filers), with the SEC (including other entities whose financial statements or
financial information are required to be or are included in a filing).

It is required by the Securities Exchange Act of 1934 (the Act), as amended, or rules or regulations promulgated under the
Act, to file or furnish financial statements with a regulatory agency other than the SEC.

Itis required to file or furnish financial statements with a foreign or domestic regulatory agency in preparation for the sale
of or for purposes of issuing securities that are not subject to contractual restrictions on transfer.

It 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.

It has one or more securities that are not subject to contractual restrictions on transfer, and it is required by law, contract,
or regulation to prepare U.S. GAAP financial statements (including notes) and make them publicly available on a periodic
basis (for example, interim or annual periods). An entity must meet both of these conditions to meet this criterion.

An entity may meet the definition of a public business entity solely because its financial statements or financial information is
included in another entity’s filing with the SEC. In that case, the entity is only a public business entity for purposes of financial
statements that are filed or furnished with the SEC.

The ASC master glossary defines an SEC filer as:

An entity that is required to file or furnish its financial statements with either of the following:

a.
b.

The Securities and Exchange Commission (SEC)

With respect to an entity subject to Section 12(i) of the Securities Exchange Act of 1934, as amended, the appropriate
agency under that Section.

Financial statements for other entities that are not otherwise SEC filers whose financial statements are included in a submission by
another SEC filer are not included within this definition.

SEC Regulation S-K, Item 10(f)(1), defines a smaller reporting company, in part, as:

[Aln issuer that is not an investment company, an asset-backed issuer (as defined in § 229.1101), or a majority-owned subsidiary of
a parent that is not a smaller reporting company and that:

()

Had a public float of less than $250 million; or

(i) Had annual revenues of less than $100 million and either:

(A) No public float; or
(B) A public float of less than $700 million.

See Deloitte’s July 2, 2018, Heads Up for more information about the SEC's definition of a smaller reporting company.
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Dbriefs for Financial Executives

We invite you to participate in Dbriefs, Deloitte’s webcast series that delivers practical strategies you need to stay on top
of important issues. Gain access to valuable ideas and critical information from webcasts in the “Financial Executives”
series on the following topics:

+ Business strategy and tax. + Financial reporting. + Tax accounting and provisions.
» Controllership perspectives. » Governance, risk, and compliance. + Transactions and business events.
+ Driving enterprise value. + Innovation in risk and controls.

Dbriefs also provides a convenient and flexible way to earn CPE credit — right at your desk.

Subscriptions

To subscribe to Dbriefs, or to receive accounting publications issued by Deloitte’s Accounting Services Department,
please register at My.Deloitte.com.

DART and US GAAP Plus

Put a wealth of information at your fingertips. The Deloitte Accounting Research Tool (DART) is a comprehensive online
library of accounting and financial disclosure literature. It contains material from the FASB, EITF, AICPA, PCAOB, and SEC,
in addition to Deloitte’s own accounting manuals and other interpretive guidance and publications.

Updated every business day, DART has an intuitive design and navigation system that, together with its powerful search
and personalization features, enable users to quickly locate information anytime, from any device and any browser.
While much of the content on DART is available at no cost, subscribers have access to premium content, such as
Deloitte's FASB Accounting Standards Codification Manual. For more information, or to sign up for a free 30-day trial of
premium DART content, visit dart.deloitte.com.

In addition, be sure to visit US GAAP Plus, our free Web site that features accounting news, information, and publications
with a U.S. GAAP focus. It contains articles on FASB activities and those of other U.S. and international standard setters
and regulators, such as the PCAOB, AICPA, and SEC. Check it out today!

Heads Up is prepared by members of Deloitte’s National Office as developments warrant. This publication
contains general information only and Deloitte is not, by means of this publication, rendering accounting,
business, financial, investment, legal, tax, or other professional advice or services. This publication is not a
substitute for such professional advice or services, nor should it be used as a basis for any decision or action
that may affect your business. Before making any decision or taking any action that may affect your business,
you should consult a qualified professional advisor.

Deloitte shall not be responsible for any loss sustained by any person who relies on this publication.

As used in this document, “Deloitte” means Deloitte & Touche LLP, a subsidiary of Deloitte LLP. Please

see www.deloitte.com/us/about for a detailed description of the legal structure of Deloitte LLP and its
subsidiaries. Certain services may not be available to attest clients under the rules and regulations of public

accounting.
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