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Administrative matters

To view the presentation in full-screen

To enable closed captioning, click on the
mode, click the F11 button on your keyboard.

icon located at the bottom of your screen.
Once activated, the icon will be red.

@ For better viewing experience, close all

other applications.

For better sound quality, use
headphones.

Submit questions any time during the Technical support is available any time To download today's presentation, click
session using the Q&A window on the left during the session using the technical support the Action Center and select the additional
side of the Action Center. icon inthe middle of the Action Center. content icon.
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CPE details

LII You will have 2 minutes to answer each timed polling question.

You do not need to get the question correct to get CPE.

Monitor CPE progress by clicking on the CPE icon at the lower-right of your
screen:

Prior to meeting the requirements, the CPE icon will initiate progress notes.
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Trivia contest

The polling questions will ask trivia about some of the topics we are
covering today.

v

Polling questions will pop up with a chime sound, and you will have
two minutes to answer the poll.

v

After each poll closes, we will share the correct answers to the
guestions, so you can grade yourself.

v

However, viewers who answer all polling questions correctly will be
eligible for a random prize drawing. We will select 10 winners from

each airing of the webcast.

v

» Reminder: Your answer does not need to be correct to earn CPE

»
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FASB process and key projects

Pre-Agenda
» Accounting for and Disclosure of
Intangibles

Accounting for Commodities
Consolidations for Business Entities

Financial Key Performance Indicators
Statement of Cash Flows

Exposure Draft

» Derivatives Scope Refinements
(expected Q3 2024)

* Hedge Accounting Improvements
(expected Q3 2024)

* Interim Reporting - Narrow-Scope
Improvements (expected Q3 2024)

Final standard

ASU 2023-07: Segment Reporting
ASU 2023-08: Crypto Assets
ASU 2023-09: Income Tax
Disclosures

ASU-2024-01: Stock Compensation
- Profits Interest Awards

P —1n
}

Initial deliberations Redeliberations
» Environmental Credit Programs » Disaggregation- Income Statement
« Government Grants Expenses
« Software Costs » Credit Losses - Purchased Financial
« Statement of Cash Flows - Targeted Assets
Improvements * Induced Conversions of Convertible
DebtInstruments (EITF consensus)
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FASB standard effective dates — public companies

Effective in 2024 for certain public companies Effective after 2024

Reference Rate Reform (a)
Convertible Instruments and Contracts in an Entity’s Own Equity (b)

Fair Value Measurement of Equity Securities Subjectto
Contractual Sale Restrictions (c)

Leases: Common Control Arrangements (c)
Investments in Tax Credit Structures (c)
Improvements to Reportable Segment Disclosures (d)
Disclosure of Supplier Finance Obligations

(a) Effective through December 31, 2024, as amended by ASU 2022-06

(b) Effective in 2024 for SRCs (already effective for all other public companies)
(c) Effective for interim and annual periods in 2024

(d) Effective for annual periods in 2024 and for interim periods in 2025

Insurance: Long-duration contracts (e)

Joint venture formations: recognition and initial measurement (f)
Crypto assets (g)

Income tax disclosures (h)

Codification Amendments in Response to the SEC’s Disclosure
Update and Simplification Initiative (i)
Scope Application of Profits Interestand Similar Awards (g)

Codification Improvements — Amendments to Remove Referencesto
the Concepts Statements (Q)

(e) Effective in 2025 for all other companies, including SRCs (already effective for SEC filers other than SRCs)

(f) Effective for JV entities with a formation date on or after January 1, 2025
(9) Effective for interim and annual periods in 2025
(h) Effective for annual periods in 2025

(i) Effective once the SEC has removed applicable requirements from Regulation S-X or S-K. See ASU 2023-06 for details.

For more information: Effective dates of FASB standards for public companies
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https://viewpoint.pwc.com/dt/us/en/pwc/effective_dates_of_f/public_companies/public_companies_US/standards_effective__US.html
https://www.fasb.org/Page/ShowPdf?path=ASU+2023-06.pdf&title=ACCOUNTING+STANDARDS+UPDATE+2023-06%E2%80%94Disclosure+Improvements%3A+Codification+Amendments+in+Response+to+the+SEC%E2%80%99s+Disclosure+Update+and+Simplification+Initiative&acceptedDisclaimer=true&IsIOS=false&Submit=

FASB standard effective dates — nonpublic companies

Effective in 2024 Effective after 2024

Reference Rate Reform (a)

Convertible Instruments and Contracts in an Entity’s Own Equity
Acquired Contract Assets and Contract Liabilities

Fair Value Hedging: Portfolio Layer Method

Leases: Common Control Arrangements

Disclosure of Supplier Finance Obligations

(a) Effective through December 31, 2024, as amended by ASU 2022-06

(b) Effective for JV entities with a formation date on or after January 1, 2025
(c) Effective for interim and annual periods in 2025

(d) Effective for annual periods in 2026

Insurance: Long-Duration Contracts

Fair Value Measurement of Equity Securities subject to
Contractual Sale Restrictions

Investments in Tax Credit Structures

Business Combinations—Joint Venture Formations (b)
Crypto Assets (c)

Income Tax Disclosures (d)

Codification Amendments in Response to the SEC’s Disclosure
Update and Simplification Initiative (e)

Scope Application of Profits Interestand Similar Awards (c)

CodificationImprovements — Amendments to Remove Referencesto
the Concepts Statements (c)

(e) Effective two years after the SEC has removed applicable requirements from Regulation S-X or S-K. See ASU 2023-06 for details.

For more information: Effective dates of FASB standards for public companies
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https://www.fasb.org/Page/ShowPdf?path=ASU+2023-06.pdf&title=ACCOUNTING+STANDARDS+UPDATE+2023-06%E2%80%94Disclosure+Improvements%3A+Codification+Amendments+in+Response+to+the+SEC%E2%80%99s+Disclosure+Update+and+Simplification+Initiative&acceptedDisclaimer=true&IsIOS=false&Submit=
https://viewpoint.pwc.com/dt/us/en/pwc/effective_dates_of_f/public_companies/public_companies_US/standards_effective__US.html

Tenant allowances for lessee assets

Timing ofwhen the
incentive Is received

When payments for the incentivearereceived:

A liability is recorded.

Beforelease At lease commencement:

commencement  The liability is reclassifiedto reduce the right-of-use asset.

At lease commencement: Amounts reasonably certain of being received should be consideredfixed (negative)
lease payments and included in the initial measurementof the lease liability.

* Negotiated lease incentives would often be considered reasonably certain of receiptas the lessee has an
economic incentive to use the entire allowance that it negotiated.

» Lesseesshould estimate the amount and timing of the cash receipts to measure and amortize the lease liability.
When payments for the incentivearereceived:
» Lesseesshould debit cash and creditthe lease liability when payments are received.

« |f cash receipts differ significantly in either timing or amount from the original estimate used to record the lease
incentive, lessees should remeasure the lease liability using the same discount rate used at lease
commencement.

After lease
commencement
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Accounting considerations for lessee purchases before lease
commencement

Assettype Transaction Balancesheet Income statement Cash flow statement classification
. . &
Initial purchaseby PP&E (or CIP) Depreciationexpense Investing
lessee after the assetis placed
> in service
Lesseeasset
Lessorreimbursement  Leaseincentive: Reduces lease expense Classify as any other lease
(depends ontiming of payment
payment - see previous
slide)
Paymentby lessee Prepaid rent Unreimbursed amounts Presentation dependson

Increase lease expense expected lease classification at
lease commencement:
> - Ifthere is clear evidence that
the lease would be classified as
a finance lease: Investing/
alternatively financing
» Otherwise, operating

Lessorasset
Lessorreimbursement = Reduces prepaid rent N/A
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Lessee versus lessor asset determination

Determination requires judgment.

Diversity in practice; there are a number of models in use to make
"\l the determination.

The following model closely follows the economics:

Generally, if a lease does not specifically require the lessee to make the
improvement, the improvement should be considered a lessee asset.

» If the lease requires the lessee to make the improvement, consider:
— Uniqueness of the improvement to the lessee’s use,
— Whether the improvement increases the fair value of the underlying
asset, and

— Economic life of the improvement — whether that life would be longer
than the lease term.
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Lease commencement date

The lease commencement date is the date on
P which a lessor makes an underlying asset available
for use by the lessee.

4
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The lease commences when the lessee controls the
D proverbial key to the space (e.qg., the right to decide
whether and when people can enter the property).

r

Commencement date may not always correspond ; -~
with:

> « The date specified in the lease contract
« The date that lease payments begin

-,

)’

: i bcast
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Resources for real estate leases - ?

Podcast: Leasing real estate? What lessees need to know §

PwC Leases quide 3.3.4.2, Lease incentives

PwC Leases quide 6.3.3, Lessee involvementin construction
(Build-to-suit leases)
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https://viewpoint.pwc.com/dt/us/en/pwc/podcasts/podcasts_US/leasingrealestatewha.html
https://viewpoint.pwc.com/dt/us/en/pwc/podcasts/podcasts_US/leasingrealestatewha.html
https://viewpoint.pwc.com/dt/us/en/pwc/podcasts/podcasts_US/leasingrealestatewha.html
https://viewpoint.pwc.com/dt/us/en/pwc/accounting_guides/leases/leases__4_US/chapter_3_lease_clas_US/33_lease_classificat_US.html

VIE consolidation model

Step 1b

Step 2a
Identify variable interests

& at-risk equity

VIE characteristics (only need one):

Step 2b

1. Insufficient equity at-risk. Determine if the entity is a VIE.

2. Equity lacks decision-making rights.

3. Equity with non-substantive voting rights. Perform onaoin
Ferform ongoing

4. Lack of obligation to absorb losses. reasscesments.

VIE status — only upon

5. Lack of right to receive residual returns. triggering events
PB determination — each

reporting period
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Resources for consolidation

Podcast: The consolidation framework — Getting started

Podcast: The consolidation framework — Identifying a VIE
‘\ PwC Consolidation quide
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https://viewpoint.pwc.com/dt/us/en/pwc/podcasts/podcasts_US/theconsolidationframework.html
https://viewpoint.pwc.com/dt/us/en/pwc/podcasts/podcasts_US/theconsolidationframeworkvie.html
https://viewpoint.pwc.com/dt/us/en/pwc/accounting_guides/consolidation_and_eq/consolidation_and_eq_US/preface__4_US.html

SEC comment letter trends

Top 10 comment letter themes

Change(@

Change(®

Non-GAAP measures

\ g

Management’s discussion
and analysis

\ g

Segment reporting

*

Business combinations

Revenue recognition

*

Inventory and cost of sales

Debt, quasi-debt, warrants and equity

\ g

Fair value measurement

Goodwill and other intangibles

*

Disclosure controls and ICFR

» @ | e

This analysis was performed based on topical areas assigned by research firm Audit Analytics for comment letters publicly
iIssued in the 12 months ended March 31, 2024 (Current Period) and the 12 months ended March 31, 2023 (Prior Period) in

relation to Form 10-K and Form 10-Q filings.

(1) Compares the number of each type of comment letter in the current period to the prior period.

The number of comment letters has increased.
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Enforcement activity and trends

Whistleblower award activity
2023 enforcement activity z 3600
» 784 total enforcement actions filed in the fiscal year ended g 3500
September 30, 2023, a 3% increase from fiscal 2022 $400
enforcement actions of 760.
$300
» Money ordered in enforcement actions totaled $5.0 billion, the
second highest amount in SEC history (after $6.4 billion in FY e
2022), including civil penalties of $1.6 billion ($4.2 billion in FY £100 03
2022) and disgorgement of $3.4 billion ($2.2 billion in FY 2022) = 9
s
Total enforcement actions and financial 2019 e 20 e 0z
remedies — Aoy wwa rded Number of indivduals awarded
$7
g <5 862 » Infiscal 2023, the SEC issued whistleblower awards totally nearly
- 784 illion, th t ded i
=55 715 o7 60 $600 million, the mostever awarded in one year.
54  On May 5, 2023, the SEC announced the largest-ever award, nearly
$3 $279 million, to a whistleblower whose information and assistance
2 led to the successful enforcement of SEC and related actions. This is
$1 the highest award in the SEC’s whistleblower program’s history, more
s than doubling the $114 million whistleblower award the SEC issued in
2019 2020 201 2022 2023 October2020 and larger than the total of all whistleblower awards in
== Disgorgement and s Civil . Number of enforcement FISCBJ 2022 ($229 mI”IOﬂ)
prejudgment interest penalties actions

Source: Securities and Exchange Commission
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Policy changes and rulemaking — Final rules

Cybersecurity

In July 2023, the SEC adopted a final rule related to cybersecurity risk management, strategy, governance, and incident
disclosures. There are two main provisions: cyber incident disclosure requirements and annual disclosures pertaining

to cyber risk management, strategy, and governance.

¢ Incidentdisclosurehighlights

Timing and materiality

» Disclose information in new item 1.05( in Form 8-K® about a material
cybersecurity incident, which includes a series of related incidents,
within four business days after the cyber incident is determined to be
material

* Registrants must determine the materiality of an incident without
unreasonable delay following discovery

* Disclosure can be delayed through a series of extensions if the US
Attorney General determines that immediate disclosure would be a matter
of national security or public safety and communicates that in writing to
the SEC

4

‘ EEl Disclosurerequirements

* The 8-K is required to describe the material aspects of the nature, scope,
and timing of the incident, and the material impact or reasonably likely
material impact on the registrant, including its financial condition and
results of operations

« If information required to be disclosed is not determinable or unavailable
at the time of the required filing, then state as such in the initial 8-K; file
an amendment within four business days after such information
becomes available

» Aregistrant is not required to disclose specific or technical information
about its planned response to the incident or its systems in such detail as
would impede its response or remediation of the incident

Most registrants @ will be required to comply with cyber incident reporting starting December 18, 2023

@ ltem 1.05 w as added to Form 8-K to require the disclosure of a cybersecurity incident “thatis determined by the registrant to be material’. Refer to the follow ing statement fromthe SEC issued in May 2024 regarding ltem 1.05 on Form 8-K.
@ FPIs filing on FPI forms w ould be required to furnish information regarding material cyber incidents on a Form 6-K, assuming the other criteria outlined in the instructions to Form 6-K are met.

®) Smaller Reporting Companies are provided an additional 180 days to comply w ith incident disclosure rule
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https://www.sec.gov/news/statement/gerding-cybersecurity-incidents-05212024

Register for upcoming CPE-eligible webcasts

03 2024 Quarterly sustainability webcast | August 8 or 14

% 03 2024 Quarterly accounting webcast | September 18, 24, or 26
a

Want more insights?

Subscribe to our National Office weekly newsletter and download our Viewpoint
app in the Apple or Google app store.
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https://pwc.to/3v2qgSp
https://viewpoint.pwc.com/dt/us/en/pwc/webcasts/webcasts/q32024quarterlysuswebcast.html
https://viewpoint.pwc.com/dt/us/en/pwc/webcasts/webcasts/q32024quarterlyaccountingwebcast.html

Thank you

pwc.com

© 2024 PwC. All rights reserved. PwC refers to the PwC network and/or one or more of its member
firms, each of which is a separate legal entity. Please see www.pwc.com/structure for further details.
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