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Knowledge-Based Audits of PCAOB Entities 

2022 PUBLIC ENTITIES OVERVIEW FOR KNOWLEDGE COACH USERS 

 

PURPOSE 
 
This document is published for the purpose of communicating, to users of the toolset, updates and enhancements included in the current version.  This document is not, and should 
not be used as an audit program to update the audit documentation of an engagement started in a previous version of this product. 
 

WORKPAPER UPDATES AND ROLL FORWARD NOTES 
 

General Roll Forward Note: 
You must be the current editor of all Knowledge Coach workpapers to update to the latest content, and you must be the current editor upon opening the updated workpaper for the 
first time to ensure you see the updated workpaper. 
 
The 2022 Knowledge-Based Audits of Public Entities have been updated to help auditors conduct efficient and effective audit engagements in accordance with U.S. GAAS and to 
take into account the latest literature, standards, and guidance, including: 
 

• FASB Accounting Standards Codification™ as of June 30, 2022, through Accounting Standards Update No. 2022-04 

• AS 1105, Audit Evidence; PCAOB Staff Guidance, Using the Work of a Company’s Specialist 

• AS 1210, Using the Work of an Auditor-Engaged Specialist; PCAOB Staff Guidance, Supervising or Using the Work of an Auditor’s Specialist 

• AS 2501 (Revised), Auditing Accounting Estimates, Including Fair Value Measurements 

• AS 4105, Reviews of Interim Financial Information 

• AT No. 1: Examination Engagements Regarding Compliance Reports of Brokers and Dealers 

• AT No. 2: Review Engagements Regarding Exemption Reports of Brokers and Dealers 

• AICPA Ethics Interpretation, Staff Augmentation Arrangements (ET sec. 1.275.007); and 

• PCAOB Staff Alert: Evaluating Relevance and Reliability of Audit Evidence Obtained from External Sources (Oct. 7, 2021) 

 
The 2022 tools include links to detailed analysis related to the steps and processes discussed in the workpapers. Many new tips and examples have been incorporated. Also 
included are revised financial statement disclosures checklists that provide a centralized resource of the required and recommended U.S. GAAP disclosures and key presentation 
items currently in effect, using the style referencing under the FASB Accounting Standards Codification™. 

 
The 2022 edition of Knowledge-Based Audits of Public Entities includes the following updates:  
 

Knowledge-Based Audit Documents (KBAs) 
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Type of 
Change Description of Change Location 

Based on 
Standard Y/N 

Standard 
Reference 

Roll Forward and Update Content 
Considerations 

KBA-101 Overall Audit Strategy  

Modify Added types of components to Reporting Requirements section Procedures Clarification  Steps will retain on roll forward if user 
selects to keep responses 

Modify Use of Other Information section, Step 2 – added column for source of 
information, column 3 renamed “Type and Availability of Information” 

Procedures Enhancement PCAOB 
Staff Alert: 
Evaluating 
Relevance 
and 
Reliability 
of Audit 
Evidence 
Obtained 
from 
External 
Sources 
(Oct. 7, 
2021) 

Steps will retain on roll forward if user 
selects to keep responses 

Modify Use of Other Information section, Step 3 – added column for source of 
information 

Procedures Enhancement PCAOB 
Staff Alert: 
Evaluating 
Relevance 
and 
Reliability 
of Audit 
Evidence 
Obtained 
from 
External 
Sources 
(Oct. 7, 
2021) 

 

Modify Minor wording changes Instructions, 
Tables 

  Steps will retain on roll forward if user 
selects to keep responses 

KBA-102 Engagement Completion Document  

Modify Minor wording changes Instructions   Steps will retain on roll forward if user 
selects to keep responses 

KBA-103 Evaluating and Communicating Internal Control Deficiencies  
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Type of 
Change Description of Change Location 

Based on 
Standard Y/N 

Standard 
Reference 

Roll Forward and Update Content 
Considerations 

Modify Minor wording changes Instructions, 
Table 

  Steps will retain on roll forward if user 
selects to keep responses 

KBA-105 Review of Significant Accounting Estimates  

Modify Modified table and instructions to incorporate enhanced evidence 
guidance 

Instructions, 
Table 

Enhancement PCAOB 
Staff Alert: 
Evaluating 
Relevance 
and 
Reliability 
of Audit 
Evidence 
Obtained 
from 
External 
Sources 
(Oct. 7, 
2021) 

Steps will retain on roll forward if user 
selects to keep responses 

Modify Minor wording changes Instructions   Steps will retain on roll forward if user 
selects to keep responses 

KBA-200 Entity Information and Background  

Modify Deleted duplicative steps addressed in KBA-101 Procedures Improved 
Workflow 

  

Modify Minor wording changes Instructions, 
Procedures 

  Steps will retain on roll forward if user 
selects to keep responses 

KBA-201 Client/Engagement Acceptance and Continuance Form  

Modify Section III, Step II, Substep a v.– modified to read “To provide 
unrestricted access to persons within or outside the entity from whom the 
auditor determines it necessary to obtain information to be used as audit 
evidence” 

   Steps will retain on roll forward if user 
selects to keep responses 

Modify Minor wording changes Instructions, 
Procedures 

  Steps will retain on roll forward if user 
selects to keep responses 

KBA-302 Understanding the Entity and Its Environment  

Modify Minor wording changes Instructions, 
Procedures 

  Steps will retain on roll forward if user 
selects to keep responses 
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Type of 
Change Description of Change Location 

Based on 
Standard Y/N 

Standard 
Reference 

Roll Forward and Update Content 
Considerations 

KBA-401 Understanding Entity-Level Controls  

Modify Minor wording changes Instructions, 
Tables 

  Steps will retain on roll forward if user 
selects to keep responses 

KBA-402 Understanding General Controls for Information Technology  

Modify Minor wording changes Instructions, 
Tables 

  Steps will retain on roll forward if user 
selects to keep responses 

KBA-403 Understanding Activity-Level Controls: Revenue, Accounts Receivable, and Cash 
Receipts through KBA-411 Understanding Activity-Level Controls: Financial Reporting and 
Closing Process 

 

Modify Minor wording changes Instructions, 
Tables 

   

KBA-412 Understanding Controls Maintained by a Service Organization  

Modify Minor wording changes Instructions, 
Tables 

  Steps will retain on roll forward if user 
selects to keep responses 

KBA-501 Team Discussion and Consideration of the Risks of Material Misstatement  

Modify Modified Step 3 to evaluate information to be used as audit evidence; 
added substeps to consider the authenticity of documents and integrity of 
information in electronic form 

Procedures Enhancement PCAOB 
Staff Alert: 
Evaluating 
Relevance 
and 
Reliability 
of Audit 
Evidence 
Obtained 
from 
External 
Sources 
(Oct. 7, 
2021) 

Steps will retain on roll forward if user 
selects to keep responses 

Modify Minor wording changes Instructions, 
Procedures 

  Steps will retain on roll forward if user 
selects to keep responses 

KBA-901 Financial Statement Disclosures Checklist  
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Type of 
Change Description of Change Location 

Based on 
Standard Y/N 

Standard 
Reference 

Roll Forward and Update Content 
Considerations 

Modify Current through ASU No. 2022-03, Fair Value Measurement (Topic 820): 
Fair Value Measurement of Equity Securities Subject to Contractual Sale 
Restrictions 

Instructions, 
Procedures 

New and 
Revised 
Guidance 

  

KBA-902 Audit Review and Approval Checklist  

Modify Minor wording changes Instructions, 
Procedures 

  Steps will retain on roll forward if user 
selects to keep responses 

KBA-905 Engagement Documentation Checklist  

Modify Modified Step 18 to read: 

All documentation existing at the report release date “and documentation 
completion date” is retained (i.e., none were deleted or discarded) 

Procedures Clarification  Steps will retain on roll forward if user 
selects to keep responses 

Modify Step 31 moved to substep a. of step 42 Procedures Improved 
Workflow 

 Steps will retain on roll forward if user 
selects to keep responses 

 

KBA-901 Financial Statement Disclosures Checklist 
 
Note: Footnote examples can be found on CCH ARM Accounting Research Manager as follows: 
 

1. GAAP Financial Statement Disclosures Manual  
2. Best Practices in Presentation and Disclosure 
3. 10-K Lookup 

 

Type of 
Change Description of Change Roll Forward and Update Content Considerations 

Table of Contents 

Removed Updated Section 505 Equity to remove section, “Equity Based Payments to Non Employees”  

Removed Updated Section 815 Derivatives and Hedging to remove section, “Fair Value Hedges”  

Added Added a NEW Section 832, “Government Assistance”  

Income Statement – Reporting Comprehensive Income (ASC 220) 

Overall 

Removed Note:   The presentation and disclosure requirements in item 13 below have been superseded by the 
amendments in ASU No. 2017-12, Derivatives and Hedging (Topic 815): Targeted Improvements 
to Accounting for Hedging Activities, which is effective for public business entities for fiscal years 
beginning after December 15, 2018, and interim periods within those fiscal years. For all other 

 

https://www.accountingresearchmanager.com/?wkru=https%3A%2F%2Fwww.accountingresearchmanager.com%2F#/index/view/csh-da-filter!WKUS-TAL-DOCS-PHC-%7B7e1b9e30-5c20-4616-9d3a-6143d013a9c4%7D--WKUS_TAL_10951%23combined_4B7E5DA387710A2E652576BB002047CDTOC_4b2cd21444ea3e4f8ca33b3476fa4bae!4B7E5DA387710A2E652576BB002047CD!Doc
https://www.accountingresearchmanager.com/?wkru=https%3A%2F%2Fwww.accountingresearchmanager.com%2F#/all-contents/csh-da-filter!WKUS-TAL-DOCS-PHC-%7B35a860cf-5d96-4989-ad74-3636a78c43d7%7D
https://www.accountingresearchmanager.com/?wkru=https%3A%2F%2Fwww.accountingresearchmanager.com%2F#/10K-lookup
http://www.accountingresearchmanager.com/#/combined/394FF744D8FA7A8E8625818A0054FD29/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2017/targeted-improvements-to-accounting-for-hedging-activities
http://www.accountingresearchmanager.com/#/combined/394FF744D8FA7A8E8625818A0054FD29/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2017/targeted-improvements-to-accounting-for-hedging-activities
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Type of 
Change Description of Change Roll Forward and Update Content Considerations 

entities, the requirements are effective for fiscal years beginning after December 15, 2020, and 
interim periods within fiscal years beginning after December 15, 2021. Thereafter, the presentation 
and disclosure requirements in item 14 below should be followed. Early adoption is permitted, 
including adoption in an interim period. (ASC 815-20-65-3) 

Removed For derivative instruments and hedging activities, have the following disclosures been made (ASC 
815-30-45-1; 815-30-50-2): 

 

Removed The net gain or loss on derivative instruments designated and qualifying as cash flow hedging 
instruments reported as a separate classification within other comprehensive income? 

 

Removed As part of the disclosures of accumulated other comprehensive income:  

Removed The beginning and ending accumulated derivative instrument gain or loss?  

Removed The related net change associated with current period hedging transactions?  

Removed The net amount of any reclassification into earnings?  

Removed Note:   The presentation and disclosure requirements in item 13 above have been superseded by the 
amendments in ASU No. 2017-12, Derivatives and Hedging (Topic 815): Targeted Improvements 
to Accounting for Hedging Activities, which is effective for public business entities for fiscal years 
beginning after December 15, 2018, and interim periods within those fiscal years. For all other 
entities, the requirements are effective for fiscal years beginning after December 15, 2020, and 
interim periods within fiscal years beginning after December 15, 2021. Thereafter, the presentation 
and disclosure requirements in item 14 below should be followed. Early adoption is permitted, 
including adoption in an interim period. (ASC 815-20-65-3) 

 

Earnings Per Share (ASC 260) 

Removed Note:  The presentation and disclosure requirements in item 12 below are prescribed by ASU No. 
2017-11, Earnings Per Share (Topic 260); Distinguishing Liabilities from Equity (Topic 480); 
Derivatives and Hedging (Topic 815): (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. The amendments in Part I of this ASU are effective 
on a retrospective basis for public business entities for fiscal years beginning after December 15, 
2018, and interim periods within those fiscal years. For all other entities, the amendments in Part I 
of this ASU are effective on a retrospective basis for fiscal years beginning after December 15, 2019, 
and interim periods within fiscal years beginning after December 15, 2020. Early adoption is 
permitted for all entities as of the beginning of an interim period for which financial statements 
(interim or annual) have not been issued or have not been made available for issuance. The 
amendments in Part II of this ASU do not require any transition guidance because those amendments 
do not have an accounting effect. (ASC 260-10-65-4) 
 

 

http://www.accountingresearchmanager.com/#/combined/9DAE54F8BBC3D85186257BAB005FE8A9/accounting/fasb/fasb-codification/broad-transactions/815-derivatives-and-hedging/20-hedginggeneral/fasb-codification-broad-transactions-815-20-65-transition-and-open-effective-date-information-general
http://www.accountingresearchmanager.com/#/combined/FDE9844F946C79A0862575AA0011ECA0/accounting/fasb/fasb-codification/broad-transactions/815-derivatives-and-hedging/30-cash-flow-hedges/fasb-codification-broad-transactions-815-30-45-other-presentation-matters-general
http://www.accountingresearchmanager.com/#/combined/FDE9844F946C79A0862575AA0011ECA0/accounting/fasb/fasb-codification/broad-transactions/815-derivatives-and-hedging/30-cash-flow-hedges/fasb-codification-broad-transactions-815-30-45-other-presentation-matters-general
http://www.accountingresearchmanager.com/#/combined/3CC43769A563CEBD862575AA0011FEEB/accounting/fasb/fasb-codification/broad-transactions/815-derivatives-and-hedging/30-cash-flow-hedges/fasb-codification-broad-transactions-815-30-50-disclosure-general
http://www.accountingresearchmanager.com/#/combined/394FF744D8FA7A8E8625818A0054FD29/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2017/targeted-improvements-to-accounting-for-hedging-activities
http://www.accountingresearchmanager.com/#/combined/394FF744D8FA7A8E8625818A0054FD29/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2017/targeted-improvements-to-accounting-for-hedging-activities
http://www.accountingresearchmanager.com/#/combined/9DAE54F8BBC3D85186257BAB005FE8A9/accounting/fasb/fasb-codification/broad-transactions/815-derivatives-and-hedging/20-hedginggeneral/fasb-codification-broad-transactions-815-20-65-transition-and-open-effective-date-information-general
http://www.accountingresearchmanager.com/#/combined/5561DDD86F463DB68625815C006A294E/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2017/part-i-accounting-for-certain-financial-instruments-with-down-round-features-part-ii-replacement-of-the-inde
http://www.accountingresearchmanager.com/#/combined/5561DDD86F463DB68625815C006A294E/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2017/part-i-accounting-for-certain-financial-instruments-with-down-round-features-part-ii-replacement-of-the-inde
http://www.accountingresearchmanager.com/#/combined/5561DDD86F463DB68625815C006A294E/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2017/part-i-accounting-for-certain-financial-instruments-with-down-round-features-part-ii-replacement-of-the-inde
http://www.accountingresearchmanager.com/#/combined/5561DDD86F463DB68625815C006A294E/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2017/part-i-accounting-for-certain-financial-instruments-with-down-round-features-part-ii-replacement-of-the-inde
http://www.accountingresearchmanager.com/#/combined/5561DDD86F463DB68625815C006A294E/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2017/part-i-accounting-for-certain-financial-instruments-with-down-round-features-part-ii-replacement-of-the-inde
http://www.accountingresearchmanager.com/#/combined/5561DDD86F463DB68625815C006A294E/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2017/part-i-accounting-for-certain-financial-instruments-with-down-round-features-part-ii-replacement-of-the-inde
http://www.accountingresearchmanager.com/#/combined/301AA3FD9663632F862575AA004AC385/accounting/fasb/fasb-codification/presentation/260-earnings-per-share/10-overall/fasb-codification-presentation-260-10-65-transition-and-open-effective-date-information-general
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Type of 
Change Description of Change Roll Forward and Update Content Considerations 

Removed An entity should apply the amendments in Part I of ASU No. 2017-11 either: 
 

 

Removed Retrospectively to outstanding financial instruments with a down round feature by means of a 
cumulative-effect adjustment to the balance sheet as of the beginning of the first fiscal year and 
interim period(s) in which ASU No. 2017-11 is effective. The cumulative effect of the change should 
be recognized as an adjustment of the opening balance of retained earnings in the fiscal year and 
interim period of adoption; or 

 

Removed Retrospectively to outstanding financial instruments with a down round feature for each prior 

reporting period presented in 
accordance with the guidance on accounting changes in ASC paragraphs 250-10-45-5 through 45-
10 

 

Removed All entities that have not yet adopted ASU No. 2017-11 may early adopt ASU No. 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, related to recognition and measurement for any convertible 

security that includes a down round feature in financial statements for fiscal years or interim 

periods that have not yet been issued or made available for issuance. This early adoption of ASU 

No. 2020-06 is permitted for fiscal years beginning after December 15, 2019. 
 

 

Removed Have the following transitional disclosures related to the adoption of ASU No. 2017-11 been made 
in both the interim and annual period of adoption (ASC 260-10-65-4): 

 

Removed The nature of the change in accounting principle?  

Removed The method of applying the change?  

Removed The cumulative effect of the change on retained earnings in the balance sheet as of the beginning of 
the earliest period presented in which ASU No. 2017-11 is effective? 

 

Removed If ASU No. 2017-11 is applied retrospectively in accordance with option 2. above, have the following 
disclosures been made: 

 

Removed A description of the prior-period information that has been retrospectively adjusted, if any?  

Removed The effect of the change on income from continuing operations, net income (or other appropriate 
captions of changes in the applicable net assets or performance indicator), any other affected 
financial statement line item, and any affected per-share amounts for the current period and any prior 
periods retrospectively adjusted? 

 

Receivables (ASC 310) 

New Note:   The presentation and disclosure requirements in items 22 and 23 below have been 
superseded by ASU No. 2022-02, Financial Instruments ─ Credit Losses (Topic 326): Troubled 
Debt Restructurings and Vintage Disclosures. For entities that have not yet adopted ASC Topic 
326, the amendments in ASU No. 2022-02 are effective when the entity first adopts ASC Topic 
326. An entity that has adopted ASC Topic 326 should apply ASU No. 2022-02 for financial 

 

http://www.accountingresearchmanager.com/#/combined/5561DDD86F463DB68625815C006A294E/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2017/part-i-accounting-for-certain-financial-instruments-with-down-round-features-part-ii-replacement-of-the-inde
http://www.accountingresearchmanager.com/#/combined/5561DDD86F463DB68625815C006A294E/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2017/part-i-accounting-for-certain-financial-instruments-with-down-round-features-part-ii-replacement-of-the-inde
http://www.accountingresearchmanager.com/#/combined/A4F2328A26AF2C19862575AA0046AFBA/accounting/fasb/fasb-codification/presentation/250-accounting-changes-and-error-corrections/10-overall/fasb-codification-presentation-250-10-45-other-presentation-matters-general
http://www.accountingresearchmanager.com/#/combined/A4F2328A26AF2C19862575AA0046AFBA/accounting/fasb/fasb-codification/presentation/250-accounting-changes-and-error-corrections/10-overall/fasb-codification-presentation-250-10-45-other-presentation-matters-general
http://www.accountingresearchmanager.com/#/combined/5561DDD86F463DB68625815C006A294E/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2017/part-i-accounting-for-certain-financial-instruments-with-down-round
http://www.accountingresearchmanager.com/#/combined/3E98027E5112FF64862585BB005A1238/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2020/fasb-codification-fasb-accounting-standards-updates-fasb-accounting
http://www.accountingresearchmanager.com/#/combined/3E98027E5112FF64862585BB005A1238/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2020/fasb-codification-fasb-accounting-standards-updates-fasb-accounting
http://www.accountingresearchmanager.com/#/combined/3E98027E5112FF64862585BB005A1238/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2020/fasb-codification-fasb-accounting-standards-updates-fasb-accounting
http://www.accountingresearchmanager.com/#/combined/3E98027E5112FF64862585BB005A1238/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2020/fasb-codification-fasb-accounting-standards-updates-fasb-accounting
http://www.accountingresearchmanager.com/#/combined/3E98027E5112FF64862585BB005A1238/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2020/fasb-codification-fasb-accounting-standards-updates-fasb-accounting
http://www.accountingresearchmanager.com/#/combined/3E98027E5112FF64862585BB005A1238/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2020/fasb-codification-fasb-accounting-standards-updates-fasb-accounting
http://www.accountingresearchmanager.com/#/combined/5561DDD86F463DB68625815C006A294E/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2017/part-i-accounting-for-certain-financial-instruments-with-down-round-features-part-ii-replacement-of-the-inde
http://www.accountingresearchmanager.com/#/combined/301AA3FD9663632F862575AA004AC385/accounting/fasb/fasb-codification/presentation/260-earnings-per-share/10-overall/fasb-codification-presentation-260-10-65-transition-and-open-effective-date-information-general
http://www.accountingresearchmanager.com/#/combined/5561DDD86F463DB68625815C006A294E/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2017/part-i-accounting-for-certain-financial-instruments-with-down-round-features-part-ii-replacement-of-the-inde
http://www.accountingresearchmanager.com/#/combined/5561DDD86F463DB68625815C006A294E/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2017/part-i-accounting-for-certain-financial-instruments-with-down-round-features-part-ii-replacement-of-the-inde
https://www.accountingresearchmanager.com/#/combined/C9C854E4818814A086258817004FC767/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2022/troubled-debt-restructurings-and-vintage-disclosures
https://www.accountingresearchmanager.com/#/combined/C9C854E4818814A086258817004FC767/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2022/troubled-debt-restructurings-and-vintage-disclosures
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Type of 
Change Description of Change Roll Forward and Update Content Considerations 

statements issued for fiscal years beginning after December 15, 2022, including interim periods 
within those fiscal years. Thereafter, the presentation and disclosure requirements in items 24 
through 26 below should be followed.  (ASC 326-10-65-5) 
 

New Early adoption, including adoption in any interim period as of the beginning of the fiscal year that 

includes that interim period, is permitted provided that an entity has adopted ASC Topic 326 in 

financial statements of fiscal years or interim periods that have not been issued or made available 

for issuance. An entity may elect to early adopt ASU No. 2022-02 individually for vintage 

disclosures and troubled debt restructurings by creditors. For example, an entity may early adopt 

ASU No. 2022-02 for the amendments on vintage disclosures, and an entity may separately elect 

not to early adopt ASU No. 2022-02 for the amendments on troubled debt restructurings by 

creditors. 

 

New An entity should apply ASU No. 2022-02 prospectively from the beginning of the fiscal year of 

adoption, except as discussed in item 2 below: 
 

New Disclosures required by ASU No. 2022-02 in ASC paragraphs 310-10-50-38 through 50-44 and 326-
20-50-6 should be provided for modifications and gross writeoffs made starting in the period of 
adoption. Information about modifications in periods before adoption need not be provided. That is, 
in disclosures that require information about modifications made in the previous 12 months, 
modifications made before the date of the adoption of ASU No. 2022-02 do not need to be included. 

 

New For the elimination of recognition and measurement guidance on troubled debt restructurings by 
creditors in ASC Subtopic 310-40, an entity may elect to apply a modified retrospective transition 
by means of a cumulative-effect adjustment to the opening retained earnings as of the beginning of 
the fiscal year of adoption for any change in the allowance for credit losses that had been recorded 
for loans modified or reasonably expected to be modified in a troubled debt restructuring before the 
adoption of ASU No. 2022-02. If an entity elects a prospective approach, the guidance should be 
applied to modifications occurring after the date of adoption of ASU No. 2022-02. 

 

New Has the amount of commitments, if any, to lend additional funds to debtors experiencing financial 
difficulty for which the creditor has modified the terms of the receivables in the form of principal 
forgiveness, an interest rate reduction, an other-than-insignificant payment delay, or a term 
extension in the current reporting period been disclosed, either in the body of the financial 
statements or in the accompanying notes, as of the date of each balance sheet presented? (ASC 
310-10-50-36) 
 
Note: For purposes of this disclosure, covenant waivers and modifications of contingent acceleration 
clauses would not be considered term extensions. 

 

New For each period for which an income statement is presented, has the following information been 
disclosed related to modifications of receivables that are in the form of principal forgiveness, an 
interest rate reduction, an other-than-insignificant payment delay, or a term extension (or 

 

https://www.accountingresearchmanager.com/#/combined/BE3575747BCA694486257FD4005AA2F5/accounting/fasb/fasb-codification/assets/326-financial-instrumentscredit-losses/10-overall/fasb-codification-assets-326-10-65-transition-and-open-effective-date-information-general
https://www.accountingresearchmanager.com/#/combined/FA95A5DA9429FF75862575F80000FDF4/accounting/fasb/fasb-codification/assets/310-receivables/10-overall/fasb-codification-assets-310-10-50-disclosure-general
https://www.accountingresearchmanager.com/#/combined/49A7185089BA556D86257FD4005AA69B/accounting/fasb/fasb-codification/assets/326-financial-instrumentscredit-losses/20-measured-at-amortized-cost/fasb-codification-assets-326-20-50-general
https://www.accountingresearchmanager.com/#/combined/49A7185089BA556D86257FD4005AA69B/accounting/fasb/fasb-codification/assets/326-financial-instrumentscredit-losses/20-measured-at-amortized-cost/fasb-codification-assets-326-20-50-general
https://www.accountingresearchmanager.com/#/combined/FA95A5DA9429FF75862575F80000FDF4/accounting/fasb/fasb-codification/assets/310-receivables/10-overall/fasb-codification-assets-310-10-50-disclosure-general
https://www.accountingresearchmanager.com/#/combined/FA95A5DA9429FF75862575F80000FDF4/accounting/fasb/fasb-codification/assets/310-receivables/10-overall/fasb-codification-assets-310-10-50-disclosure-general
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combination thereof) made to debtors experiencing financial difficulty during the reporting period 
(ASC 310-10-50-42): 

New Note:   The disclosures in items 25 and 26 below should be provided for modifications of 
receivables to borrowers experiencing financial difficulty in the form of principal forgiveness, an 
interest rate reduction, an other-than-insignificant payment delay, or a term extension made within 
the scope of ASC Topic 310. For purposes of those disclosures, covenant waivers and 
modifications of contingent acceleration clauses would not be considered term extensions. These 
disclosures do not apply to the following financing receivables: (a) receivables measured at fair 
value with changes in fair value reported in earnings; (b) receivables measured at lower of 
amortized cost basis or fair value; or (c) trade accounts receivable, except for credit card 
receivables, that have a contractual maturity of one year or less, and that arose from the sale of 
goods or services. (ASC 310-10-50-39 and 50-40) 

 

 In evaluating whether the debtor is experiencing financial difficulties for the purpose of the 
disclosure requirements in items 25 and 26 below, a creditor should consider the indicators 
prescribed in ASC paragraph 310-10-50-45. 

 

New These disclosures are applicable regardless of whether a modification of a receivable to a debtor 
experiencing financial difficulty results in a new loan in accordance with ASC paragraphs 310-20-
35-9 through 35-11. As a practical expedient, an entity may exclude the accrued interest receivable 
balance that is included in the amortized cost basis of financing receivables for the purposes of the 
disclosure requirements in ASC Subtopic 326-20. If an entity has applied that practical expedient, 
an entity may do the same for the disclosures in items 25 and 26 below and should disclose the 
total amount of accrued interest excluded from the disclosed amortized cost basis. (ASC 310-10-
50-41) 

 

New In addition to the disclosures in items 25 and 26 below, an entity should consider providing 
information that helps financial statement users understand significant changes in the type or 
magnitude of modifications, including those modifications that, for example, were caused by a major 
credit event, even if the modifications otherwise would not require the disclosures in items 25 and 
26 below. (ASC 310-10-50-38) 

 

New In the case of a restructuring that results in only a delay in payment that is insignificant, an entity is 
not required to include the modification made to receivables for debtors experiencing financial 
difficulty in the disclosure requirements in item 24 above or items 25 and 26 below. Also, if the 
debt has been previously restructured, an entity should consider the cumulative effect of past 
restructurings made within the 12-month period before the current restructuring when determining 
whether a delay in payment resulting from the current restructuring is insignificant. See ASC 310-
10-50-46 through 50-48 for additional guidance, including factors that may indicate that a 
restructuring results in a delay in payment that is insignificant. 

 

New Receivables may be modified in more than one manner. An entity that modifies the same receivable 
in more than one manner should provide disclosures sufficient for users to understand the different 
types of combinations of modifications provided to borrowers. For example, a receivable may be 
modified to provide both principal forgiveness and an interest rate reduction. In that case, an entity 
should disclose the period-end amortized cost basis of that receivable in a separate category that 

 

https://www.accountingresearchmanager.com/#/combined/FA95A5DA9429FF75862575F80000FDF4/accounting/fasb/fasb-codification/assets/310-receivables/10-overall/fasb-codification-assets-310-10-50-disclosure-general
https://www.accountingresearchmanager.com/#/combined/7D50F130B10E7808862575A9004CA610/accounting/fasb/fasb-codification/assets/310-receivables/10-overall/fasb-codification-assets-310-10-05-overview-and-background-general
https://www.accountingresearchmanager.com/#/combined/FA95A5DA9429FF75862575F80000FDF4/accounting/fasb/fasb-codification/assets/310-receivables/10-overall/fasb-codification-assets-310-10-50-disclosure-general
https://www.accountingresearchmanager.com/#/combined/FA95A5DA9429FF75862575F80000FDF4/accounting/fasb/fasb-codification/assets/310-receivables/10-overall/fasb-codification-assets-310-10-50-disclosure-general
https://www.accountingresearchmanager.com/#/combined/56CE19E8F781AA57862575A9004F2643/accounting/fasb/fasb-codification/assets/310-receivables/20-nonrefundable-fees-and-other-costs/fasb-codification-assets-310-20-35-subsequent-measurement-general
https://www.accountingresearchmanager.com/#/combined/56CE19E8F781AA57862575A9004F2643/accounting/fasb/fasb-codification/assets/310-receivables/20-nonrefundable-fees-and-other-costs/fasb-codification-assets-310-20-35-subsequent-measurement-general
https://www.accountingresearchmanager.com/#/combined/FA95A5DA9429FF75862575F80000FDF4/accounting/fasb/fasb-codification/assets/310-receivables/10-overall/fasb-codification-assets-310-10-50-disclosure-general
https://www.accountingresearchmanager.com/#/combined/FA95A5DA9429FF75862575F80000FDF4/accounting/fasb/fasb-codification/assets/310-receivables/10-overall/fasb-codification-assets-310-10-50-disclosure-general
https://www.accountingresearchmanager.com/#/combined/FA95A5DA9429FF75862575F80000FDF4/accounting/fasb/fasb-codification/assets/310-receivables/10-overall/fasb-codification-assets-310-10-50-disclosure-general
https://www.accountingresearchmanager.com/#/combined/FA95A5DA9429FF75862575F80000FDF4/accounting/fasb/fasb-codification/assets/310-receivables/10-overall/fasb-codification-assets-310-10-50-disclosure-general
https://www.accountingresearchmanager.com/#/combined/FA95A5DA9429FF75862575F80000FDF4/accounting/fasb/fasb-codification/assets/310-receivables/10-overall/fasb-codification-assets-310-10-50-disclosure-general


 

2022 CCH Incorporated and/or Its Affiliates. All Rights Reserved. KCO-001 Page 10 of 42 
Knowledge-Based Audits of PCAOB Entities 

Type of 
Change Description of Change Roll Forward and Update Content Considerations 

reflects that a combination of modification types has been granted. If another receivable was 
modified to provide both an interest rate reduction and a term extension, the period-end amortized 
cost basis of that receivable should be presented in a different category. Multiple separate 
combination categories may be necessary if significant. The same receivable’s period-end amortized 
cost basis should not be presented in multiple categories. (ASC 310-10-50-43) 

New By class of financing receivable, qualitative and quantitative information about:  

New The types of modifications utilized by an entity, including the total period-end amortized cost basis 
of the modified receivables and the percentage of modifications of receivables made to debtors 
experiencing financial difficulty relative to the total period-end amortized cost basis of receivables 
in the class of financing receivable? 

 

New The financial effect of the modification by type of modification, which should provide information 
about the changes to the contractual terms as a result of the modification and should include the 
incremental effect of principal forgiveness on the amortized cost basis of the modified receivables, 
as applicable, or the reduction in weighted-average interest rates (versus a range) for interest rate 
reductions? 

 

New Receivable performance in the 12 months after a modification of a receivable made to a debtor 
experiencing financial difficulty? 

 

New By portfolio segment, qualitative information about how those modifications and the debtors’ 
subsequent performance are factored into determining the allowance for credit losses? 

 

New For each period for which an income statements is presented, has the following information been 
disclosed about financing receivables that had a payment default during the period and had been 
modified in the form of principal forgiveness, an interest rate reduction, an other-than-insignificant 
payment delay, or a term extension (or a combination thereof) within the previous 12 months 
preceding the payment default when the debtor was experiencing financial difficulty at the time of 
the modification (ASC 310-10-50-44): 

 

New By class of financing receivable, qualitative and quantitative information about those defaulted 
financing receivables, including the following: 

 

New The amount of financing receivables that defaulted, including the period-end amortized cost basis 
for financing receivables that defaulted? 

 

New By portfolio segment, qualitative information about how those defaults are factored into determining 
the allowance for credit losses? 

 

 

Troubled Debt Restructurings by Creditors 

Removed Has disclosure been made of the carrying amount of foreclosed residential real estate properties 
held at the reporting date as a result of obtaining physical possession in accordance with ASC 310-
40-40-6 and ASC 310-40-55-10A? (ASC 310-10-50-11) 

 

https://www.accountingresearchmanager.com/#/combined/FA95A5DA9429FF75862575F80000FDF4/accounting/fasb/fasb-codification/assets/310-receivables/10-overall/fasb-codification-assets-310-10-50-disclosure-general
https://www.accountingresearchmanager.com/#/combined/FA95A5DA9429FF75862575F80000FDF4/accounting/fasb/fasb-codification/assets/310-receivables/10-overall/fasb-codification-assets-310-10-50-disclosure-general
http://www.accountingresearchmanager.com/#/combined/B772F7BE0B44BE82862575A900527EDB/accounting/fasb/fasb-codification/assets/310-receivables/40-troubled-debt-restructurings-by-creditors/fasb-codification-assets-310-40-40-derecognition-general
http://www.accountingresearchmanager.com/#/combined/B772F7BE0B44BE82862575A900527EDB/accounting/fasb/fasb-codification/assets/310-receivables/40-troubled-debt-restructurings-by-creditors/fasb-codification-assets-310-40-40-derecognition-general
http://www.accountingresearchmanager.com/#/combined/D787AF199D673FDB862575A90052B67D/accounting/fasb/fasb-codification/assets/310-receivables/40-troubled-debt-restructurings-by-creditors/fasb-codification-assets-310-40-55-implementation-guidance-and-illust
http://www.accountingresearchmanager.com/#/combined/FA95A5DA9429FF75862575F80000FDF4/accounting/fasb/fasb-codification/assets/310-receivables/10-overall/fasb-codification-assets-310-10-50-disclosure-general
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Removed Has disclosure been made of the recorded investment of consumer mortgage loans secured by 
residential real estate properties for which formal foreclosure proceedings are in process according 
to local requirements of the applicable jurisdiction? (ASC 310-10-50-35) 

 

 

Measured at Amortized Cost 

Removed Note: When a loan is restructured in a troubled debt restructuring into two or more loan 
agreements, the restructured loans should be considered separately when assessing the applicability 
of the disclosures in ASC Section 326-20-50 in years after the restructuring because they are 
legally distinct from the original loan. (ASC 310-40-50-5) 

 

Updated Note:  When disclosing credit quality indicators of financing receivables and net investment in 
leases (except for reinsurance recoverables and funded or unfunded amounts of line-of-credit 
arrangements, such as credit cards), the amortized cost basis should be presented by a public 
business entity within each credit quality indicator by year of origination (i.e., vintage year). For 
purchased financing receivables and net investment in leases, the initial date of issuance should be 
used to determine the year of origination, not the date of acquisition. For origination years before 
the fifth annual period, the amortized cost basis of financing receivables and net investments in 
leases may be presented by a public business entity in the aggregate. For interim period 
disclosures, the current year-to-date originations in the current reporting period are considered to 
be the current-period originations. A public business entity should present the gross writeoffs 
recorded in the current period, on a current year-to-date basis, for financing receivables and net 
investments in leases by origination year. For origination years before the fifth annual period, a 
public business entity may present the gross writeoffs in the current period for financing 
receivables and net investments in leases in the aggregate. The requirement to present the 
amortized cost basis within each credit quality indicator by year of origination is not required for 
an entity that is not a public business entity. (ASC 326-20-50-6) 

 

For the purpose of the disclosure requirement in the previous paragraph, presentation should be 
made by a public business entity of the amortized cost basis of line-of-credit arrangements that are 
converted to term loans in a separate column. Disclosure should be made in each reporting period 
by a public business entity, by class of financing receivable, of the amount of line-of-credit 
arrangements that are converted to term loans in each reporting period and the total of these 
financing receivables that were written off in the current reporting period in accordance with ASC 
paragraph 326-20-50-6. (ASC 326-20-50-6A) 

Need to find this 

Updated Note: Except as provided for in the previous paragraph, the guidance in ASC paragraphs 310-20-
35-9 through 35-11 should be used by a public business entity when determining whether a 
modification, extension, or renewal of a financing receivable should be presented as a current-
period origination. The guidance in ASC paragraphs 842-10-25-8 through 25-9 should be used by a 
public business entity when determining whether a lease modification should be presented as a 
current period origination. (ASC 326-20-50-7) 

Need to find this 

http://www.accountingresearchmanager.com/#/combined/FA95A5DA9429FF75862575F80000FDF4/accounting/fasb/fasb-codification/assets/310-receivables/10-overall/fasb-codification-assets-310-10-50-disclosure-general
http://www.accountingresearchmanager.com/#/combined/49A7185089BA556D86257FD4005AA69B/accounting/fasb/fasb-codification/assets/326-financial-instrumentscredit-losses/20-measured-at-amortized-cost/fasb-codification-assets-326-20-50-disclosure-general
http://www.accountingresearchmanager.com/#/combined/A02C8D23EB2C914B862575A900529045/accounting/fasb/fasb-codification/assets/310-receivables/40-troubled-debt-restructurings-by-creditors/fasb-codification-assets-310-40-50-disclosure-general
http://www.accountingresearchmanager.com/#/combined/49A7185089BA556D86257FD4005AA69B/accounting/fasb/fasb-codification/assets/326-financial-instrumentscredit-losses/20-measured-at-amortized-cost/fasb-codification-assets-326-20-50-disclosure-general
http://www.accountingresearchmanager.com/#/combined/49A7185089BA556D86257FD4005AA69B/accounting/fasb/fasb-codification/assets/326-financial-instrumentscredit-losses/20-measured-at-amortized-cost/fasb-codification-assets-326-20-50-general
http://www.accountingresearchmanager.com/#/combined/56CE19E8F781AA57862575A9004F2643/accounting/fasb/fasb-codification/assets/310-receivables/20-nonrefundable-fees-and-other-costs/fasb-codification-assets-310-20-35-subsequent-measurement-general
http://www.accountingresearchmanager.com/#/combined/56CE19E8F781AA57862575A9004F2643/accounting/fasb/fasb-codification/assets/310-receivables/20-nonrefundable-fees-and-other-costs/fasb-codification-assets-310-20-35-subsequent-measurement-general
http://www.accountingresearchmanager.com/#/combined/16A5A7B1DFB6D46C86257F640067AE66/accounting/fasb/fasb-codification/broad-transactions/842-leases/10-overall/fasb-codification-broad-transactions-842-10-25-recognition-general
http://www.accountingresearchmanager.com/#/combined/49A7185089BA556D86257FD4005AA69B/accounting/fasb/fasb-codification/assets/326-financial-instrumentscredit-losses/20-measured-at-amortized-cost/fasb-codification-assets-326-20-50-disclosure-general
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Internal-Use Software 

Removed Note:   The presentation and disclosure requirements in items 1 through 5 below are prescribed by 
ASU No. 2018-15,  Intangibles—Goodwill and Other—Internal-Use Software (Subtopic 350-40): 
Customer’s Accounting for Implementation Costs Incurred in a Cloud Computing Arrangement 
That Is a Service Contract.  ASU No. 2018-15 is effective for public business entities for annual 
periods, including interim periods within those annual periods, beginning after December 15, 2019. 
For all other entities, the requirements are effective for annual periods beginning after December 
15, 2020, and interim periods in annual periods beginning after December 15, 2021. (ASC 350-40-
65-3). 

 

Removed Early adoption is permitted, including adoption in any interim period for: 
 
1.         Public business entities for periods for which financial statements have not yet 

been issued. 
2.         All other entities for periods for which financial statements have not yet been 

made available for issuance. 

 

Removed An entity should apply ASU No. 2018-15 using one of the following two methods:  
 
1.         Prospectively to costs for activities performed on or after the date that the entity 

first applies ASU No. 2018-15.  
2.        Retrospectively in accordance with the guidance on accounting changes in ASC paragraphs 
250-10-45-5 through 45-10. 

 

Removed Have the following transitional disclosures related to the adoption of ASU No. 2018-15 been made 
in the first interim and annual periods of adoption (ASC 350-40-65-3): 

 

Removed  
a.         For an entity that elects prospective transition: 

 

Removed  
(1)        The nature of and reason for the change in accounting principle? 

 

Removed  
(2)        The transition method? 

 

Removed  
b.         For an entity that elects retrospective transition: 

 

Removed  
(1)       The nature of and reason for the change in accounting principle? 

 

Removed  
(2)        The transition method? 

 

Removed  
(3)        A qualitative description of the financial statement line items affected by the change? 

 

Removed  
(4)       Quantitative information about the effects of the change? 

 

http://www.accountingresearchmanager.com/#/combined/8844398ED2EB7765862582F8006531E4/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2018/customers-accounting-for-implementation-costs-incurred-in-a-cloud-computing-arrangement-that-is-a-service-co
http://www.accountingresearchmanager.com/#/combined/8844398ED2EB7765862582F8006531E4/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2018/customers-accounting-for-implementation-costs-incurred-in-a-cloud-computing-arrangement-that-is-a-service-co
http://www.accountingresearchmanager.com/#/combined/8844398ED2EB7765862582F8006531E4/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2018/customers-accounting-for-implementation-costs-incurred-in-a-cloud-computing-arrangement-that-is-a-service-co
http://www.accountingresearchmanager.com/#/combined/8844398ED2EB7765862582F8006531E4/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2018/customers-accounting-for-implementation-costs-incurred-in-a-cloud-computing-arrangement-that-is-a-service-co
http://www.accountingresearchmanager.com/#/combined/2917E2C51A65E5F086257E280074BB90/accounting/fasb/fasb-codification/assets/350-intangiblesgoodwill-and-other/40-internal-use-software/fasb-codification-assets-350-40-65-transition-and-open-effective-date-information-general
http://www.accountingresearchmanager.com/#/combined/2917E2C51A65E5F086257E280074BB90/accounting/fasb/fasb-codification/assets/350-intangiblesgoodwill-and-other/40-internal-use-software/fasb-codification-assets-350-40-65-transition-and-open-effective-date-information-general
http://www.accountingresearchmanager.com/#/combined/8844398ED2EB7765862582F8006531E4/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2018/customers-accounting-for-implementation-costs-incurred-in-a-cloud-computing-arrangement-that-is-a-service-co
http://www.accountingresearchmanager.com/#/combined/8844398ED2EB7765862582F8006531E4/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2018/customers-accounting-for-implementation-costs-incurred-in-a-cloud-computing-arrangement-that-is-a-service-co
http://www.accountingresearchmanager.com/#/combined/A4F2328A26AF2C19862575AA0046AFBA/accounting/fasb/fasb-codification/presentation/250-accounting-changes-and-error-corrections/10-overall/fasb-codification-presentation-250-10-45-other-presentation-matters-general
http://www.accountingresearchmanager.com/#/combined/8844398ED2EB7765862582F8006531E4/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2018/customers-accounting-for-implementation-costs-incurred-in-a-cloud-computing-arrangement-that-is-a-service-co
http://www.accountingresearchmanager.com/#/combined/2917E2C51A65E5F086257E280074BB90/accounting/fasb/fasb-codification/assets/350-intangiblesgoodwill-and-other/40-internal-use-software/fasb-codification-assets-350-40-65-transition-and-open-effective-date-information-general
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Removed Note: An entity other than a public business entity should disclose the information in item 5 above 
in the annual period of adoption, unless the entity elects to early adopt ASU No. 2018-15 in an 
interim period, in which case the entity should also disclose that information in the interim period 
of adoption. 
 

 

 

Equity Based Payments to Non-Employees 

Removed Removed entire section  

Compensation – Stock Compensation (ASC 718) 

Overall 

New Note:   The presentation and disclosure requirements in item 1f(2)                                                                         
(vi) below are prescribed by the amendments in ASU No. 2021-07, Compensation—Stock 
Compensation (Topic 718): Determining the Current Price of an Underlying Share for Equity-
Classified Share-Based Awards, which is effective prospectively for nonpublic entities for fiscal 
years beginning after December 15, 2021, and interim periods within fiscal years beginning after 
December 15, 2022. Early adoption, including application in an interim period, is permitted for 
financial statements that have not been issued or made available for issuance as of October 25, 
2021. (ASC 718-10-65-16) 

 

New (vi)      Practical expedient for current price input? Note: A nonpublic entity that elects to apply the 
practical expedient in ASC paragraphs 718-10-30-20C through 30-20F should disclose that 
election. 

 

Removed Note:   The presentation and disclosure requirements in items 2 and 3 below are prescribed by the 
amendments in ASU No. 2018-07, Compensation—Stock Compensation (Topic 718): 
Improvements to Nonemployee Share-Based Payment Accounting, which is effective for public 
business entities for fiscal years beginning after December 15, 2018, including interim periods 
within those fiscal years. For all other entities, the requirements 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, but not 
earlier than an entity’s adoption date of ASC Topic 606, Revenue from Contracts with Customers. 
 

 

If an entity early adopts the amendments in ASU No. 2018-07 in an interim period, any 
adjustments should be reflected as of the beginning of the fiscal year that includes that interim 
period. (ASC 718-10-65-11) 

 

Removed Note:  An entity should apply ASU No. 2018-07 in the same period in which it applies the pending 

content that links to ASC paragraphs 718-10-65-12 through 65-14. 

 

 

http://www.accountingresearchmanager.com/#/combined/8844398ED2EB7765862582F8006531E4/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2018/customers-accounting-for-implementation-costs-incurred-in-a-cloud-computing-arrangement-that-is-a-service-co
https://www.accountingresearchmanager.com/#/combined/D71E771BC3C9FAF6862587790072E52F/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2021/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standards-update-no-2021-07-compensation-stock-compensation-topic-718-determining-the-current-price-of-an-underlying-share
https://www.accountingresearchmanager.com/#/combined/D71E771BC3C9FAF6862587790072E52F/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2021/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standards-update-no-2021-07-compensation-stock-compensation-topic-718-determining-the-current-price-of-an-underlying-share
https://www.accountingresearchmanager.com/#/combined/D71E771BC3C9FAF6862587790072E52F/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2021/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standards-update-no-2021-07-compensation-stock-compensation-topic-718-determining-the-current-price-of-an-underlying-share
https://www.accountingresearchmanager.com/#/combined/87DAD9C481CA82AE862575CA0022A853/accounting/fasb/fasb-codification/expenses/718-compensationstock-compensation/10-overall/fasb-codification-expenses-718-10-65-transition-and-open-effective-date-information-general
https://www.accountingresearchmanager.com/#/combined/9DC38334A3E83B08862575AA005A2471/accounting/fasb/fasb-codification/expenses/718-compensationstock-compensation/10-overall/fasb-codification-expenses-718-10-30-initial-measurement-general
http://www.accountingresearchmanager.com/#/combined/9857F99E11396E4E862582B20058BC5E/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2018/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standards-u
http://www.accountingresearchmanager.com/#/combined/9857F99E11396E4E862582B20058BC5E/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2018/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standards-u
http://www.accountingresearchmanager.com/#/combined/097401C8CEC9DE5686257CE8002FBF43/accounting/fasb/fasb-codification/revenue/606-revenue-from-contracts-with-customers/10-overall/fasb-codification-revenue-606-10-05-overview-and-background-general
http://www.accountingresearchmanager.com/#/combined/9857F99E11396E4E862582B20058BC5E/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2018/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standards-u
http://www.accountingresearchmanager.com/#/combined/87DAD9C481CA82AE862575CA0022A853/accounting/fasb/fasb-codification/expenses/718-compensationstock-compensation/10-overall/fasb-codification-expenses-718-10-65-transition-and-open-effective-date-information-general
http://www.accountingresearchmanager.com/#/combined/9857F99E11396E4E862582B20058BC5E/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2018/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standards-u
http://www.accountingresearchmanager.com/#/combined/87DAD9C481CA82AE862575CA0022A853/accounting/fasb/fasb-codification/expenses/718-compensationstock-compensation/10-overall/fasb-codification-expenses-718-10-65-transition-and-open-effective-date-information-general
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An entity should apply ASU No. 2018-07 on a modified retrospective basis through a 

cumulative-effect adjustment to retained earnings as of the beginning of the fiscal year in 

which ASU No. 2018-07 is adopted. For purposes of 

determining the cumulative-effect adjustment, an entity should: 

 

1. Assess only liability-classified awards that have not been settled by the date of adoption 

and equity-classified awards for which a measurement date has not been established. 

 

2. Remeasure awards as defined in 1. above at fair value as of the adoption date rather 

than grant-date fair value. 

 

3. Not remeasure assets that are completed. (e.g., finished goods inventory or equipment that has 
begun amortization would not be remeasured upon transition.) (ASC 718-10-65-11) 

Removed 3. Have the following been disclosed in the first interim and annual period of adoption of ASU No. 
2018-07 (ASC 718-10-65-11): 

 

Removed a.  The nature of and reason for the change in accounting principle?  

Removed b. The cumulative effect of the change on retained earnings or other components of equity or net 
assets in the balance sheet as of the beginning of the period of adoption? 

 

Business Combinations (ASC 805) 

Overall 

New Note:  The presentation and disclosure requirements in item 6 below are prescribed by the 
amendments in ASU No. 2021-08, Business Combinations (Topic 805): Accounting for 
Contract Assets and Contract Liabilities from Contracts with Customers, which is 
effective for public business entities for fiscal years, including interim periods within those 
fiscal years, beginning after December 15, 2022. For all other entities, the requirements are 
effective for fiscal years, including interim periods within those fiscal years, beginning 
after December 15, 2023. An entity should apply ASU No. 2021-08 prospectively to 
business combinations that occur after the effective date. (ASC 805-20-65-3) 

 
Early adoption is permitted, including in any interim period, for: 
 
1. Public business entities for periods for which financial statements have not yet been 
issued. 
2. All other entities for periods for which financial statements have not yet been made 
available for issuance. 
 

 

http://www.accountingresearchmanager.com/#/combined/9857F99E11396E4E862582B20058BC5E/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2018/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standards-u
http://www.accountingresearchmanager.com/#/combined/9857F99E11396E4E862582B20058BC5E/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2018/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standards-u
http://www.accountingresearchmanager.com/#/combined/87DAD9C481CA82AE862575CA0022A853/accounting/fasb/fasb-codification/expenses/718-compensationstock-compensation/10-overall/fasb-codification-expenses-718-10-65-transition-and-open-effective-date-information-general
http://www.accountingresearchmanager.com/#/combined/9857F99E11396E4E862582B20058BC5E/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2018/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standards-u
http://www.accountingresearchmanager.com/#/combined/9857F99E11396E4E862582B20058BC5E/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2018/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standards-u
http://www.accountingresearchmanager.com/#/combined/87DAD9C481CA82AE862575CA0022A853/accounting/fasb/fasb-codification/expenses/718-compensationstock-compensation/10-overall/fasb-codification-expenses-718-10-65-transition-and-open-effective-date-information-general
https://www.accountingresearchmanager.com/#/all-contents/csh-da-filter!WKUS-TAL-DOCS-PHC-%7B3f108cd7-3835-4234-b87e-33ff367bb5ea%7D--WKUS_TAL_12120%23e005b38a275c3d379deea49eac050c76
https://www.accountingresearchmanager.com/#/all-contents/csh-da-filter!WKUS-TAL-DOCS-PHC-%7B3f108cd7-3835-4234-b87e-33ff367bb5ea%7D--WKUS_TAL_12120%23e005b38a275c3d379deea49eac050c76
https://www.accountingresearchmanager.com/#/combined/B774DCAF974E517D86257AA0005AD037/accounting/fasb/fasb-codification/broad-transactions/805-business-combinations/20-identifiable-assets-and-liabilities-and-any-noncontrolling-interest/fasb-codification-broad-transactions-805-20-65-transition-and-open-effective-date-information-general
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An entity that elects early adoption of ASU No. 2021-08 in an interim period should apply 
ASU No. 2021-08: 
 
1. Retrospectively to all business combinations for which the acquisition 
date occurs on or after the beginning of the fiscal year that includes the 
interim period of early application. 
2. Prospectively to all business combinations that occur on or after the date 

of initial application. 

New 6. For any of the practical expedients in ASC paragraph 805-20-30-29 for measuring contract 
assets and contract liabilities that an acquirer uses at the acquisition date, has the acquirer disclosed 
(ASC 805-20-50-5): 

 

New a. The expedients that have been used?  

New b. To the extent reasonably possible, a qualitative assessment of the estimated effect of applying 
each of those expedients? 

 

Collaborative Arrangements (ASC 808) 

Removed Note:   The presentation and disclosure requirements in item 2 below are prescribed by ASU No. 
2018-18, Collaborative Arrangements (Topic 808): Clarifying the Interaction between Topic 808 
and Topic 606. ASU No. 2018-18 is effective for public business entities for fiscal years beginning 
after December 15, 2019, including interim periods within those fiscal years. For all other entities, 
the requirements are effective for fiscal years beginning after December 15, 2020, and interim 
periods within fiscal years beginning after December 15, 2021. (ASC 808-10-65-2). 
 

Early adoption is permitted if an entity also has adopted ASC Topic 606, Revenue from 
Contracts with Customers, including adoption in any interim period for: 
 
1. Public business entities for periods for which financial statements have not yet been 
issued. 

2. All other entities for periods for which financial statements have not yet been made available for 
issuance. 

An entity should apply ASU No. 2018-18 retrospectively to the date of its initial application of 
ASC Topic 606. An entity should recognize the cumulative effect of initially applying ASU No. 
2018-18 as an adjustment to the opening balance of retained earnings of the later of the earliest 
annual period presented and the annual period that includes the date of the entity’s initial 
application of ASC Topic 606. 
 
An entity may elect to apply ASU No. 2018-18 retrospectively either to all contracts or only to 
contracts that are not completed contracts at the date of initial application of ASC Topic 606. A 
completed contract refers to a contract for which all (or substantially all) of the revenue or 
expenses were recognized in accordance with guidance that was in effect before the date of initial 

 

https://www.accountingresearchmanager.com/#/combined/BF11D8399E2190B9862575A900637862/accounting/fasb/fasb-codification/broad-transactions/805-business-combinations/20-identifiable-assets-and-liabilities-and-any-noncontrolling-interest/fasb-codification-broad-transactions-805-20-30-initial-measurement-general
https://www.accountingresearchmanager.com/#/combined/298135DBF7CBAA98862575A900641519/accounting/fasb/fasb-codification/broad-transactions/805-business-combinations/20-identifiable-assets-and-liabilities-and-any-noncontrolling-interest/fasb-codification-broad-transactions-805-20-50-disclosure-general
http://www.accountingresearchmanager.com/#/combined/EB9F263CD28AF78A8625833C006F3EF0/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2018/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standards-u
http://www.accountingresearchmanager.com/#/combined/EB9F263CD28AF78A8625833C006F3EF0/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2018/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standards-u
http://www.accountingresearchmanager.com/#/combined/EB9F263CD28AF78A8625833C006F3EF0/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2018/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standards-u
http://www.accountingresearchmanager.com/#/combined/EB9F263CD28AF78A8625833C006F3EF0/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2018/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standards-u
http://www.accountingresearchmanager.com/#/combined/C47DD8FF3A0CFC38862575A9006BDB4E/accounting/fasb/fasb-codification/broad-transactions/808-collaborative-arrangements/10-overall/fasb-codification-broad-transactions-808-10-65-transition-and-open-effective-date-information-general
http://www.accountingresearchmanager.com/#/combined/896ED5B04F7E788186257CE8002FF6BF/accounting/fasb/fasb-codification/revenue/606-revenue-from-contracts-with-customers/10-overall/fasb-codification-revenue-606-10-65-transition-and-open-effective-date-information-general
http://www.accountingresearchmanager.com/#/combined/896ED5B04F7E788186257CE8002FF6BF/accounting/fasb/fasb-codification/revenue/606-revenue-from-contracts-with-customers/10-overall/fasb-codification-revenue-606-10-65-transition-and-open-effective-date-information-general
http://www.accountingresearchmanager.com/#/combined/EB9F263CD28AF78A8625833C006F3EF0/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2018/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standards-u
http://www.accountingresearchmanager.com/#/combined/896ED5B04F7E788186257CE8002FF6BF/accounting/fasb/fasb-codification/revenue/606-revenue-from-contracts-with-customers/10-overall/fasb-codification-revenue-606-10-65-transition-and-open-effective-date-information-general
http://www.accountingresearchmanager.com/#/combined/EB9F263CD28AF78A8625833C006F3EF0/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2018/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standards-u
http://www.accountingresearchmanager.com/#/combined/EB9F263CD28AF78A8625833C006F3EF0/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2018/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standards-u
http://www.accountingresearchmanager.com/#/combined/896ED5B04F7E788186257CE8002FF6BF/accounting/fasb/fasb-codification/revenue/606-revenue-from-contracts-with-customers/10-overall/fasb-codification-revenue-606-10-65-transition-and-open-effective-date-information-general
http://www.accountingresearchmanager.com/#/combined/EB9F263CD28AF78A8625833C006F3EF0/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2018/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standards-u
http://www.accountingresearchmanager.com/#/combined/896ED5B04F7E788186257CE8002FF6BF/accounting/fasb/fasb-codification/revenue/606-revenue-from-contracts-with-customers/10-overall/fasb-codification-revenue-606-10-65-transition-and-open-effective-date-information-general
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application. An entity should disclose whether it has applied this guidance to all contracts or only 
to contracts that are not completed. 

 

An entity may elect to apply the practical expedient for contract modifications in ASC paragraph 
606-10-65-1(f)(4), in accordance with the requirements in ASC paragraph 606-10-65-1(g). 

Removed Have the disclosures required in ASC paragraphs 250-10-50-1 through 50-2 (with the exception of 
the disclosure in paragraph 250-10-50-1(b)(2)) been made in the period of adoption of ASU No. 
2018-18? (ASC 808-10-65-2) (See ASC Topic 250, Accounting Changes and Error Corrections) 

 

 

Variable Interest Entities 

Accounting Alternative for Entities Under Common Control 

Removed Note:   The presentation and disclosure requirements in items 1 through 3 below have been 
superseded by the amendments in ASU No. 2018-17,  Consolidation (Topic 810): Targeted 
Improvements to Related Party Guidance for Variable Interest Entities, which is effective for all 
entities other than private companies for fiscal years beginning after December 15, 2019, including 
interim periods within those fiscal years. For private companies, the requirements 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, including adoption in an interim period. 
Thereafter, the presentation and disclosure requirements in items 4 through 6 below should be 
followed. (ASC 810-10-65-9) 
 

ASU No. 2018-17 should be applied retrospectively with a cumulative-effect adjustment to 
retained earnings at the beginning of the earliest period presented. 

 

 If a reporting entity is required to consolidate a legal entity as a result of the initial application of 
ASU No. 2018-17, the initial measurement of the assets, liabilities, and noncontrolling interests of 
the legal entity depends on whether determining their carrying amounts is practicable. In this 
context, carrying amounts refer to the amounts at which the assets, liabilities, and noncontrolling 
interests would have been carried in the consolidated financial statements if the requirements of 
ASU No. 2018-17 had been effective when the reporting entity first met the conditions to 
consolidate the legal entity.  
 
(1) If determining the carrying amounts is practicable, the reporting entity should initially measure 
the assets, liabilities, and noncontrolling interests of the legal entity at their carrying amounts at the 
date ASU No. 2018-17 first applies.  
(2) If determining the carrying amounts is not practicable, the assets, liabilities, and noncontrolling 
interests of the legal entity should be measured at fair value at the date ASU No. 2018-17 first 
applies. 

 

 

http://www.accountingresearchmanager.com/#/combined/896ED5B04F7E788186257CE8002FF6BF/accounting/fasb/fasb-codification/revenue/606-revenue-from-contracts-with-customers/10-overall/fasb-codification-revenue-606-10-65-transition-and-open-effective-date-information-general
http://www.accountingresearchmanager.com/#/combined/896ED5B04F7E788186257CE8002FF6BF/accounting/fasb/fasb-codification/revenue/606-revenue-from-contracts-with-customers/10-overall/fasb-codification-revenue-606-10-65-transition-and-open-effective-date-information-general
http://www.accountingresearchmanager.com/#/combined/896ED5B04F7E788186257CE8002FF6BF/accounting/fasb/fasb-codification/revenue/606-revenue-from-contracts-with-customers/10-overall/fasb-codification-revenue-606-10-65-transition-and-open-effective-date-information-general
http://www.accountingresearchmanager.com/#/combined/C1031931B1B62F6C862575AA0046C6E5/accounting/fasb/fasb-codification/presentation/250-accounting-changes-and-error-corrections/10-overall/fasb-codification-presentation-250-10-50-disclosure-general
http://www.accountingresearchmanager.com/#/combined/C1031931B1B62F6C862575AA0046C6E5/accounting/fasb/fasb-codification/presentation/250-accounting-changes-and-error-corrections/10-overall/fasb-codification-presentation-250-10-50-disclosure-general
http://www.accountingresearchmanager.com/#/combined/EB9F263CD28AF78A8625833C006F3EF0/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2018/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standards-u
http://www.accountingresearchmanager.com/#/combined/EB9F263CD28AF78A8625833C006F3EF0/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2018/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standards-u
http://www.accountingresearchmanager.com/#/combined/C47DD8FF3A0CFC38862575A9006BDB4E/accounting/fasb/fasb-codification/broad-transactions/808-collaborative-arrangements/10-overall/fasb-codification-broad-transactions-808-10-65-transition-and-open-effective-date-information-general
http://www.accountingresearchmanager.com/#/combined/9C2545C25992033A862575AA00469C8E/accounting/fasb/fasb-codification/presentation/250-accounting-changes-and-error-corrections/10-overall/fasb-codification-presentation-250-10-05-overview-and-background-general
http://www.accountingresearchmanager.com/#/combined/82475E1B8A562C7F86258337005C449E/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2018/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standards-u
http://www.accountingresearchmanager.com/#/combined/82475E1B8A562C7F86258337005C449E/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2018/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standards-u
http://www.accountingresearchmanager.com/#/combined/3774DC844283AEE4862575A900724E6D/accounting/fasb/fasb-codification/broad-transactions/810-consolidation/10-overall/fasb-codification-broad-transactions-810-10-65-transition-and-open-effective-date-information-general
http://www.accountingresearchmanager.com/#/combined/82475E1B8A562C7F86258337005C449E/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2018/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standards-u
http://www.accountingresearchmanager.com/#/combined/82475E1B8A562C7F86258337005C449E/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2018/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standards-u
http://www.accountingresearchmanager.com/#/combined/82475E1B8A562C7F86258337005C449E/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2018/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standards-u
http://www.accountingresearchmanager.com/#/combined/82475E1B8A562C7F86258337005C449E/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2018/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standards-u
http://www.accountingresearchmanager.com/#/combined/82475E1B8A562C7F86258337005C449E/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2018/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standards-u


 

2022 CCH Incorporated and/or Its Affiliates. All Rights Reserved. KCO-001 Page 17 of 42 
Knowledge-Based Audits of PCAOB Entities 

Type of 
Change Description of Change Roll Forward and Update Content Considerations 

Any difference between the net amount added to the balance sheet of the reporting entity and the 
amount of any previously recognized interest in the newly consolidated legal entity should be 
recognized as a cumulative-effect adjustment to retained earnings at the beginning of the earliest 
period presented. 

 

Removed A reporting entity that is required to consolidate a legal entity as a result of the initial application of 
ASU No. 2018-17 may elect the fair value option provided by the Fair Value Option Subsections 
of Subtopic 825-10 on financial instruments, but only if the reporting entity elects the option for all 
financial assets and financial liabilities of that legal entity that are eligible for this option under 
those Fair Value Option Subsections. This election should be made on a legal entity-by-legal entity 
basis. Along with the disclosures required in those Fair Value Option Subsections, the reporting 
entity should disclose all of the following: 

 
(1) Management’s reasons for electing the fair value option for a particular legal entity or group of 
legal entities. 

 
(2) The reasons for different elections if the fair value option is elected for some legal entities and 
not others. 

 
(3) Quantitative information by line item in the balance sheet indicating the related effect on the 
cumulative-effect adjustment to retained earnings of electing the fair value option for a legal entity. 

 

 

Removed If a reporting entity is required to deconsolidate a legal entity as a result of the initial application 
of ASU No. 2018-17, the initial measurement of any retained interest in the deconsolidated 
former subsidiary depends on whether the determination of its carrying amount is practicable. In 
this context, carrying amount refers to the amount at which any retained interest would have been 
carried in the reporting entity’s financial statements if ASU No. 2018-17 had been effective when 
the reporting entity became involved with the legal entity or no longer met the conditions to 
consolidate the legal entity.  

 
(1) If determining the carrying amount is practicable, the reporting entity should initially 
measure any retained interest in the deconsolidated former subsidiary at its carrying 
amount at the date ASU No. 2018-17 first applies.  

 

 

Removed If determining the carrying amount is not practicable, any retained interest in the deconsolidated 
former subsidiary shall be measured at fair value at the date ASU No. 2018-17 first applies.1.         
Has a reporting entity that neither consolidates nor applies the requirements of the Variable Interest 
Entities Subsections to a legal entity under common control because it meets the criteria in ASC 
paragraph 810-10-15-17AD disclosed the following (ASC 810-10-50-2AG): 

 

http://www.accountingresearchmanager.com/#/combined/82475E1B8A562C7F86258337005C449E/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2018/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standards-u
http://www.accountingresearchmanager.com/#/combined/850D4D844B0F8A58862575AA00171239/accounting/fasb/fasb-codification/broad-transactions/825-financial-instruments/10-overall/fasb-codification-broad-transactions-825-10-05-overview-and-background-fair-value-option
http://www.accountingresearchmanager.com/#/combined/82475E1B8A562C7F86258337005C449E/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2018/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standards-u
http://www.accountingresearchmanager.com/#/combined/82475E1B8A562C7F86258337005C449E/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2018/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standards-u
http://www.accountingresearchmanager.com/#/combined/82475E1B8A562C7F86258337005C449E/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2018/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standards-u
http://www.accountingresearchmanager.com/#/combined/82475E1B8A562C7F86258337005C449E/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2018/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standards-u
http://www.accountingresearchmanager.com/#/combined/39A19EA52A08244E862575A9006E85CB/accounting/fasb/fasb-codification/broad-transactions/810-consolidation/10-overall/fasb-codification-broad-transactions-810-10-15-scope-and-scope-exceptions-variable-interest-entities
http://www.accountingresearchmanager.com/#/combined/2CEB74AC956B980C8625764000171724/accounting/fasb/fasb-codification/broad-transactions/810-consolidation/10-overall/fasb-codification-broad-transactions-810-10-50-disclosure-variable-interest-entities
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Removed The determinations of whether a legal entity is a variable interest entity (VIE) and which reporting 
entity, if any, should consolidate the legal entity (i.e., whether the reporting entity is the primary 
beneficiary of the VIE) should be made as of the date the reporting entity became involved with the 
legal entity or, if events have occurred requiring reconsideration of whether the legal entity is a 
VIE and which reporting entity, if any, should consolidate the legal entity, as of the most recent 
date at which ASU No. 2018-17 would have required consideration. 

 
If, at transition, it is not practicable for a reporting entity to obtain the information necessary to 
make the determinations in item (e) above as of the date the reporting entity became involved with 
a legal entity or at the most recent reconsideration date, the reporting entity should make the 
determinations as of the date on which ASU No. 2018-17 is first applied. 

 

If the determinations of whether a legal entity is a VIE and whether a reporting entity is the 
primary beneficiary of a VIE are made in accordance with item (f) above, then the consolidating 
entity should measure the assets, liabilities, and noncontrolling interests of the legal entity at fair 
value as of the date on which ASU No. 2018-17 is first applied. However, if the VIE’s activities 
are primarily related to securitizations or other forms of asset-backed financings and the VIE’s 
assets can be used only to settle the VIE’s obligations, then the VIE’s assets and liabilities may be 
measured at their unpaid principal balances (as an alternative to a fair value measurement) at the 
date ASU No. 2018-17 is first applied. This measurement alternative does not obviate the need for 
the primary beneficiary to recognize any accrued interest, an allowance for credit losses, or other-
than-temporary impairment, as appropriate. Other assets, liabilities, or noncontrolling interests, if 
any, that do not have an unpaid principal balance, and any items that are required to be carried at 
fair value under other applicable ASC Topics, should be measured at fair value. 

 

Removed Note:   The disclosure and presentation requirements in items 1 through 3 below are effective for 
private companies on a retrospective basis upon the adoption of the accounting alternative in the 
Variable Interest Entities Subsections. Upon the adoption of the accounting alternative, the 
guidance in the Variable Interest Entities Subsections should be applied retrospectively as of the 
beginning of the first fiscal year in which the accounting alternative is elected and to all periods 
presented. A private company that makes an accounting policy election to apply the accounting 
alternative guidance in the Variable Interest Entities Subsections for the first time need not justify 
that the use of the accounting alternative is preferable as described in ASC paragraph 250-10-45-2. 
(ASC 810-10-65-4) 

 

Removed Has a private company lessee that does not apply the requirements of the Variable Interest Entities 
subsections to one or more lessor legal entities because it meets the criteria in ASC paragraph 810-
10-15-17A disclosed the following (ASC 810-10-50-2AD): 

 

Removed a. The amount and key terms of liabilities (e.g., debt, environmental liabilities, and asset retirement 
obligations) recognized by the lessor legal entity that expose the private company lessee to 
providing financial support to the legal entity? (Note: For example, a private company lessee 

 

http://www.accountingresearchmanager.com/#/combined/82475E1B8A562C7F86258337005C449E/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2018/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standards-u
http://www.accountingresearchmanager.com/#/combined/82475E1B8A562C7F86258337005C449E/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2018/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standards-u
http://www.accountingresearchmanager.com/#/combined/82475E1B8A562C7F86258337005C449E/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2018/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standards-u
http://www.accountingresearchmanager.com/#/combined/82475E1B8A562C7F86258337005C449E/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2018/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standards-u
http://www.accountingresearchmanager.com/#/combined/A4F2328A26AF2C19862575AA0046AFBA/accounting/fasb/fasb-codification/presentation/250-accounting-changes-and-error-corrections/10-overall/fasb-codification-presentation-250-10-45-other-presentation-matters-general
http://www.accountingresearchmanager.com/#/combined/3774DC844283AEE4862575A900724E6D/accounting/fasb/fasb-codification/broad-transactions/810-consolidation/10-overall/fasb-codification-broad-transactions-810-10-65-transition-and-open-effective-date-information-general
http://www.accountingresearchmanager.com/#/combined/39A19EA52A08244E862575A9006E85CB/accounting/fasb/fasb-codification/broad-transactions/810-consolidation/10-overall/fasb-codification-broad-transactions-810-10-15-scope-and-scope-exceptions-variable-interest-entities
http://www.accountingresearchmanager.com/#/combined/39A19EA52A08244E862575A9006E85CB/accounting/fasb/fasb-codification/broad-transactions/810-consolidation/10-overall/fasb-codification-broad-transactions-810-10-15-scope-and-scope-exceptions-variable-interest-entities
http://www.accountingresearchmanager.com/#/combined/2CEB74AC956B980C8625764000171724/accounting/fasb/fasb-codification/broad-transactions/810-consolidation/10-overall/fasb-codification-broad-transactions-810-10-50-disclosure-variable-interest-entities
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exposed to debt of the legal entity should disclose information such as the amount of debt, interest 
rate, maturity, pledged collateral, and guarantees associated with the debt.) 

Removed b. A qualitative description of circumstances (e.g., certain commitments and contingencies) not 
recognized in the financial statements of the lessor legal entity that expose the private company 
lessee to providing financial support to the legal entity? 

 

Removed 3. Have the following transition presentation and disclosures been made if a reporting entity 
deconsolidates a variable interest entity as a result of the application of the accounting alternative 
for VIEs (ASC 810-10-65-4): 

 

Removed a. Has the difference, if any, between the net amount removed from the reporting entity’s balance 
sheet and the amount of any retained interest in the deconsolidated VIE been reported as a 
cumulative-effect adjustment to retained earnings? 

 

Removed b. Has the amount of any cumulative-effect adjustment related to deconsolidation been disclosed 
separately? 

 

Removed Removed Section, “Disclosure and Presentation Requirements for Private Companies that Elect to 
Apply the Accounting Alternative for VIEs for All Common Control Arrangements (After the 
Effective Date of ASU No. 2018-17) 

 

Derivatives and Hedging (ASC 815) 

Overall 

Removed Note:   The presentation and disclosure requirements in items 1 through 3 below are prescribed by 
ASU No. 2017-12, Derivatives and Hedging (Topic 815): Targeted Improvements to Accounting 
for Hedging Activities, which is effective for public business entities for fiscal years beginning 
after December 15, 2018, and interim periods within those fiscal years. For all other entities, the 
requirements 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, including 
adoption in an interim period. (ASC 815-20-65-3) 

 

Removed If an entity early adopts ASU No. 2017-12 in an interim period, any adjustments should be 
reflected as of the beginning of the fiscal year that includes that interim period (i.e., the initial 
application date). 

 

Removed For cash flow hedges and net investment hedges existing (i.e., the hedging instrument has not 
expired, been sold, terminated, or exercised or the entity has not removed the designation of the 
hedging relationship) as of the date of adoption, an entity should apply ASU No. 2017-12 related to 
the elimination of the separate measurement of ineffectiveness by means of a cumulative-effect 
adjustment to accumulated other comprehensive income with a corresponding adjustment to the 
opening balance of retained earnings as of the initial application date. 

 

Removed Note:   An entity may elect any of the following items upon adoption of ASU No. 2017-12: 
 

 

http://www.accountingresearchmanager.com/#/combined/3774DC844283AEE4862575A900724E6D/accounting/fasb/fasb-codification/broad-transactions/810-consolidation/10-overall/fasb-codification-broad-transactions-810-10-65-transition-and-open-effective-date-information-general
http://www.accountingresearchmanager.com/#/combined/394FF744D8FA7A8E8625818A0054FD29/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2017/targeted-improvements-to-accounting-for-hedging-activities
http://www.accountingresearchmanager.com/#/combined/394FF744D8FA7A8E8625818A0054FD29/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2017/targeted-improvements-to-accounting-for-hedging-activities
http://www.accountingresearchmanager.com/#/combined/9DAE54F8BBC3D85186257BAB005FE8A9/accounting/fasb/fasb-codification/broad-transactions/815-derivatives-and-hedging/20-hedginggeneral/fasb-codification-broad-transactions-815-20-65-transition-and-open-effective-date-information-general
http://www.accountingresearchmanager.com/#/combined/394FF744D8FA7A8E8625818A0054FD29/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2017/targeted-improvements-to-accounting-for-hedging-activities
http://www.accountingresearchmanager.com/#/combined/394FF744D8FA7A8E8625818A0054FD29/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2017/targeted-improvements-to-accounting-for-hedging-activities
http://www.accountingresearchmanager.com/#/combined/394FF744D8FA7A8E8625818A0054FD29/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2017/targeted-improvements-to-accounting-for-hedging-activities
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For a fair value hedge of interest rate risk existing as of the date of adoption, an entity may modify 
the measurement methodology for a hedged item in accordance with either ASC paragraph 815-20-
25-6B or ASC paragraph 815-25-35-13 without dedesignation of the hedging relationship. The 
cumulative basis adjustment carried forward should be adjusted to an amount that reflects what the 
cumulative basis adjustment would have been at the initial application date had the modified 
measurement methodology been used in all past periods in which the hedging relationship was 
outstanding. When making this election, the benchmark rate component of the contractual coupon 
cash flows should be determined as of the hedging relationship’s original inception date. The 
cumulative effect of applying this election should be recognized as an adjustment to the basis 
adjustment of the hedged item recognized on the balance sheet with a corresponding adjustment to 
the opening balance of retained earnings as of the initial application date. 
 
For the fair value hedges of interest rate risk for which an entity modifies the measurement 
methodology for the hedged item based on the benchmark rate component of the contractual 
coupon cash flows in accordance with item 1 above, an entity may elect to rebalance the hedging 
relationship through any of the following approaches, including any combination of those 
approaches: 

 
i)         Increasing the designated notional amount of the hedging instrument. 
ii)        Decreasing the designated notional amount of the hedging instrument. 
iii)       Increasing the designated proportion of the hedged item. 
iv)       Decreasing the designated proportion of the hedged item. 
 

An entity may not add a new hedging instrument or hedged item to 
an existing hedging relationship. If an entity applies the guidance in 
items (iii) or (iv) above, the cumulative effect of changing the designated proportion of the hedged 
item should be recognized as an adjustment to the basis adjustment of the hedged item recognized 
on the balance sheet with a corresponding adjustment to the opening balance of retained earnings 
as of the initial application date. 

Removed For fair value hedges existing as of the date of adoption in which foreign exchange risk is the 
hedged risk or one of the hedged risks and a currency swap is the hedging instrument, an entity 
may, without dedesignation, modify its hedge documentation to exclude the cross-currency basis 
spread component of the currency swap from the assessment of hedge effectiveness and recognize 
the excluded component through an amortization approach. The cumulative effect of applying this 
election should be recognized as an adjustment to accumulated other comprehensive income with a 
corresponding adjustment to the opening balance of retained earnings as of the initial application 
date. 

 

Removed For hedges existing as of the date of adoption that exclude a portion of the hedging instrument 
from the assessment of effectiveness, an entity may modify the recognition model for the excluded 
component from a mark-to-market approach to an amortization approach without dedesignation of 
the hedging relationship. The cumulative effect of applying this election should be recognized as 

 

http://www.accountingresearchmanager.com/#/combined/F8D2DBC018B311E3862575AA000BE455/accounting/fasb/fasb-codification/broad-transactions/815-derivatives-and-hedging/20-hedginggeneral/fasb-codification-broad-transactions-815-20-25-recognition-general
http://www.accountingresearchmanager.com/#/combined/F8D2DBC018B311E3862575AA000BE455/accounting/fasb/fasb-codification/broad-transactions/815-derivatives-and-hedging/20-hedginggeneral/fasb-codification-broad-transactions-815-20-25-recognition-general
http://www.accountingresearchmanager.com/#/combined/8CD9C829E1E13D438625763F0060AF7C/accounting/fasb/fasb-codification/broad-transactions/815-derivatives-and-hedging/25-fair-value-hedges/fasb-codification-broad-transactions-815-25-35-subsequent-measurement
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an adjustment to accumulated other comprehensive income with a corresponding adjustment to the 
opening balance of retained earnings as of the initial application date. 

Removed An entity may modify documentation without dedesignating an existing hedging relationship to 
specify the following: 

 
i.          For hedging relationships that currently use a quantitative method to assess effectiveness, 
that subsequent prospective and retrospective effectiveness assessments should be performed 
qualitatively in accordance with ASC paragraph 815-20-25-3(b)(2)(iv)(03) 

 
ii.         For hedging relationships that currently use the shortcut method to assess effectiveness, the 
quantitative method that would be used to perform assessments of effectiveness in accordance with 
ASC paragraph 815-20-25-117A if the entity determines at a later date that use of the shortcut 
method was not or no longer is appropriate. 
iii.       For cash flow hedging relationships in which an entity currently 
uses a quantitative method to assess effectiveness, that the 
critical terms of the hedging instrument and the hedged item 
match if the criteria in ASC paragraphs 815-20-25-84 through 25-85 or ASC paragraphs 815-20-
25-129 through 25-129A are met and that subsequent prospective and retrospective effectiveness 
assessments should be performed in accordance with ASC paragraphs 815-20-35-9 through 35-12 
or in accordance with ASC paragraphs 815-20-25-126 through 25-129A and ASC paragraphs 815-
30-35-33 through 35-34. 

 

Removed An entity may reclassify a debt security from held-to-maturity to available-for-sale if the debt 
security is eligible to be hedged under the last-of-layer method in accordance with ASC paragraph 
815-20-25-12A. Any unrealized gain or loss at the date of the transfer should be recorded in 
accumulated other comprehensive income in accordance with ASC paragraph 320-10-35-10(c). 
That reclassification, in and of itself, would not result in any of the following: 
 
i.         Call into question the entity’s assertion at the most recent reporting date that it had the intent 
and ability to hold to maturity those debt securities that continue to be classified as held-to 
maturity. 

 
ii.        Require the entity to designate the reclassified security in a hedging relationship under the 
last-of-layer method. 

 
iii.      Restrict the entity from selling the reclassified security. 

 

Removed  
Note:   For private companies that are not financial institutions as described in ASC paragraph 942-
320-50-1 and not-for-profit entities (except for not-for-profit entities that have issued, or are a 
conduit bond obligor for, securities that are traded, listed, or quoted on an exchange or an over-the-
counter market), the elections in items 1 through 7 above should be determined before the next 
interim (if applicable) or annual financial statements are available to be issued. 

 

http://www.accountingresearchmanager.com/#/combined/F8D2DBC018B311E3862575AA000BE455/accounting/fasb/fasb-codification/broad-transactions/815-derivatives-and-hedging/20-hedginggeneral/fasb-codification-broad-transactions-815-20-25-recognition-general
http://www.accountingresearchmanager.com/#/combined/F8D2DBC018B311E3862575AA000BE455/accounting/fasb/fasb-codification/broad-transactions/815-derivatives-and-hedging/20-hedginggeneral/fasb-codification-broad-transactions-815-20-25-recognition-general
http://www.accountingresearchmanager.com/#/combined/F8D2DBC018B311E3862575AA000BE455/accounting/fasb/fasb-codification/broad-transactions/815-derivatives-and-hedging/20-hedginggeneral/fasb-codification-broad-transactions-815-20-25-recognition-general
http://www.accountingresearchmanager.com/#/combined/F8D2DBC018B311E3862575AA000BE455/accounting/fasb/fasb-codification/broad-transactions/815-derivatives-and-hedging/20-hedginggeneral/fasb-codification-broad-transactions-815-20-25-recognition-general
http://www.accountingresearchmanager.com/#/combined/F8D2DBC018B311E3862575AA000BE455/accounting/fasb/fasb-codification/broad-transactions/815-derivatives-and-hedging/20-hedginggeneral/fasb-codification-broad-transactions-815-20-25-recognition-general
http://www.accountingresearchmanager.com/#/combined/93B47105D541BE4A8625763F00608022/accounting/fasb/fasb-codification/broad-transactions/815-derivatives-and-hedging/20-hedginggeneral/fasb-codification-broad-transactions-815-20-35-subsequent-measurement-general
http://www.accountingresearchmanager.com/#/combined/F8D2DBC018B311E3862575AA000BE455/accounting/fasb/fasb-codification/broad-transactions/815-derivatives-and-hedging/20-hedginggeneral/fasb-codification-broad-transactions-815-20-25-recognition-general
http://www.accountingresearchmanager.com/#/combined/2C61FE4FD4A7E2B0862575AA0011C806/accounting/fasb/fasb-codification/broad-transactions/815-derivatives-and-hedging/30-cash-flow-hedges/fasb-codification-broad-transactions-815-30-35-subsequent-measurement-general
http://www.accountingresearchmanager.com/#/combined/2C61FE4FD4A7E2B0862575AA0011C806/accounting/fasb/fasb-codification/broad-transactions/815-derivatives-and-hedging/30-cash-flow-hedges/fasb-codification-broad-transactions-815-30-35-subsequent-measurement-general
http://www.accountingresearchmanager.com/#/combined/F8D2DBC018B311E3862575AA000BE455/accounting/fasb/fasb-codification/broad-transactions/815-derivatives-and-hedging/20-hedginggeneral/fasb-codification-broad-transactions-815-20-25-recognition-general
http://www.accountingresearchmanager.com/#/combined/F8D2DBC018B311E3862575AA000BE455/accounting/fasb/fasb-codification/broad-transactions/815-derivatives-and-hedging/20-hedginggeneral/fasb-codification-broad-transactions-815-20-25-recognition-general
http://www.accountingresearchmanager.com/#/combined/B6148C5BF16EF79F862575AA004FA82E/accounting/fasb/fasb-codification/assets/320-investmentsdebt-and-equity-securities/10-overall/fasb-codification-assets-320-10-35-subsequent-measurement-general
http://www.accountingresearchmanager.com/#/combined/B8AB0742872EDF71862575AA006452BD/accounting/fasb/fasb-codification/industry/942-financial-servicesdepository-and-lending/320-investmentsdebt-and-equity-securities/fasb-codification-industry-942-320-50-disclosure-general
http://www.accountingresearchmanager.com/#/combined/B8AB0742872EDF71862575AA006452BD/accounting/fasb/fasb-codification/industry/942-financial-servicesdepository-and-lending/320-investmentsdebt-and-equity-securities/fasb-codification-industry-942-320-50-disclosure-general
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Removed  
For all other entities, the elections in items 1 through 7 above should be determined before the first 
quarterly effectiveness assessment date after the date of adoption. 

 

Removed  
Note:  For fair value hedges existing as of the date of adoption in which the hedged item is a tax-
exempt financial instrument, the hedged risk may be modified to interest rate risk related to the 
Securities Industry and Financial Markets Association (SIFMA) Municipal Swap Rate. The 
modification should be considered a dedesignation and immediate redesignation of the hedging 
relationship. In this situation, the cumulative basis adjustment of the hedged item from the 
dedesignated hedging relationship should be amortized to earnings on a level-yield basis over a 
period of time based on the applicable requirements in other ASC Topics. 

 

Removed Note:  An entity is not required to apply the guidance in ASC paragraph 815-20-25-81 when 
comparing hedging relationships executed before and after the date of adoption ASU No. 
2017-12 for any of the following: 

 
1)         Hedging relationships executed before the date of adoption assessed under the 
shortcut method for which hedge documentation was not amended as permitted by item 
5(ii) above, and hedging relationships executed after the date of adoption assessed under 
the shortcut method in accordance with ASC paragraphs 815-20-25-117A through 25-
117D 
 
2)         Hedging relationships executed before the date of adoption for which the hedged 
risk was not amended to a contractually specified component or a contractually specified 
interest rate as permitted by item 6 above, and hedging relationships executed after the 
date of adoption for which the hedged risk is the variability in cash flows attributable to 
changes in a contractually specified component or a contractually specified interest rate 
 

3)         Hedging relationships executed before the date of adoption for which the recognition of 
excluded components was not amended to an amortization approach as permitted by item 4 above, 
and hedging relationships executed after the date of adoption for which an amortization approach is 
elected in accordance with ASC paragraph 815-20-25-83A. 

 

Removed Note:   On a prospective basis only for existing hedging relationships on the date of adoption (in 
all interim periods and fiscal years ending after the date of adoption), an entity should: 

 

• Present the entire change in the fair value of the hedging instrument in the same 
income statement line item as the earnings effect of the hedged item when the 
hedged item affects earnings (with the exception of amounts excluded from the 
assessment of hedge effectiveness in a net investment hedge) in accordance with 
ASC paragraphs 815-20-45-1A and 815-20-45-1C. 

 

 

http://www.accountingresearchmanager.com/#/combined/F8D2DBC018B311E3862575AA000BE455/accounting/fasb/fasb-codification/broad-transactions/815-derivatives-and-hedging/20-hedginggeneral/fasb-codification-broad-transactions-815-20-25-recognition-general
http://www.accountingresearchmanager.com/#/combined/394FF744D8FA7A8E8625818A0054FD29/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2017/targeted-improvements-to-accounting-for-hedging-activities
http://www.accountingresearchmanager.com/#/combined/394FF744D8FA7A8E8625818A0054FD29/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2017/targeted-improvements-to-accounting-for-hedging-activities
http://www.accountingresearchmanager.com/#/combined/F8D2DBC018B311E3862575AA000BE455/accounting/fasb/fasb-codification/broad-transactions/815-derivatives-and-hedging/20-hedginggeneral/fasb-codification-broad-transactions-815-20-25-recognition-general
http://www.accountingresearchmanager.com/#/combined/F8D2DBC018B311E3862575AA000BE455/accounting/fasb/fasb-codification/broad-transactions/815-derivatives-and-hedging/20-hedginggeneral/fasb-codification-broad-transactions-815-20-25-recognition-general
http://www.accountingresearchmanager.com/#/combined/F8D2DBC018B311E3862575AA000BE455/accounting/fasb/fasb-codification/broad-transactions/815-derivatives-and-hedging/20-hedginggeneral/fasb-codification-broad-transactions-815-20-25-recognition-general
http://www.accountingresearchmanager.com/#/combined/16836121245E4A2E8625763F006085B8/accounting/fasb/fasb-codification/broad-transactions/815-derivatives-and-hedging/20-hedginggeneral/fasb-codification-broad-transactions-815-20-45-other-presentation-matters-general
http://www.accountingresearchmanager.com/#/combined/16836121245E4A2E8625763F006085B8/accounting/fasb/fasb-codification/broad-transactions/815-derivatives-and-hedging/20-hedginggeneral/fasb-codification-broad-transactions-815-20-45-other-presentation-matters-general
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Disclose the items in ASC Subtopic 815-10 as amended by ASU No. 2017-12 (these items are 
addressed in this section below). 

New Note:  The presentation and disclosure requirements in item 5h below  have been superseded by 
ASU No. 2022-01, Derivatives and Hedging (Topic 815): Fair Value Hedging—Portfolio Layer 
Method, which is effective for public business entities for fiscal years beginning after December 
15, 2022, and interim periods within those fiscal years. For all other entities, the requirements are 
effective for fiscal years beginning after December 15, 2023, and interim periods within those 
fiscal years. Thereafter, the presentation and disclosure requirements in items 5i through 5l below 
should be followed. (ASC 815-20-65-6) 
 
Early adoption is permitted on any date on or after the issuance of ASU No. 2022-01 (i.e., March 
28, 2022) for any entity that has adopted ASU No. 2017-12, Derivatives and Hedging (Topic 815): 
Targeted Improvements to Accounting for Hedging Activities, for the corresponding period. If an 
entity early adopts ASU No. 2022-01 in an interim period, the cumulative-effect adjustment for 
adopting the amendments related to basis adjustments described below should be reflected as of the 
beginning of the fiscal year that includes the interim period (i.e., the initial application date). 

 
An entity should apply ASU No. 2022-01 to designate more than one portfolio layer method 
hedging relationship for a single closed portfolio on a prospective basis as of the date of adoption 
of ASU No. 2022-01. 

 

New Note:    An entity should apply ASU No. 2022-01 on basis adjustments, except for the pending 
content in Subtopic 815-10 (related to disclosures), on a modified retrospective basis by means of a 
cumulative-effect adjustment to the opening balance of retained earnings and the balance sheet line 
items (as appropriate) as of the date of initial application for portfolio layer method hedges existing 
as of the date of adoption of ASU No. 2022-01. 
 
An entity may elect to adopt the disclosure guidance in ASU No. 2022-01 for Subtopic 815-10 on a 
prospective basis from the date of initial application of ASU No. 2022-01 or on a retrospective 
basis to each prior period presented after the date of adoption of ASU No. 2017-12. 

 
An entity may reclassify one or more debt securities from held to maturity 

to available for sale if the debt securities are: 
 
1. Hedged under the portfolio layer method in accordance with ASC paragraph 815-20-
25-12A. 
2. Classified as held to maturity immediately before the date of adoption 
of ASU No. 2022-01. 
 
An entity reclassifying one or more debt securities should: 
 
1. Determine which debt securities to reclassify no later than 30 days 

 

http://www.accountingresearchmanager.com/#/combined/427D580998AACEEE862575A90073DFCB/accounting/fasb/fasb-codification/broad-transactions/815-derivatives-and-hedging/10-overall/fasb-codification-broad-transactions-815-10-05-overview-and-background-general
http://www.accountingresearchmanager.com/#/combined/394FF744D8FA7A8E8625818A0054FD29/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2017/targeted-improvements-to-accounting-for-hedging-activities
https://www.accountingresearchmanager.com/#/combined/79E4161D7757BF598625881300714BF2/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2022/fair-value-hedging-portfolio-layer-method
https://www.accountingresearchmanager.com/#/combined/79E4161D7757BF598625881300714BF2/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2022/fair-value-hedging-portfolio-layer-method
https://www.accountingresearchmanager.com/#/combined/9DAE54F8BBC3D85186257BAB005FE8A9/accounting/fasb/fasb-codification/broad-transactions/815-derivatives-and-hedging/20-hedginggeneral/fasb-codification-broad-transactions-815-20-65-transition-and-open-effective-date-information-general
https://www.accountingresearchmanager.com/#/combined/394FF744D8FA7A8E8625818A0054FD29/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2017/targeted-improvements-to-accounting-for-hedging-activities
https://www.accountingresearchmanager.com/#/combined/394FF744D8FA7A8E8625818A0054FD29/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2017/targeted-improvements-to-accounting-for-hedging-activities
https://www.accountingresearchmanager.com/#/combined/427D580998AACEEE862575A90073DFCB/accounting/fasb/fasb-codification/broad-transactions/815-derivatives-and-hedging/10-overall/fasb-codification-broad-transactions-815-10-05-overview-and-background-general
https://www.accountingresearchmanager.com/#/combined/F8D2DBC018B311E3862575AA000BE455/accounting/fasb/fasb-codification/broad-transactions/815-derivatives-and-hedging/20-hedginggeneral/fasb-codification-broad-transactions-815-20-25-recognition-general
https://www.accountingresearchmanager.com/#/combined/F8D2DBC018B311E3862575AA000BE455/accounting/fasb/fasb-codification/broad-transactions/815-derivatives-and-hedging/20-hedginggeneral/fasb-codification-broad-transactions-815-20-25-recognition-general
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after the date of adoption of ASU No. 2022-01. For an entity that has not yet adopted the 
amendments in ASU No. 2016-13, any unrealized gain or loss on the reclassified debt 
security at the date of reclassification should be recorded in accumulated other 
comprehensive income. For an entity that has 
adopted ASU No. 2016-13, for each reclassified debt security it should: 
 
i. Reverse in retained earnings any allowance for credit losses previously recorded on the 
held-to-maturity debt security at the date of reclassification. 
ii. Reclassify the debt security to the available-for-sale category at its amortized cost 
basis (which is reduced by any previous writeoffs but excludes any allowance for credit 
losses). 
iii. Determine whether an allowance for credit losses is necessary by following the 
guidance in ASC Subtopic 326-30. If so, that allowance should be recorded in retained 
earnings at the date of reclassification. 

iv. Report in accumulated other comprehensive income any unrealized gain or loss on the debt 
security at the date of reclassification, excluding the amount recorded in the allowance for 
credit losses in accordance with (iii). 

New 2. Include those reclassified debt securities in one or more closed portfolios that are designated in a 
portfolio layer method hedge no later than 30 days after the date of adoption of ASU No. 2022-01. 
Neither a minimum amount of the closed portfolio nor a minimum hedge period must be 
designated to meet this requirement.  
 
3. An entity should provide the disclosures in accordance with ASC paragraph 
320-10-50-10 for reclassified debt securities in the period of reclassification. 

 
4. That reclassification, in and of itself, would not call into question the entity’s assertion at the 
most recent reporting date that it had the intent and ability to hold to maturity those debt securities 
that continue to be classified as held to maturity. 

 

New Has the following been disclosed separately for each line item in the balance sheet that includes 
hedged assets and liabilities for fair value hedges that involve hedging relationships designated 
under the portfolio layer method in accordance with ASC paragraph 815-20-25-12A:  

 

New  
(1)       The amortized cost basis of the closed portfolio(s) of financial assets or the beneficial 

interest(s)? 

 

New  
(2)       The amount that represents the hedged item(s) (i.e., the hedged layer or layers)? 

 

New  
(3)       The basis adjustment associated with the hedged item(s) (i.e., the hedged layer or layers)? 

 
Note:  For existing hedging relationships designated under the portfolio layer method, an entity 
should not disclose the basis adjustment on a more disaggregated basis than the portfolio layer 

 

https://www.accountingresearchmanager.com/#/combined/F33816DFB43757D386257FD400591CB3/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2016/measurement-of-credit-losses-on-financial-instruments
https://www.accountingresearchmanager.com/#/combined/4322686A05F3A29C86257FD4005AB0F1/accounting/fasb/fasb-codification/assets/326-financial-instrumentscredit-losses/30-available-for-sale-debt-securities/fasb-codification-assets-326-30-05-general
https://www.accountingresearchmanager.com/#/combined/8AB8197A7C30635C862575AA004FC73E/accounting/fasb/fasb-codification/assets/320-investmentsdebt-and-equity-securities/10-overall/fasb-codification-assets-320-10-50-disclosure-general
http://www.accountingresearchmanager.com/#/combined/F8D2DBC018B311E3862575AA000BE455/accounting/fasb/fasb-codification/broad-transactions/815-derivatives-and-hedging/20-hedginggeneral/fasb-codification-broad-transactions-815-20-25-recognition-general
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method closed portfolio to meet the objectives of disclosure requirements in other ASC Topics 
unless that disaggregation is required in accordance with ASC paragraph 815-20-45-4. After an 
entity allocates a basis adjustment in accordance with ASC paragraph 815-20-45-4 (if applicable), 
if other ASC Topics require the disclosure of the amortized cost basis of assets included in the 
closed portfolio on a basis that requires disaggregating the assets included in the closed portfolio, 
the entity should exclude the portfolio layer method basis adjustment from the amortized cost basis 
of those assets. In that case, the entity should disclose the total amount of the portfolio layer 
method basis adjustment excluded from the amortized cost basis of the assets included in the 
closed portfolio. (ASC 815-10-50-5B) 

New j. For hedging relationships designated under the portfolio layer method, if the outstanding amount 
of the closed portfolio is less than the hedged layer or layers in accordance with ASC paragraph 
815-25-40-8(b) (i.e., a breach occurred), has an entity disclosed: (ASC 815-10-50-5C) 

 

New (1) The amount of the hedge basis adjustment recognized in current-period interest income because 
of the breach? 

 

New (2) The circumstances that led to the breach?  

New k.  If a breach of a portfolio layer method hedge has occurred in accordance with ASC paragraph 
815-25-40-8(b), has the entity presented in interest income the basis adjustment associated with the 
hedged layer (or portion thereof) that is no longer outstanding? (ASC 815-20-45-1CC) 

 

New l.  For an existing portfolio layer method hedge, if the assets included in the same closed portfolio 
are presented in different line items in the balance sheet, has the entity allocated the portfolio layer 
method basis adjustment to the assets’ associated line items in the balance sheet using a systematic 
and rational method? (ASC 815-20-45-4) 

 

New Note:  The presentation and disclosure requirements in item 17 below are prescribed by ASU No. 
2022-01, Derivatives and Hedging (Topic 815): Fair Value Hedging—Portfolio Layer Method, 
which is effective for public business entities for fiscal years beginning after December 15, 2022, 
and interim periods within those fiscal years. For all other entities, the requirements are effective 
for fiscal years beginning after December 15, 2023, and interim periods within those fiscal years. 
(ASC 815-20-65-6) 

 

New 17.      Have the following transitional disclosures related to the adoption of ASU No. 2022-01 
been made in each interim and annual period in the fiscal period of adoption (ASC 815-20-65-6): 

 

New a.  The nature of and reason for the change in accounting principle related to accounting for hedge 
basis adjustments? 

 

New b.   The effect of adoption on any line item in the balance sheet, if material, as of the beginning of 
the first period for which ASU No. 2022-01 is applied?  
Note: Presentation of the effect on financial statement subtotals is not required. 

 

New c.    The cumulative effect of the change on retained earnings or other components of equity in the 
balance sheet as of the beginning of the first period for which ASU No. 2022-01 is applied? 

 

 

Fair Value Hedges 

https://www.accountingresearchmanager.com/#/combined/16836121245E4A2E8625763F006085B8/accounting/fasb/fasb-codification/broad-transactions/815-derivatives-and-hedging/20-hedginggeneral/fasb-codification-broad-transactions-815-20-45-other-presentation-matters-general
http://www.accountingresearchmanager.com/#/combined/3A362E0A16F4F2BA862575A90075BFEF/accounting/fasb/fasb-codification/broad-transactions/815-derivatives-and-hedging/10-overall/fasb-codification-broad-transactions-815-10-50-disclosure-general
https://www.accountingresearchmanager.com/#/combined/0A656D8A236B1922862575AA0010C024/accounting/fasb/fasb-codification/broad-transactions/815-derivatives-and-hedging/25-fair-value-hedges/fasb-codification-broad-transactions-815-25-40-derecognition-general
https://www.accountingresearchmanager.com/#/combined/3A362E0A16F4F2BA862575A90075BFEF/accounting/fasb/fasb-codification/broad-transactions/815-derivatives-and-hedging/10-overall/fasb-codification-broad-transactions-815-10-50-disclosure-general
https://www.accountingresearchmanager.com/#/combined/0A656D8A236B1922862575AA0010C024/accounting/fasb/fasb-codification/broad-transactions/815-derivatives-and-hedging/25-fair-value-hedges/fasb-codification-broad-transactions-815-25-40-derecognition-general
https://www.accountingresearchmanager.com/#/combined/16836121245E4A2E8625763F006085B8/accounting/fasb/fasb-codification/broad-transactions/815-derivatives-and-hedging/20-hedginggeneral/fasb-codification-broad-transactions-815-20-45-other-presentation-matters-general
https://www.accountingresearchmanager.com/#/combined/16836121245E4A2E8625763F006085B8/accounting/fasb/fasb-codification/broad-transactions/815-derivatives-and-hedging/20-hedginggeneral/fasb-codification-broad-transactions-815-20-45-other-presentation-matters-general
https://www.accountingresearchmanager.com/#/combined/79E4161D7757BF598625881300714BF2/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2022/fair-value-hedging-portfolio-layer-method
https://www.accountingresearchmanager.com/#/combined/79E4161D7757BF598625881300714BF2/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2022/fair-value-hedging-portfolio-layer-method
https://www.accountingresearchmanager.com/#/combined/9DAE54F8BBC3D85186257BAB005FE8A9/accounting/fasb/fasb-codification/broad-transactions/815-derivatives-and-hedging/20-hedginggeneral/fasb-codification-broad-transactions-815-20-65-transition-and-open-effective-date-information-general
https://www.accountingresearchmanager.com/#/combined/79E4161D7757BF598625881300714BF2/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2022/fair-value-hedging-portfolio-layer-method
https://www.accountingresearchmanager.com/#/combined/9DAE54F8BBC3D85186257BAB005FE8A9/accounting/fasb/fasb-codification/broad-transactions/815-derivatives-and-hedging/20-hedginggeneral/fasb-codification-broad-transactions-815-20-65-transition-and-open-effective-date-information-general
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Removed Removed Entire Section  

 

Cash Flow Hedges 

Removed Note:   The presentation and disclosure requirements in items1 through 5 below have been 
superseded by the amendments in ASU No. 2017-12, Derivatives and Hedging (Topic 815): 
Targeted Improvements to Accounting for Hedging Activities, which is effective for public business 
entities for fiscal years beginning after December 15, 2018, and interim periods within those fiscal 
years. For all other entities, the requirements are effective for fiscal years beginning after 
December 15, 2020, and interim periods within fiscal years beginning after December 15, 2021. 
Thereafter, the presentation and disclosure requirements in items 6 through 9 below should be 
followed. Early adoption is permitted, including adoption in an interim period. (ASC 815-20-65-3) 

 

Removed 1. Has the net gain or loss on derivative instruments designated and qualifying as cash flow 
hedging instruments that are reported in comprehensive income been displayed as a separate 
classification within other comprehensive income? (ASC 815-30-45-1) 

 

Removed 2. Has the total amount reported in other comprehensive income (as determined in accordance 
with paragraph 815-30-35-3(b)) for the hedging relationship first been allocated to each of the 
forecasted transactions (hedged items) within the hedging relationship to measure the amount 
of other comprehensive income to be reclassified into earnings in the coming 12 months if 
multiple cash flow exposures are designated as the hedged items for a single derivative 
instrument? (ASC 815-30-45-2) 

 

Removed 3. Have the estimated amounts to be reclassified into earnings in the coming 12 months been 
summed after the amount reported in other comprehensive income has been allocated to each 
of the forecasted transactions within the hedging relationship? (ASC 815-30-45-3) 

 
Note: The allocation method used above should be applied consistently and should consider any 
cumulative gain or loss on the derivative instrument that has been recognized in earnings as hedge 
ineffectiveness. 

 

Removed A description of the transactions or other events that will result in the reclassification into earnings 
of gains and losses that are reported in accumulated other comprehensive income? 

 

Removed The estimated net amount of the existing gains or losses that are reported in accumulated other 
comprehensive income at the reporting date that is expected to be reclassified into earnings within 
the next 12 months? 

 

Removed The maximum length of time over which the entity is hedging its exposure to the variability in 
future cash flows for forecasted transactions excluding those forecasted transactions related to the 
payment of variable interest on existing financial instruments? 

 

Removed The amount of gains and losses reclassified into earnings as a result of the discontinuance of cash 
flow hedges because it is probable that the original forecasted transactions will not occur by the 
end of the originally specified time period or within the additional period of time discussed in ASC 
paragraphs 815-30-40-4 and 40-5? 

 

http://www.accountingresearchmanager.com/#/combined/394FF744D8FA7A8E8625818A0054FD29/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2017/targeted-improvements-to-accounting-for-hedging-activities
http://www.accountingresearchmanager.com/#/combined/394FF744D8FA7A8E8625818A0054FD29/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2017/targeted-improvements-to-accounting-for-hedging-activities
http://www.accountingresearchmanager.com/#/combined/9DAE54F8BBC3D85186257BAB005FE8A9/accounting/fasb/fasb-codification/broad-transactions/815-derivatives-and-hedging/20-hedginggeneral/fasb-codification-broad-transactions-815-20-65-transition-and-open-effective-date-information-general
http://www.accountingresearchmanager.com/#/combined/FDE9844F946C79A0862575AA0011ECA0/accounting/fasb/fasb-codification/broad-transactions/815-derivatives-and-hedging/30-cash-flow-hedges/fasb-codification-broad-transactions-815-30-45-other-presentation-matters-general
http://www.accountingresearchmanager.com/#/combined/2C61FE4FD4A7E2B0862575AA0011C806/accounting/fasb/fasb-codification/broad-transactions/815-derivatives-and-hedging/30-cash-flow-hedges/fasb-codification-broad-transactions-815-30-35-subsequent-measurement-general
http://www.accountingresearchmanager.com/#/combined/FDE9844F946C79A0862575AA0011ECA0/accounting/fasb/fasb-codification/broad-transactions/815-derivatives-and-hedging/30-cash-flow-hedges/fasb-codification-broad-transactions-815-30-45-other-presentation-matters-general
http://www.accountingresearchmanager.com/#/combined/FDE9844F946C79A0862575AA0011ECA0/accounting/fasb/fasb-codification/broad-transactions/815-derivatives-and-hedging/30-cash-flow-hedges/fasb-codification-broad-transactions-815-30-45-other-presentation-matters-general
http://www.accountingresearchmanager.com/#/combined/911CF07F0292C3D6862575AA0011E2F7/accounting/fasb/fasb-codification/broad-transactions/815-derivatives-and-hedging/30-cash-flow-hedges/fasb-codification-broad-transactions-815-30-40-derecognition-general
http://www.accountingresearchmanager.com/#/combined/911CF07F0292C3D6862575AA0011E2F7/accounting/fasb/fasb-codification/broad-transactions/815-derivatives-and-hedging/30-cash-flow-hedges/fasb-codification-broad-transactions-815-30-40-derecognition-general
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Removed 5.Have the following items been separately disclosed as part of the disclosures of accumulated 
other comprehensive income (ASC 815-30-50-2): 

 

Removed  
a. The beginning and ending accumulated derivative instrument gain or loss? 

 

Removed  
b. The related net change associated with current period hedging transactions? 

 

Removed  
c. The net amount of any reclassification into earnings? 

 

Removed Note:  The presentation and disclosure requirements in items 1 through 5 above have been 
superseded by the amendments in ASU No. 2017-12, Derivatives and Hedging (Topic 815): 
Targeted Improvements to Accounting for Hedging Activities, which is effective for public business 
entities for fiscal years beginning after December 15, 2018, and interim periods within those fiscal 
years. For all other entities, the requirements are effective for fiscal years beginning after 
December 15, 2020, and interim periods within fiscal years beginning after December 15, 2021. 
Thereafter, the presentation and disclosure requirements in items 6 through 9 below should be 
followed. Early adoption is permitted, including adoption in an interim period. (ASC 815-20-65-3) 

 

Removed 6. Have the following disclosures been made for derivative instruments designated and qualifying 
as cash flow hedging instruments and for the related hedged transactions, for every annual and 
interim reporting period for which a balance sheet and an income statement is presented (ASC 815-
30-50-1): 

 

Fair Value Measurement (ASC 820) 

New Note:   The presentation and disclosure requirements in items 7 through 9 below are prescribed by 
the amendments in ASU No. 2022-03, Fair Value Measurement (Topic 820): Fair Value 
Measurement of Equity Securities Subject to Contractual Sale Restrictions, which is effective for 
public business entities for fiscal years, including interim periods within those fiscal years, 
beginning after December 15, 2023. Early adoption is permitted. For all other entities, the 
amendments are effective for fiscal years, including interim periods within those fiscal years, 
beginning after December 15, 2024. Early adoption is permitted for both interim and annual 
financial statements that have not yet been issued or made available for issuance. 
 

Entities are required to apply ASU No. 2022-03 as follows: 
 

1. For entities that meet the definition of an investment company in 
accordance with the guidance in ASC paragraphs 946-10-15-4 through 
15-9, on a prospective basis to an equity security in which the 
contractual restriction that prohibits the sale of the equity security is 
executed or modified on or after the date at which the investment 
company first applies ASU No. 2022-03. An investment company that holds an equity 
security that is subject to a contractual sale restriction executed before the date at which 
the investment company first applies ASU No. 2022-03 should continue to account for 

 

http://www.accountingresearchmanager.com/#/combined/3CC43769A563CEBD862575AA0011FEEB/accounting/fasb/fasb-codification/broad-transactions/815-derivatives-and-hedging/30-cash-flow-hedges/fasb-codification-broad-transactions-815-30-50-disclosure-general
http://www.accountingresearchmanager.com/#/combined/394FF744D8FA7A8E8625818A0054FD29/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2017/targeted-improvements-to-accounting-for-hedging-activities
http://www.accountingresearchmanager.com/#/combined/394FF744D8FA7A8E8625818A0054FD29/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2017/targeted-improvements-to-accounting-for-hedging-activities
http://www.accountingresearchmanager.com/#/combined/9DAE54F8BBC3D85186257BAB005FE8A9/accounting/fasb/fasb-codification/broad-transactions/815-derivatives-and-hedging/20-hedginggeneral/fasb-codification-broad-transactions-815-20-65-transition-and-open-effective-date-information-general
http://www.accountingresearchmanager.com/#/combined/3CC43769A563CEBD862575AA0011FEEB/accounting/fasb/fasb-codification/broad-transactions/815-derivatives-and-hedging/30-cash-flow-hedges/fasb-codification-broad-transactions-815-30-50-disclosure-general
http://www.accountingresearchmanager.com/#/combined/3CC43769A563CEBD862575AA0011FEEB/accounting/fasb/fasb-codification/broad-transactions/815-derivatives-and-hedging/30-cash-flow-hedges/fasb-codification-broad-transactions-815-30-50-disclosure-general
https://www.accountingresearchmanager.com/#/all-contents/csh-da-filter!WKUS-TAL-DOCS-PHC-%7B3f108cd7-3835-4234-b87e-33ff367bb5ea%7D--WKUS_TAL_12120%234d0c736fda07368f86933c467e93b447
https://www.accountingresearchmanager.com/#/combined/6C909357EC0B9344862575AA006AD863/accounting/fasb/fasb-codification/industry/946-financial-servicesinvestment-companies/10-overall/fasb-codification-industry-946-10-15-scope-and-scope-exceptions-general
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that equity security using the accounting policy applied before the adoption of ASU No. 
2022-03 until the contractual 
sale restriction expires or is modified. An entity should account for a 
modification to a contractual sale restriction in accordance with item 2 below 
on the date of modification. Any adjustments as a result of applying 
ASU No. 2022-03 should be recognized as an adjustment to current-period earnings on the 
date the contractual sale restriction is modified. 
 
2. For all other entities, on a prospective basis to all equity securities. 
Any adjustments as a result of applying ASU No. 2022-03 should be recognized as an 
adjustment to current-period 

earnings on the date at which an entity first applies ASU No. 2022-03. 

New 7.  Has an entity disclosed the following information for equity securities subject to contractual 
sale restrictions (ASC 820-10-50-6B): 

 

New a.  The fair value of equity securities subject to contractual sale restrictions?  

New b.  The nature and remaining duration of the restriction(s)?  

New c.   Circumstances that could cause a lapse in the restriction(s)?  

New Note: Equity securities restricted from sale because they are pledged as collateral and included in 
other disclosures required by other ASC Topics should not be included in the information required 
in items (a) through (c) above. 

 

New d.   For multiple investments in equity securities subject to the contractual sale restrictions, has 
consideration been given to the guidance in ASC paragraph 820-10-50-1D when disclosing the 
information required in items (a) through (c) above? 

 

New 8.  For entities that meet the definition of an investment company and adopt ASU No. 2022-03 in 
accordance with the guidance in item (1) in the Note above, has the entity disclosed the following 
in each period that the entity continues to apply a discount to equity securities subject to 
contractual sale restrictions executed before adopting ASU No. 2022-03 (ASC 820-10-65-13(d)): 

 

New a. The fair value of equity securities subject to a contractual sale restriction on the statement of 
financial position to which the entity continues to apply a discount? 

 

New b.  The nature and remaining duration of the contractual sale restriction?  

New c.   The circumstances that could cause a lapse in the restriction?  

New Note: The equity securities included in items 8 (a) through (c) should be excluded from the 
amounts disclosed as required by item 7 above. 

 

New 9.  For entities that do not meet the definition of an investment company and adopt ASU No. 2022-
03 in accordance with the guidance in item (2) in the Note above, has the entity disclosed the 
amount recognized as an adjustment to earnings in the period that the entity first applies ASU No. 
2022-03 (ASC 820-10-65-13(e))?? 

 

Government Assistance (ASC 832) 

https://www.accountingresearchmanager.com/#/combined/C21E97BE9E943D6A862575AA00164331/accounting/fasb/fasb-codification/broad-transactions/820-fair-value-measurement/10-overall/fasb-codification-broad-transactions-820-10-50-disclosure-general
https://www.accountingresearchmanager.com/#/combined/C21E97BE9E943D6A862575AA00164331/accounting/fasb/fasb-codification/broad-transactions/820-fair-value-measurement/10-overall/fasb-codification-broad-transactions-820-10-50-disclosure-general
https://www.accountingresearchmanager.com/#/combined/380E8B5C259FCB628625763F00625AC6/accounting/fasb/fasb-codification/broad-transactions/820-fair-value-measurement/10-overall/fasb-codification-broad-transactions-820-10-65-transition-and-open-effective-date-information-general
https://www.accountingresearchmanager.com/#/combined/380E8B5C259FCB628625763F00625AC6/accounting/fasb/fasb-codification/broad-transactions/820-fair-value-measurement/10-overall/fasb-codification-broad-transactions-820-10-65-transition-and-open-effective-date-information-general
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New NEW Section  

Leases (ASC 842) 

Lessees 

New Note:   The presentation and disclosure requirements in items 11 and 12 below are prescribed by 
the amendments in ASU No. 2021-09, Leases (Topic 842): Discount Rate for Lessees That Are Not 
Public Business Entities, which is effective for private companies for all new and existing leases 
when the entity first adopts ASC Topic 842, for an entity that has not yet adopted ASC Topic 842 
as of November 11, 2021. An entity that has adopted ASC Topic 842 as of November 11, 2021 
should apply ASU No. 2021-09 for financial statements issued for fiscal years beginning after 
December 15, 2021, and interim periods within fiscal years beginning after December 15, 2022. 
Earlier application is permitted as of the beginning of the fiscal year of adoption. (ASC 842-10-65-
6) 
 
An entity that has not adopted ASC Topic 842 as of November 11, 2021 should apply the same 
transition method elected for the adoption of ASC Topic 842. 

 
An entity that has adopted ASC Topic 842 as of November 11, 2021 should apply ASU No. 2021-
09 on a modified retrospective basis to leases affected by the amendments existing as of the 
beginning of the fiscal year of adoption by adjusting the lease liability, which should be calculated 
based on the discount rate and remaining lease term at the beginning of the fiscal year of adoption. 
An entity should recognize the amount of the change in the lease liability as an adjustment to the 
corresponding right-of-use asset, unless: 

 
1. The carrying amount of the right-of-use asset is reduced to zero, in which case the entity should 
recognize any remaining amount of the adjustment to opening retained earnings at the beginning of 
the fiscal year of adoption. 

 
2. The adjustment would increase a right-of-use asset that was previously impaired, in which case 
the entity should record the adjustment to opening retained earnings at the beginning of the fiscal 
year of adoption. 

Disclosure will retain on roll forward 

New An entity that has adopted ASC Topic 842 as of November 11, 2021 should not treat the adoption 
of ASU No. 2021-09 as an event that would require the 
entity to: 

 
1. Remeasure and reallocate the consideration in the contract in accordance with ASC paragraph 
842-10-15-36. 

 
2. Reassess the lease term or a lessee option to purchase the underlying asset in accordance with 
ASC paragraph 842-10-35-1. 
 

 

https://www.accountingresearchmanager.com/#/all-contents/csh-da-filter!WKUS-TAL-DOCS-PHC-%7B3f108cd7-3835-4234-b87e-33ff367bb5ea%7D--WKUS_TAL_12120%23e005b38a275c3d379deea49eac050c76
https://www.accountingresearchmanager.com/#/combined/27ED8B2A73BAC96C86257F640067AC10/accounting/fasb/fasb-codification/broad-transactions/842-leases/10-overall/fasb-codification-broad-transactions-842-10-05-overview-and-background-general
https://www.accountingresearchmanager.com/#/combined/1FE929EBD23573A486257F640067BFB3/accounting/fasb/fasb-codification/broad-transactions/842-leases/10-overall/fasb-codification-broad-transactions-842-10-65-transition-and-open-effective-date-information-general
https://www.accountingresearchmanager.com/#/combined/1FE929EBD23573A486257F640067BFB3/accounting/fasb/fasb-codification/broad-transactions/842-leases/10-overall/fasb-codification-broad-transactions-842-10-65-transition-and-open-effective-date-information-general
https://www.accountingresearchmanager.com/#/combined/27ED8B2A73BAC96C86257F640067AC10/accounting/fasb/fasb-codification/broad-transactions/842-leases/10-overall/fasb-codification-broad-transactions-842-10-05-overview-and-background-general
https://www.accountingresearchmanager.com/#/combined/33E728118E0839FB86257F640067AD57/accounting/fasb/fasb-codification/broad-transactions/842-leases/10-overall/fasb-codification-broad-transactions-842-10-15-scope-and-scope-exceptions-general
https://www.accountingresearchmanager.com/#/combined/A38899D8FA71056D86257F640067AF62/accounting/fasb/fasb-codification/broad-transactions/842-leases/10-overall/fasb-codification-broad-transactions-842-10-35-general
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3. Remeasure the lease payments in accordance with ASC paragraph 842- 
10-35-4. 

 
4. Reassess lease classification in accordance with ASC paragraph 842-10- 
25-1. 

 
Note: At the date of adoption of ASU No. 2021-09, an entity that has adopted ASC Topic 842 as of 
November 11, 2021 may choose to apply or discontinue using the risk-free rate for any class of 
underlying asset. 

New 11.  Has a lessee that makes the accounting policy election in ASC paragraph 842-20-30-3 to use a 
risk-free rate as the discount rate disclosed its election and the class or classes of underlying assets 
to which the election has been applied? (ASC 842-20-50-10)                                                                         

 
(Note: This is applicable only for private companies.)    

 

New 12. Has an entity that has adopted ASC Topic 842 as of November 11, 2021, and that has adopted 
ASU No. 2021-09, disclosed the following as of the beginning of the fiscal year of adoption of 
ASU No. 2021-09 (rather than at the beginning of the earliest period presented) (ASC 842-10-65-
6):  

 

New a.  The information required by ASC paragraphs 250-10-50-1(a) and (b)(3), if applicable?  

New b.  The recognized amount of changes in lease liabilities and corresponding right-of-use assets 
resulting from the transition adjustment? 
(Note: This is applicable only for private companies.) 

 

Leases (ASC 842) 

Lessors 

New Note:   The presentation and disclosure requirements in item 14 below are 

prescribed by ASU No. 2021-05, Leases (Topic 842): Lessors—Certain Leases 

with Variable Lease Payments, which is effective as follows: (ASC 842-10-65-5) 

An entity that has not yet adopted ASU No. 2016-02 (as amended) as of July 19, 

2021, should apply ASU No. 2021-05 when it first applies ASU No. 2016-02 (as 

amended) and should apply the same transition method elected for ASU No. 2016-

02 (as amended). 

An entity within the scope of ASC paragraph 842-10-65-1(a) that has adopted 

ASU No. 2016-02 (as amended) as of July 19, 2021, should apply ASU No. 2021-

05 for fiscal years beginning after December 15, 2021, and interim periods within 

those fiscal years. Earlier application is permitted. 

 

https://www.accountingresearchmanager.com/#/combined/A38899D8FA71056D86257F640067AF62/accounting/fasb/fasb-codification/broad-transactions/842-leases/10-overall/fasb-codification-broad-transactions-842-10-35-general
https://www.accountingresearchmanager.com/#/combined/A38899D8FA71056D86257F640067AF62/accounting/fasb/fasb-codification/broad-transactions/842-leases/10-overall/fasb-codification-broad-transactions-842-10-35-general
https://www.accountingresearchmanager.com/#/combined/16A5A7B1DFB6D46C86257F640067AE66/accounting/fasb/fasb-codification/broad-transactions/842-leases/10-overall/fasb-codification-broad-transactions-842-10-25-general
https://www.accountingresearchmanager.com/#/combined/16A5A7B1DFB6D46C86257F640067AE66/accounting/fasb/fasb-codification/broad-transactions/842-leases/10-overall/fasb-codification-broad-transactions-842-10-25-general
https://www.accountingresearchmanager.com/#/combined/D0C91F3EB53597E086257F640067C1FD/accounting/fasb/fasb-codification/broad-transactions/842-leases/20-lessee/fasb-codification-broad-transactions-842-20-30-general
https://www.accountingresearchmanager.com/#/combined/41ADC9EC0C62596786257F640067C3F9/accounting/fasb/fasb-codification/broad-transactions/842-leases/20-lessee/fasb-codification-broad-transactions-842-20-50-general
https://www.accountingresearchmanager.com/#/combined/27ED8B2A73BAC96C86257F640067AC10/accounting/fasb/fasb-codification/broad-transactions/842-leases/10-overall/fasb-codification-broad-transactions-842-10-05-overview-and-background-general
https://www.accountingresearchmanager.com/#/combined/1FE929EBD23573A486257F640067BFB3/accounting/fasb/fasb-codification/broad-transactions/842-leases/10-overall/fasb-codification-broad-transactions-842-10-65-transition-and-open-effective-date-information-general
https://www.accountingresearchmanager.com/#/combined/1FE929EBD23573A486257F640067BFB3/accounting/fasb/fasb-codification/broad-transactions/842-leases/10-overall/fasb-codification-broad-transactions-842-10-65-transition-and-open-effective-date-information-general
https://www.accountingresearchmanager.com/#/combined/C1031931B1B62F6C862575AA0046C6E5/accounting/fasb/fasb-codification/presentation/250-accounting-changes-and-error-corrections/10-overall/fasb-codification-presentation-250-10-50-disclosure-general
https://www.accountingresearchmanager.com/#/combined/17E7CCAD5699B3F986258718004D2499/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2021/lessors-certain-leases-with-variable-lease-payments
https://www.accountingresearchmanager.com/#/combined/17E7CCAD5699B3F986258718004D2499/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2021/lessors-certain-leases-with-variable-lease-payments
https://www.accountingresearchmanager.com/#/combined/1FE929EBD23573A486257F640067BFB3/accounting/fasb/fasb-codification/broad-transactions/842-leases/10-overall/fasb-codification-broad-transactions-842-10-65-transition-and-open-effective-date-information-general
https://www.accountingresearchmanager.com/#/combined/983C6AB4C90FC2CA86257F640066380D/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2016/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standards-u
https://www.accountingresearchmanager.com/#/combined/1FE929EBD23573A486257F640067BFB3/accounting/fasb/fasb-codification/broad-transactions/842-leases/10-overall/fasb-codification-broad-transactions-842-10-65-transition-and-open-effective-date-information-general
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An entity within the scope of ASC paragraph 842-10-65-1(b) that has adopted ASU No. 2016-02 
(as amended) as of July 19, 2021, should apply ASU No. 2021-05 for fiscal years beginning after 
December 15, 2021, and interim periods within fiscal years beginning after December 15, 2022. 
Earlier application is permitted. 

New An entity within the scope of ASC paragraphs 842-10-65-1(a) or (b) should apply ASU No. 2021-
05 by using one of the following two methods: 

 
1. Retrospectively to the date in which ASU No. 2016-02 (as amended) was adopted (the beginning 
of the period of adoption of ASC Topic 842). Under this transition method, the entity should apply 
ASU No. 2021-05 to leases that commence or are modified on or after the beginning of the period 
of its adoption of ASC Topic 842 and do not meet the conditions in ASC paragraph 842-10-25-8. 

 

2. Prospectively to leases that commence or are modified on or after the date that the entity first 
applies ASU No. 2021-05 and do not meet the conditions in ASC paragraph 842-10-25-8. 

 

New 14. Have the following transitional disclosures related to the adoption of ASU No. 2021-05 been 
made in the period of adoption (ASC 842-10-65-5):  

 

New a. For an entity within the scope of ASC paragraphs 842-10-65-1(a) or (b) that elects the 
retrospective transition method above: 

 

New (1)  The applicable transition disclosures required by ASC Topic 250 on accounting changes and 
error corrections, except for the requirements in ASC paragraph 250-10-50-1(b)(2) and ASC 
paragraph 250-10-50-3? 

 

New (2) The transition disclosures in ASC paragraph 250-10-50-1(b)(3) as of the beginning of the 
earliest period presented but not before the date in which ASU No. 2016-02 (as amended) was 
adopted? 

 

New b.   For an entity within the scope of ASC paragraphs 842-10-65-1(a) or (b) that elects the 
prospective transition method above: 

 

New (1)  The nature of and reason for the change in accounting principle?  

New (2)  The transition method?  

New (3)  A qualitative description of the financial statement line items affected by the change?  

 

Audit Programs (AUDs) 
 

https://www.accountingresearchmanager.com/#/combined/1FE929EBD23573A486257F640067BFB3/accounting/fasb/fasb-codification/broad-transactions/842-leases/10-overall/fasb-codification-broad-transactions-842-10-65-transition-and-open-effective-date-information-general
https://www.accountingresearchmanager.com/#/combined/16A5A7B1DFB6D46C86257F640067AE66/accounting/fasb/fasb-codification/broad-transactions/842-leases/10-overall/fasb-codification-broad-transactions-842-10-25-general
https://www.accountingresearchmanager.com/#/combined/17E7CCAD5699B3F986258718004D2499/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2021/lessors-certain-leases-with-variable-lease-payments
http://www.accountingresearchmanager.com/#/combined/9D03B2273DB8A9AA862575CB006D5F38/accounting/fasb/fasb-codification/broad-transactions/825-financial-instruments/10-overall/fasb-codification-broad-transactions-825-10-65-transition-and-open-effective-date-information-general
https://www.accountingresearchmanager.com/#/combined/1FE929EBD23573A486257F640067BFB3/accounting/fasb/fasb-codification/broad-transactions/842-leases/10-overall/fasb-codification-broad-transactions-842-10-65-transition-and-open-effective-date-information-general
https://www.accountingresearchmanager.com/#/combined/9C2545C25992033A862575AA00469C8E/accounting/fasb/fasb-codification/presentation/250-accounting-changes-and-error-corrections/10-overall/fasb-codification-presentation-250-10-05-overview-and-background-general
https://www.accountingresearchmanager.com/#/combined/C1031931B1B62F6C862575AA0046C6E5/accounting/fasb/fasb-codification/presentation/250-accounting-changes-and-error-corrections/10-overall/fasb-codification-presentation-250-10-50-disclosure-general
https://www.accountingresearchmanager.com/#/combined/C1031931B1B62F6C862575AA0046C6E5/accounting/fasb/fasb-codification/presentation/250-accounting-changes-and-error-corrections/10-overall/fasb-codification-presentation-250-10-50-disclosure-general
https://www.accountingresearchmanager.com/#/combined/C1031931B1B62F6C862575AA0046C6E5/accounting/fasb/fasb-codification/presentation/250-accounting-changes-and-error-corrections/10-overall/fasb-codification-presentation-250-10-50-disclosure-general
https://www.accountingresearchmanager.com/#/combined/983C6AB4C90FC2CA86257F640066380D/accounting/fasb/fasb-codification/fasb-accounting-standards-updates/accounting-standards-update-no-2016/fasb-codification-fasb-accounting-standards-updates-fasb-accounting-standards-updates-accounting-standards-u
https://www.accountingresearchmanager.com/#/combined/1FE929EBD23573A486257F640067BFB3/accounting/fasb/fasb-codification/broad-transactions/842-leases/10-overall/fasb-codification-broad-transactions-842-10-65-transition-and-open-effective-date-information-general
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Based on 
Standard Y/N 

Standard 
Reference Roll Forward Considerations 

AUD-101 Overall Audit Program  

Modify Modified Step to include guidance regarding information to 
be used as audit evidence; added practice point regarding 
relevance and reliability of information obtained from an 
external source 

Procedures New or 
Revised 
Guidance 

PCAOB Staff 
Alert: Evaluating 
Relevance and 
Reliability of 
Audit Evidence 
Obtained from 
External Sources 
(Oct. 7, 2021) 

 

Modify New steps to include guidance regarding the sufficiency and 
appropriateness of audit evidence obtained  and information 
to be used as audit evidence  

Procedures New or 
Revised 
Guidance 

PCAOB Staff 
Alert: Evaluating 
Relevance and 
Reliability of 
Audit Evidence 
Obtained from 
External Sources 
(Oct. 7, 2021) 

 

Modify Added practice alert regarding audits involving multiple 
audit firms 

Instructions New or 
Revised 
Guidance 

PCAOB AS 1206, 
Dividing 
Responsibility for 
the Audit with 
Another 
Accounting Firm 

 

Modify Minor wording changes Instructions, 
Procedures 

  Steps will retain on roll forward if user selects 
to keep responses 

AUD-201 Audit Program: Opening Balances and Additional Audit Procedures for an Initial or Reaudit Engagement  

Modify Minor wording changes Procedures   Steps will retain on roll forward if user selects 
to keep responses 

AUD-602 Audit Program: Involvement of a Component Auditor  

Modify Added practice point regarding involvement in the work 
performed by multiple auditors 

Instructions Clarification AS 1206, 
Dividing 
Responsibility for 
the Audit with 
Another 
Accounting Firm 
(AS 1206) 

 

AUD-603 Audit Program: Using the Work of an Auditor’s Specialist  



 

2022 CCH Incorporated and/or Its Affiliates. All Rights Reserved. KCO-001 Page 33 of 42 
Knowledge-Based Audits of PCAOB Entities 

Type of 
Change Description of Change Location 

Based on 
Standard Y/N 

Standard 
Reference Roll Forward Considerations 

Modify Minor wording changes Procedures   Steps will retain on roll forward if user selects 
to keep responses 

AUD-604 Audit Program: Using the Work of a Management’s Specialist  

Modify Minor wording changes Procedures   Steps will retain on roll forward if user selects 
to keep responses 

AUD-701 Audit Program: Designing Tests of Controls  

Modify Minor wording changes Procedures   Steps will retain on roll forward if user selects 
to keep responses 

AUD-801 Audit Program: Cash through AUD-822 Audit Program: Business Combinations  

Modify Removed practice point on analytical procedures Procedures Workflow   

Modify Added new step “Information To Be Used As Audit 
Evidence” 

Procedures New or 
Revised 
Guidance 

PCAOB Staff 
Alert: Evaluating 
Relevance and 
Reliability of 
Audit Evidence 
Obtained from 
External Sources 
(Oct. 7, 2021) 

 

Modify Minor wording changes Instructions, 
Procedures 

   

AUD-901 Audit Program: Subsequent Events – 905 Audit Program: Evaluating Subsequently Discovered Facts Existing 
at the Date of the Auditor’s Report 

 

Modify Added new step “Information To Be Used As Audit 
Evidence” 

Procedures New or 
Revised 
Guidance 

PCAOB Staff 
Alert: Evaluating 
Relevance and 
Reliability of 
Audit Evidence 
Obtained from 
External Sources 
(Oct. 7, 2021) 

 

AUD-908 Interim Review Program: Management Inquiries  

Modify Modified Step 23 to read: Have actions taken at meetings of 
those charged with governance, stockholders, board of 
directors, committees of the board of directors, or 
comparable meetings that may affect the financial statements 

Procedures Enhancement   
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Type of 
Change Description of Change Location 

Based on 
Standard Y/N 

Standard 
Reference Roll Forward Considerations 

been appropriately reflected in the financial statements (e.g., 
approval of officer compensation, loan agreements, 
dividends, dispositions)? 

Modify Deleted duplicative step in “Other” section regarding the 
actions taken at meetings  

Procedures Improved 
Workflow 

  

 

Practice Aids (AIDs) have been modified and updated, where applicable, with additional tips, references, and examples.  

• AIDs 201-910 Updated terminology to reflect enhancements regarding information to be used as audit evidence; minor wording changes. 

• AID-201 Audit Program: Opening Balances and Additional Audit Procedures for an Initial or Reaudit Engagement Modified practice alert regarding AICPA 
Ethics Interpretation, Staff Augmentation Arrangements; added Step 6 to address augmented staff; updated effective date for AICPA Ethics Interpretation, Information 
System Services. 

Auditor’s Reports (RPTs) had no significant updates. 

Correspondence Documents (CORs) minor wording changes. 

• NEW COR-201A Engagement Letter: Financial Statements Only Audit under PCAOB Standards and GAAS: Audit Not Within Jurisdiction of PCAOB 

• NEW COR-202A Audit Engagement Letter: Integrated Audit under PCAOB Standards and GAAS: Audit Not Within Jurisdiction of PCAOB 

• NEW COR-222 Predecessor Auditor Letter to Be Included as Exhibit to Form 8-K for Change of Auditors. 

• NEW COR-223 Engagement Letter for Reissuance of Auditor's Report When Current Period Financial Statements Are Audited by Other Auditors. 

 

Resource Documents (RESs) have been modified and updated, where applicable, in accordance with current guidance. 

• RES-001 Knowledge-Based Audit Methodology Overview Added practice alert regarding PCAOB AS 1206, Dividing Responsibility for the Audit with Another 
Accounting Firm. 

• RES-QCA Meeting Quality Control Standards Using KBA Audit Tools Added practice alert regarding AICPA’s new quality management standards. 

 

In addition, forms and practice aids throughout have been updated to include new examples and tips and, where applicable, to take into account: 

New literature, standards, and developments, reflected in the following current audit and accounting guidance:  
 

• FASB Accounting Standards Codification™ as of June 30, 2022, through Accounting Standards Update No. 2022-04 

• AS 1105, Audit Evidence; PCAOB Staff Guidance, Using the Work of a Company’s Specialist 

• AS 1210, Using the Work of an Auditor-Engaged Specialist; PCAOB Staff Guidance, Supervising or Using the Work of an Auditor’s Specialist 

• AS 2501 (Revised), Auditing Accounting Estimates, Including Fair Value Measurements 

• AS 4105, Reviews of Interim Financial Information 

• AT No. 1: Examination Engagements Regarding Compliance Reports of Brokers and Dealers 
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• AT No. 2: Review Engagements Regarding Exemption Reports of Brokers and Dealers 

• AICPA Ethics Interpretation, Staff Augmentation Arrangements (ET sec. 1.275.007); and 

• PCAOB Staff Alert: Evaluating Relevance and Reliability of Audit Evidence Obtained from External Sources (Oct. 7, 2021) 
 
Users of this content should consider guidance issued subsequent to these items to determine their effect on engagements conducted using this product.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

RELATED, FOUNDATIONS AND ASSOCIATION WORKPAPERS FOR THIS TITLE  

 

Related workpapers are Knowledge Coach Word workpapers where information flows in or out of tables within the workpaper.  Some of these related workpapers are Foundation 
workpapers or associated workpapers.  

Foundation Workpapers include most of the Communication Hub workpapers, which are central to the Knowledge-Based Audit Methodology used by the Knowledge Coach titles.  

Associated workpapers require you to associate them with custom values, such as audit areas, specialists, service organizations, and other items.  Workpapers require an 
association when you need to have more than one instance of a particular Knowledge Coach workpaper in your binder for each type of item to which the workpaper is related.  
Making this association allows Knowledge Coach information to flow properly between workpapers. 

 

Form No. Form Name 
Foundation 
Workpaper 

Association 
Workpaper 

 

KBAs 

 

KNOWLEDGE-BASED AUDIT DOCUMENTS 

  

KBA-101 Overall Audit Strategy  X  

KBA-101A Overall Examination or Review Attestation Engagement Strategy   
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Form No. Form Name 
Foundation 
Workpaper 

Association 
Workpaper 

KBA-102 Engagement Completion Document  X  

KBA-103 Evaluating and Communicating Internal Control Deficiencies, Instances of Non-Compliance, and 
Exceptions 

X  

KBA-105 Review of Significant Accounting Estimates X  

KBA-200 Entity Information and Background X  

KBA-201 Client/Engagement Acceptance and Continuance Form   

KBA-301 Worksheet for Determination of Materiality and Thresholds for Trivial Amounts   

KBA-302 Understanding the Entity and Its Environment   

KBA-303 Inquiries of Management and Others within the Entity about the Risks of Fraud, Illegal Acts, and 
Noncompliance with Laws and Regulations 

  

KBA-400 Scoping and Mapping of Significant Account Balances, Classes of Transactions, and Disclosures X  

KBA-401 Understanding Entity-Level Controls   

KBA-402 Understanding General Controls for Information Technology    

KBA-403 Understanding Activity-Level Controls: Revenue, Accounts Receivable, and Cash Receipts   

KBA-404 Understanding Activity-Level Controls: Inventory    

KBA-405 Understanding Activity-Level Controls: Property, Plant, and Equipment   

KBA-406 Understanding Activity-Level Controls: Other Assets   
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Form No. Form Name 
Foundation 
Workpaper 

Association 
Workpaper 

KBA-407 Understanding Activity-Level Controls: Accounts Payable and Cash Disbursements   

KBA-408 Understanding Activity-Level Controls: Payroll and Related Liabilities   

KBA-409 Understanding Activity-Level Controls: Treasury   

KBA-410 Understanding Activity-Level Controls: Income Taxes   

KBA-411 Understanding Activity-Level Controls: Financial Reporting and Closing Process   

KBA-412 Understanding Controls Maintained by a Service Organization  X 

KBA-413 Understanding Activity-Level Controls: Broker-Dealer Transactions   

KBA-502 Summary of Risk Assessments X  

KBA-503 Basis for Inherent Risk Assessment   

KBA-902 Engagement Review and Approval Checklist   

KBA-905 Engagement Documentation Checklist   

 

AUDs 

 

AUDIT PROGRAMS 

  

AUD-100 Engagement-Level Tailoring Questions X  

AUD-101 Overall Audit Program X  

AUD-201 Audit Program: Opening Balances and Additional Audit Procedures for an Initial or Reaudit 
Engagement 
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Form No. Form Name 
Foundation 
Workpaper 

Association 
Workpaper 

AUD-602 Audit Program: Involvement of Other Auditors  X 

AUD-603 Audit Program: Using or Supervising the Work of an Auditor’s Specialist  X 

AUD-604 Audit Program: Using the Work of a Company’s Specialist  X 

AUD-701 Audit Program: Designing Tests of Controls   

AUD-800 Audit Program: Custom  X 

AUD-801 Audit Program: Cash   

AUD-802A Audit Program: Investments   

AUD-802B Audit Program: Derivative Instruments and Hedging Activities   

AUD-803 Audit Program: Accounts Receivable and Revenue   

AUD-804 Audit Program: Inventories and Cost of Sales   

AUD-805 Audit Program: Prepaid Expenses, Deferred Charges, and Other Assets   

AUD-806 Audit Program: Intangible Assets   

AUD-807 Audit Program: Property and Equipment, and Depreciation   

AUD-808 Audit Program: Accounts Payable and Purchases   

AUD-809 Audit Program: Payroll and Related Liabilities   
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Form No. Form Name 
Foundation 
Workpaper 

Association 
Workpaper 

AUD-810 Audit Program: Income Taxes   

AUD-811 Audit Program: Debt and Lease Obligations   

AUD-812 Audit Program: Equity   

AUD-813 Audit Program: Other Income and Expense   

AUD-814 Audit Program: Journal Entries   

AUD-815 Audit Program: Related-Party Transactions   

AUD-816 Audit Program: Fair Value Measurements and Disclosures   

AUD-817 Audit Program: Variable Interest Entities   

AUD-818 Audit Program: Share-Based Payments   

AUD-819 Audit Program: Commitments and Contingencies   

AUD-820 Audit Program: Accounting Estimates   

AUD-821 Audit Program: Concentrations   

AUD-822 Audit Program: Business Combinations   

AUD-901 Audit Program: Subsequent Events   

AUD-902 Audit Program: Going Concern    
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Form No. Form Name 
Foundation 
Workpaper 

Association 
Workpaper 

AUD-903 Audit Program: Consideration of Fraud   

AUD-904 Audit Program: Compliance with Laws and Regulations    

AUD-907 Interim Review Program: Review of Interim Financial Information   

AUD-908 Interim Review Program: Previously Reported Material Weakness Continues to Exist   

AUD-909 Audit Program: Management Inquiries   

AUD-911 Audit Program: Financial Statement Review   

ATTs ATTESTATION PROGRAMS   

ATT-830 Attestation Program: Examination Engagement   

ATT-831 Attestation Program: Review Engagement   

ATT-832 Attestation Program: Agreed-Upon Procedures Engagement   

 

AIDs 

 

PRACTICE AIDS 

  

AID-201 Nonattest Services PCAOB Independence Checklist   

AID-302 Understanding the Entity’s Revenue Streams and Revenue Recognition Policies   

AID-601 Considering the Use of the Work of Internal Auditors   

AID-603 Component Identification and Analysis   
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Form No. Form Name 
Foundation 
Workpaper 

Association 
Workpaper 

AID-702 Results of Tests of Controls   

AID-801 Audit Sampling Worksheet for Substantive Tests of Details   

AID-901 Differences of Professional Opinion   
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Additional Information for Associated Workpapers 

The following tables list the workpapers that require association in this title, along with the information that must be completed before you can insert each workpaper.  
 

Workpaper Requiring 
Association 

What is it associated with? 

Workpaper Table/Question 

Association Item 
(Custom Value) 

KBA-412 
Understanding Ctrls: 
Service Org (Custom) 

AUD-100 Engagement-
Level Tailoring Questions 
Workpaper 

Does the entity use service organizations?  Shows the "Document the service 
organizations used by the entity.” table in KBA-101 Overall Audit Strategy. 

 

KBA-101 Overall Audit 
Strategy 

Document the service organizations used by the entity. 
Service Organization 

AUD-602 Audit 
Program: Involvement 
of Other Auditors 
(Custom) 

AUD-100 Engagement-
Level Tailoring Questions 
Workpaper 

Does the auditor plan to rely on audit evidence provided by a component 
auditor? is “Yes” Shows the "Document the audit evidence provided by the 
component auditor(s) that the engagement team will rely on in our 
engagement." table in KBA-101 Overall Audit Strategy. 

 

KBA-101 Overall Audit 
Strategy 

Document the audit evidence provided by the component auditor(s) that the 
engagement team will rely on in our engagement. 

Audit Firm Name 

AUD-603 Audit 
Program: Auditor's 
Specialist (Custom) 

AUD-100 Engagement-
Level Tailoring Questions 
Workpaper 

Does the auditor intend to use a specialist on this engagement? is “Yes” Shows 
the "Document the expected use of a specialist(s) on our audit." table in KBA-
101 Overall Audit Strategy. 

 

KBA-101 Overall Audit 
Strategy 

Document the expected use of a specialist(s) on our audit. Then select Auditor's 
Specialist from the Type of Specialist Column 

Specialist Firm Name 

AUD-604 Audit 
Program: Company’s 
Specialist (Custom) 

AUD-100 Engagement-
Level Tailoring Questions 
Workpaper 

Does the auditor intend to use a specialist on this engagement? is “Yes” Shows 
the "Document the expected use of a specialist(s) on our audit." table in KBA-
101 Overall Audit Strategy. 

 

KBA-101 Overall Audit 
Strategy 

Document the expected use of a specialist(s) on our audit. Then select 
Company’s Specialist from the Type of Specialist Column. 

Specialist Firm Name 

AUD-800 Audit 
Program: (Custom) 

AUD-100 Engagement-
Level Tailoring Questions 
Workpaper 

What financial statement audit areas are applicable to this engagement?  
“Customize Audit Area” link within the answer selection box. 

Custom Audit Area 

 


