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The EITF met on June 13 to discuss the following issues:

Issue 18-A, “Recognition under Topic 805 for an Assumed Liability in a Revenue
Contract”.

Issue 19-A, “Financial Instruments - Clarifying the Interactions between Topic 321 and
Topic 323”.

Issue 19-B, “Revenue Recognition - Contract Modifications of Licenses of Intellectual

Property.
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An entity should remeasure equity securities without readily determinable fair value
carried under the measurement exception in ASC 321 at fair value both:

o as of the date when the investee becomes subject to the equity method of
accounting.

o as of the date when the investee is no longer subject to the equity method of
accounting.

An entity should account for forward and option contracts for equity securities with all
of the following characteristics as equity securities under ASC 321, regardless of
whether the equity securities would, upon exercise of the forward or option, be within
the scope of the equity method of accounting:

The Task Force’s discussion of Issue 19-A resulted in a consensus-
for-exposure on two topics: remeasurement of some equity
securities and accounting for equity securities’ forward and

option contracts.

o terms of the contract require physical settlement by delivery of the securities that
will be accounted for under ASC 321.

o contract is not a derivative instrument subject to ASC 815.

o contract, if a purchased option, has no intrinsic value at acquisition.
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No tentative decisions were reached on Issue 18-A and Issue 19-B. The Task Force also did not
reach any tentative decision on a third issue within Issue 19-A on allocating an equity method
investee’s losses to an investor’s other investments in the investee when the amortized cost of
the investor’s equity method investment has been reduced to zero.

Source:
Grant Thornton, On the Horizon June 20, 2019.

We are committed to keep you updated of all developments
that may affect the way you do business in Puerto Rico. Please
contact us for further assistance in relation to this or any other

matter.
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DISCLAIMER: This update and its content do not constitute advice. Clients should not act solely on the basis

of the material contained in this publication. Itis intended for information purposes only and should not be
ra nt Ornton regarded as specific advice. In addition, advice from proper consultant should be obtained prior to taking

action on any issue dealt with this update.
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