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Amendments to the
FASB Accounting Standards Codification™

1. The amendments in this Update to the Accounting Standards Codification
are the result of FASB Statement No. 167, Amendments to FASB Interpretation
No. 46(R). That Statement was issued by the Board on June 12, 2009.

Introduction

2. The Accounting Standards Codification is amended as described in
paragraphs 3-56. In some cases, not only are the amended paragraphs shown,
but also the preceding and following paragraphs are shown to put the change in
context. Terms from the Master Glossary are in bold type. Added text is
underlined, and deleted text is struck-out.

Amendments to Subtopic 810-10

3. Amend paragraph 810-10-05-8, with a link to transition paragraph 810-10-
65-2, as follows:

Consolidation—Overall—Overview and Background

> Consolidation of VIEs

810-10-05-8 The Variable Interest Entities Subsections clarify the application of
the General Subsections to certain legal entities in which equity investors do-ret
have-the-characteristics-of-a-controlling-financialinterest-or-do not have sufficient
equity at risk for the legal entity to finance its activities without additional
subordinated financial support [FIN 46(R), paragraph 1, sequence 55.1] or,
as a group, the holders of the equity investment at risk lack any one of the
following three characteristics: [FIN 46(R), paragraph 1, sequence 55.2]

a. The power, through voting rights or similar rights, to direct the activities
of a legal entity that most significantly impact the entity’s economic
performance [FIN 46(R), paragraph 1, sequence 55.2.1]

b. The obligation to absorb the expected losses of the legal entity [FIN
46(R), paragraph 1, sequence 55.2.2]

c. _The right to receive the expected residual returns of the legal entity.
[FIN 46(R), paragraph 1, sequence 55.2.3]




Paragraph 810-10-10-1 states that consolidated financial statements are usually
necessary for a fair presentation if one of the entities in the consolidated group
directly or indirectly has a controlling financial interest in the other entities.
Paragraph 810-10-15-8 states that the usual condition for a controlling financial
interest is ownership of a majority voting interest. However, application of the
majority voting interest requirement in the General Subsections of this Subtopic
to certain types of entities may not identify the party with a controlling financial
interest because the controlling financial interest may be achieved through
arrangements that do not involve voting interests.

4. Add paragraph 810-10-05-8A, with a link to transition paragraph 810-10-
65-2, as follows:

810-10-05-8A The reporting entity with a variable interest or interests that
provide the reporting entity with a controlling financial interest in_a variable
interest entity (VIE) will have both of the following characteristics: [FIN 46(R),
paragraph 1A, sequence 56.1]

a. _The power to direct the activities of a VIE that most significantly impact
the VIE’s economic performance [FIN 46(R), paragraph 1A, sequence
56.1.1]

b. The obligation to absorb losses of the VIE that could potentially be
significant to the VIE or the right to receive benefits from the VIE that
could potentially be significant to the VIE. [FIN 46(R), paragraph 1A,
sequence 56.1.2]

5. Amend paragraphs 810-10-05-9 through 05-10, with a link to transition
paragraph 810-10-65-2, as follows:

810-10-05-9 The Variable Interest Entities Subsections explain how to identify
variable-interest-entities—(VIEs) and how to determine when a reporting entity
should include the assets, liabilities, noncontrolling interests, and results of
activities of a VIE in its consolidated financial statements. Transactions involving
VIEs are havebecome—inereasingly—common. Some reporting entities have
entered into arrangements using VIEs that appear to be designed to avoid
reporting assets and liabilities for which they are responsible, to delay reporting
losses that have already been incurred, or to report gains that are illusory. At the
same time, many reporting entities have used VIEs for valid business purposes
and have properly accounted for those VIEs based on guidance and accepted
practice.

810-10-05-10 Some relationships between reporting entities and VIEs are similar
to relationships established by majority voting interests, but VIEs often are
arranged without a governing board or with a governing board that has limited



ability to make decisions that affect the VIE’s activities. A VIE’s activities may be
limited or predetermined by the articles of incorporation, bylaws, partnership
agreements, trust agreements, other establishing documents, or contractual
agreements between the parties involved with the VIE. A reporting entity
implicitly chooses at the time of its investment to accept the activities in which the
VIE is permitted to engage. That reporting entity may not need the ability to make
decisions if the activities are predetermined or limited in ways the reporting entity
chooses to accept. Alternatively, the reporting entity may obtain an ability to
make decisions that affect a VIE's activities through contracts, or the VIE’s
governing documents. There may be other techniques for protecting a reporting
entity’s interests. In any case, the reporting entity may receive benefits similar to
those received from a controlling financial interest and be exposed to risks similar
to those received from a controlling financial interest without holding a majority
voting interest (or without holding any voting interest)._The power to direct the
activities of a VIE that most significantly impact the entity’'s economic
performance and the reporting entity’s exposure to the entity’s losses or benefits

[FIN 46(R), paragraph 14A, sequence 121.3.1]-Risks—benefits—or-both are the
determinants of consolidation in the Variable Interest Entities Subsections.

[FIN46(R) paragraph E7 sequence 369] Ihe—ammy—te—make—deerslens—is

Entities Subsections also provide gwdance on determlnlng ‘whether fees paid to
a decision maker or serwce Drowder should be considered a varlable |nterest ina

810-10-05-11 VIEs often are created for a single specified purpose, for example,
to facilitate securitization, leasing, hedging, research and development,
reinsurance, or other transactions or arrangements. The activities may be
predetermined by the documents that establish the VIEs or by contracts or other
arrangements between the parties involved. However, those characteristics do
not define the scope of the Variable Interest Entities Subsections because other
entities may have those same characteristics. The distinction between VIEs and
other entities is based on the nature and amount of the equity investment and the
rights and obligations of the equity investors.

810-10-05-12 Because the equity investors in an entity other than a VIE
generally absorb losses first, they can be expected to resist arrangements that
give other parties the ability to significantly increase their risk or reduce their
benefits. Other parties can be expected to align their interests with those of the
equity investors, protect their interests contractually, or avoid any involvement
with the entity.



810-10-05-13 In contrast, either a VIE does not issue voting interests (or other
interests with similar rights) or the total equity investment at risk is not sufficient
to permit the legal entity to finance its activities without additional subordinated
financial support. If a legal entity does not issue voting or similar interests or if the
equity investment is insufficient, that legal entity’s activiies may be
predetermined or decision-making ability is determined contractually. If the total
equity investment at risk is not sufficient to permit the legal entity to finance its
activities, the parties providing the necessary additional subordinated financial
support most likely will not permit an equity investor to make decisions that may
be counter to their interests. That means that the usual condition for establishing
a controlling financial interest as a majority voting interest does not apply to VIEs.
Consequently, a standard for consolidation that requires ownership of voting
stock or some other form of decision-making ability is not appropriate for such
entities.

6. Add paragraphs 810-10-15-13A through 15-13B, with a link to transition
paragraph 810-10-65-2, as follows:

Consolidation—Overall—Scope and Scope Exceptions

> Overall Guidance

810-10-15-13 The Variable Interest Entities Subsections follow the same Scope
and Scope Exceptions as outlined in the General Subsection of this Subtopic,
see paragraph 810-10-15-1, with specific transaction qualifications and
exceptions noted below.

810-10-15-13A For purposes of applying the Variable Interest Entities
Subsections, only substantive terms, transactions, and arrangements, whether
contractual or noncontractual, shall be considered. Any term, transaction, or
arrangement [FIN 46(R), paragraph 2A, sequence 62.1] shall be disregarded
when applying the provisions of the Variable Interest Entities Subsections [FIN
46(R), paragraph 2A, sequence 62.3]_if the term, transaction, or arrangement
does not have a substantive effect on any of the following: [FIN 46(R),
paragraph 2A, sequence 62.2]

a. A leqgal entity’s status as a VIE [FIN 46(R), paragraph 2A, sequence
62.2.1]

b. A reporting entity’'s power over a VIE [FIN 46(R), paragraph 2A,
sequence 62.2.2]

c. A reporting entity’s obligation to absorb losses or its right to receive
benefits of the legal entity. [FIN 46(R), paragraph 2A, sequence
62.2.3]




810-10-15-13B Judgment, based on consideration of all the facts and
circumstances, is needed to distinguish substantive terms, transactions, and
arrangements from nonsubstantive terms, transactions, and arrangements. [FIN
46(R), paragraph 2A, sequence 62.4]

7. Amend paragraph 810-10-15-14, with a link to transition paragraph 810-
10-65-2, as follows:

> Entities

810-10-15-14 A legal entity shall be subject to consolidation under the guidance
in the Variable Interest Entities Subsections if, by design, any of the following
conditions exist: exist-(The phrase by design refers to legal entities that meet the
conditions in this paragraph because of the way they are structured. For
example, a legal entity under the control of its equity investors that originally was
not a variable interest entity [VIE] does not become one because of operating
losses. The design of the legal entity is important in the application of these

provisions.)previsions-):

a. The total equity investment (equity investments in a legal entity are
interests that are required to be reported as equity in that entity’s
financial statements) at risk is not sufficient to permit the legal entity to
finance its activities without additional subordinated financial support
provided by any parties, including equity holders. For this purpose, the
total equity investment at risk has all of the following characteristics:

1. Includes only equity investments in the legal entity that participate
significantly in profits and losses even if those investments do not
carry voting rights

2. Does not include equity interests that the legal entity issued in
exchange for subordinated interests in other VIEs

3. Does not include amounts provided to the equity investor directly or
indirectly by the legal entity or by other parties involved with the
legal entity (for example, by fees, charitable contributions, or other
payments), unless the provider is a parent, subsidiary, or affiliate
of the investor that is required to be included in the same set of
consolidated financial statements as the investor

4. Does not include amounts financed for the equity investor (for
example, by loans or guarantees of loans) directly by the legal
entity or by other parties involved with the legal entity, unless that
party is a parent, subsidiary, or affiliate of the investor that is
required to be included in the same set of consolidated financial
statements as the investor. [FIN 46(R), paragraph 5, sequence 89]

Paragraphs 810-10-25-45 through 25-4725-46{change made in

current and pending text} discuss the amount of the total equity



investment at risk that is necessary to permit a legal entity to finance its
activities without additional subordinated financial support.
As a group the holders of the equity investment at risk lack any one of

the following three characteristics-ef-a-controllingfinancial-interest:

1

The power, direet-or-indirectability-through voting rights or similar
rights—rights, to make—decisions—about—alegal-entitys—direct the
activities of athat-have-asignificant-effect-on-the success-of the
legal entity_that most significantly impact the entity’'s economic
performance. The investors do not have that ability-power through
voting rights or similar rights if no owners hold voting rights or
similar rights (such as those of a common shareholder in a
corporation or a general partner in a partnership). Legal entities that
are not controlled by the holder of a majority voting interest
because of minority veto rights as discussed in paragraphs 810-10-
25-2 through 25-14 are not VIEs if the shareholders as a group
have the power to control the entity and the equity investment
meets the other requirements of the Variable Interest Entities
Subsections. Kick-out right or participating right held by the
holders of the equity investment at risk shall not prevent interests
other than the equity investment from having this characteristic
unless a single equity holder (including its related parties and de
facto agents) has the unilateral ability to exercise such rights.
Alternatively, interests other than the equity investment at risk that
provide the holders of those interests with kick-out rights or
participating rights shall not prevent the equity holders from having
this characteristic unless a single reporting entity (including its
related parties and de facto agents) has the unilateral ability to
exercise those rights. A decision maker also shall not prevent the
equity holders from having this characteristic unless the fees paid
to the decision maker represent a variable interest based on
paragraphs 810-10-55-37 through 55-38. [FIN 46(R), paragraph 5,
sequence 94.1]

The obligation to absorb the expected losses of the legal entity.
The investor or investors do not have that obligation if they are
directly or indirectly protected from the expected losses or are
guaranteed a return by the legal entity itself or by other parties
involved with the legal entity. See paragraphs 810-10-25-55
through 25-56 and Example 1 (see paragraph 810-10-55-42) for a
discussion of expected losses.

The right to receive the expected residual returns of the legal
entity. The investors do not have that right if their return is capped
by the legal entity’s governing documents or arrangements with
other variable interest holders or the legal entity. For this purpose,
the return to equity investors is not considered to be capped by the
existence of outstanding stock options, convertible debt, or similar




interests because if the options in those instruments are exercised,
the holders will become additional equity investors.

ofthatinvestment—with—the—characteristics—of a—controllingfinancial

interestIf interests other than the equity investment at risk provide the

holders of that investment with these the-characteristics ef-a-controlling
financiaknterest-or if interests other than the equity investment at risk
prevent the equity holders from having these the—necessary
characteristics, the entity is a VIE.

c. The equity investors as a group also are considered to lack the
characteristic in (b)(1) if both of the following conditions are present:

1. The voting rights of some investors are not proportional to their
obligations to absorb the expected losses of the legal entity, their
rights to receive the expected residual returns of the legal entity, or
both.

2. Substantially all of the legal entity’s activities (for example,
providing financing or buying assets) either involve or are
conducted on behalf of an investor that has disproportionately few
voting rights. [FIN 46(R), paragraph 5, sequence 99.1.2.2] This
provision is necessary to prevent a primary beneficiary from
avoiding consolidation of a VIE by organizing the legal entity with
nonsubstantive voting interests. Activities that involve or are
conducted on behalf of the related parties of an investor with
disproportionately few voting rights shall be treated as if they
involve or are conducted on behalf of that investor. The term
related parties in this paragraph refers to all parties identified in
paragraph 810-10-25-43, except for de facto agents under
paragraph_810-10-25-43(d)-840-10-25-43(d}{H.

For purposes of applying this requirement, reporting entities shall

consider each party’s obligations to absorb expected losses and rights

to receive expected residual returns related to all of that party’s interests
in the legal entity and not only to its equity investment at risk.

810-10-15-15 Portions of legal entities or aggregations of assets within a legal
entity shall not be treated as separate entities for purposes of applying the
Variable Interest Entities Subsections unless the entire entity is a VIE. Some
examples are divisions, departments, branches, and pools of assets subject to
liabilities that give the creditor no recourse to other assets of the entity. Majority-
owned subsidiaries are legal entities separate from their parents that are subject
to the Variable Interest Entities Subsections and may be VIEs.

810-10-15-16 Because reconsideration of whether a legal entity is subject to the
Variable Interest Entities Subsections is required only in certain circumstances,
the initial application to a legal entity that is in the development stage is very



important. [FIN 46(R), paragraph 11, sequence 115.1] Guidelines for identifying a
development stage entity appear in paragraph 915-10-05-2. A development
stage entity is a VIE if it meets any of the conditions in paragraph 810-10-15-14.
A development stage entity does not meet the condition in paragraph 810-10-15-
14(a) if it can be demonstrated that the equity invested in the legal entity is
sufficient to permit it to finance the activities it is currently engaged in (for
example, if the legal entity has already obtained financing without additional
subordinated financial support) and provisions in the legal entity’'s governing
documents and contractual arrangements allow additional equity investments.
However, sufficiency of the equity investment should be reconsidered as required
by paragraph 810-10-35-4, for example, if the legal entity undertakes additional
activities or acquires additional assets.

8. Amend paragraph 810-10-15-17, with a link to transition paragraph 810-
10-65-2, as follows:

810-10-15-17 The following exceptions to the Variable Interest Entities
Subsections apply to all legal {change made to pending content linked to
transition paragraph 860-10-65-2 with no effect on transition} entities in addition
to the exceptions listed in paragraph 810-10-15-12:

a. Not-for-profit entities (NFPs) are not subject to the Variable Interest
Entities Subsections, except that they may be related parties for
purposes of applying paragraphs 810-10-25-42 through 25-44. In
addition, if an NFP is used by business reporting entities in a manner
similar to a VIE in an effort to circumvent the provisions of the Variable
Interest Entities Subsections, that NFP shall be subject to the guidance
in the Variable Interest Entities Subsections.

b. Separate accounts of life insurance entities as described in Topic 944
are not subject to consolidation according to the requirements of the
Variable Interest Entities Subsections.

c. A reporting entity with an interest in a VIE or potential VIE created
before December 31, 2003, is not required to apply the guidance in the
Variable Interest Entities Subsections to that VIE or legal {change made
to pending content linked to transition paragraph 860-10-65-2 with no
effect on transition} entity if the reporting entity, after making an
exhaustive effort, is unable to obtain the information necessary to do
any one of the following:

1. Determine whether the legal entity is a VIE

2. Determine whether the reporting entity is the VIE's primary
beneficiary

3. Perform the accounting required to consolidate the VIE for which it
is determined to be the primary beneficiary.

This inability to obtain the necessary information is expected to be

infrequent, especially if the reporting entity participated significantly in



the design or redesign of the legal entity. The scope exception in this

provision applies only as long as the reporting entity continues to be

unable to obtain the necessary information. ParagraphParagraphs 810-

10-50-6—{for-a—nenpublicentity}-and-810-10-50-16(for a—public—entity}

requires-require certain disclosures to be made about interests in legat

entitiesVIEs subject to this provision. Paragraphs 810-10-30-7 through
30-9 provide transition guidance for a reporting entity that subsequently
obtains the information necessary to apply the Variable Interest Entities
Subsections to a legal-entityVIE subject to this exception.
An entity that is deemed to be a business need not be evaluated by a
reporting entity to determine if the legal entity is a VIE under the
requirements of the Variable Interest Entities Subsections unless any of
the following conditions exist (however, for legal entities that are
excluded by this provision, other generally accepted accounting
principles [GAAP] should be applied):

1. The reporting entity, its related parties (all parties identified in
paragraph 810-10-25-43, except for de facto agents under
paragraph 810-10-25-43(d)840-10-25-43{e){1}), or both participated
significantly in the design or redesign of the legal entity. However,
this condition does not apply if the legal entity is an operating joint
venture under joint control of the reporting entity and one or more
independent parties or a franchisee.

2. The legal entity is designed so that substantially all of its activities
either involve or are conducted on behalf of the reporting entity and
its related parties.

3. The reporting entity and its related parties provide more than half of
the total of the equity, subordinated debt, and other forms of
subordinated financial support to the legal entity based on an
analysis of the fair values of the interests in the legal entity.

4. The activities of the legal entity are primarily related to
securitizations or other forms of asset-backed financings or single-
lessee leasing arrangements.

A legal entity that previously was not evaluated to determine if it was a

VIE because of this provision need not be evaluated in future periods as

long as the legal entity continues to meet the conditions in (d).

> Transactions

810-10-15-20 The guidance in the Consolidation of Entities Controlled by
Contract Subsections applies, in part, to contractual management arrangements
with both of the following characteristics:

Relationships between entities that operate in the health care industry
including the practices of medicine, dentistry, veterinary science, and



chiropractic medicine (for convenience, entities engaging in these
practices are collectively referred to as physician practices)

b. Relationships in which the physician practice management entity does
not own the majority of the outstanding voting equity instruments of the
physician practice, whether because the physician practice
management entity is precluded by law from owning those equity
instruments or because the physician practice management entity has
elected not to own those equity instruments.

As stated in the preceding paragraph, there may be industries other than the
health care industry in which a contractual management arrangement is
established under circumstances similar to those addressed in the Consolidation
of Entities Controlled by Contract Subsections.

9. Amend paragraph 810-10-15-21, with no link to a transition paragraph, as
follows:

810-10-15-21 A physician practice management entity can establish a controlling
financial interest in a physician practice through contractual management
arrangements. Specifically, a controlling financial interest exists if, for a requisite
period of time, the physician practice management entity has control over the
physician practice and has a financial interest in the physician practice that
meets all six of the requirements listed in the following paragraph. That
paragraph contains guidance that describes how those six requirements are to
be applied. Paragraph 810-10-55-206 840-10-55-90—contains a decision tree
illustrating the basic analysis called for by both the six requirements and the
presumptive, but not the other, interpretive guidance.

810-10-15-22 If all of the following requirements are met, then the physician
practice management entity has a controlling financial interest in the physician
practice:

a. Term. The contractual arrangement between the physician practice
management entity and the physician practice has both of the following
characteristics:

1. Has a term that is either the entire remaining legal life of the
physician practice entity or a period of 10 years or more

2. Is not terminable by the physician practice except in the case of
gross negligence, fraud, or other illegal acts by the physician
practice management entity, or bankruptcy of the physician practice
management entity.

b. Control. The physician practice management entity has exclusive
authority over all decision making related to both of the following:

1. Ongoing, major, or central operations of the physician practice,
except for the dispensing of medical services. This must include

10



exclusive decision-making authority over scope of services, patient
acceptance policies and procedures, pricing of services, negotiation
and execution of contracts, and establishment and approval of
operating and capital budgets. This authority also must include
exclusive decision-making authority over issuance of debt if debt
financing is an ongoing, major, or central source of financing for the
physician practice.

2. Total practice compensation of the licensed medical professionals
as well as the ability to establish and implement guidelines for the
selection, hiring, and firing of them.

c. Financial interest. The physician practice management entity must have
a significant financial interest in the physician practice that meets both
of the following criteria:

1. Is unilaterally saleable or transferable by the physician practice
management entity

2. Provides the physician practice management entity with the right to
receive income, both as ongoing fees and as proceeds from the
sale of its interest in the physician practice, in an amount that
fluctuates based on the performance of the operations of the
physician practice and the change in the fair value thereof.

Term, control, financial interest, and so forth are further described in paragraphs
810-10-25-63 through 25-79.

10. Add new Master Glossary terms Kick-out Rights, Participating Rights, and
Protective Rights, and amend term Primary Beneficiary, with a link to transition
paragraph 810-10-65-2, as follows:

11



Kick-out Rights

The ability to remove the reporting entity with the power to direct the activities of
a VIE that most significantly impact the VIE’s economic performance. [FIN 46(R),
paragraph 14C, sequence 121.5.1.1]

Participating Rights

The ability to block the actions through which a reporting entity exercises the
power to direct the activities of a VIE that most significantly impact the VIE's
economic performance. [FIN 46(R), paragraph 14C, sequence 121.5.1.3]

Primary Beneficiary

An entity that consolidates a variable interest entity (VIE). See paragraphs 810-
10-25-38 through 25-38G25-44 for guidance on determining the primary
beneficiary.

Protective Rights

Rights designed to protect the interests of the party holding those rights without
giving that party a controlling financial interest in the entity to which they relate.
For example, they include any of the following: [FIN 46(R), paragraph 14C,
sequence 121.5.3]

a. Approval or veto rights granted to other parties that do not affect the
activities that most significantly impact the entity’'s economic
performance. Protective rights often apply to fundamental changes in
the activities of an entity or apply only in_exceptional circumstances.
Examples include both of the following: [FIN 46(R), paragraph 14C,
sequence 121.5.3.1]

1. A lender might have rights that protect the lender from the risk that
the entity will change its activities to the detriment of the lender,
such as selling important assets or undertaking activities that
change the credit risk of the entity. [FIN 46(R), paragraph 14C,
sequence 121.5.3.1.1]

2. Other interests might have the right to approve a capital
expenditure greater than a particular amount or the right to approve
the issuance of equity or debt instruments. [FIN 46(R), paragraph
14C, sequence 121.5.3.1.2]

b. The ability to remove the reporting entity that has a controlling financial
interest in the entity in circumstances such as bankruptcy or on breach
of contract by that reporting entity. [FIN 46(R), paragraph 14C,
sequence 121.5.3.2]

12



c. Limitations on the operating activities of an entity. For example, a
franchise agreement for which the entity is the franchisee might restrict
certain _activities of the entity but may not give the franchisor a
controlling financial interest in the franchisee. Such rights may only
protect the brand of the franchisor. [FIN 46(R), paragraph 14C,
sequence 121.5.3.3]

11.  Amend paragraph 810-10-25-21, with a link to transition paragraph 810-
10-65-2, as follows:

Consolidation—Overall—Recognition

810-10-25-20 This Subsection addresses various transactional considerations in
determining whether a legal entity is a variable interest entity (VIE) and would
need to be consolidated by the reporting entity, specifically:

a. Determining the variability to be considered
b. Initial involvement with a legal entity
c. Consolidation based on variable interests

1. The effect of related parties

2. Sufficiency of equity at risk

3. Implicit variable interests

4. Variable interest and interests in specific assets of a VIE.

> Determining the Variability to Be Considered

810-10-25-21 The variability that is considered in applying the Variable Interest
Entities Subsections affects the determination of all of the following:

a. Whether the legal entity is a VIE
b. Which interests are variable interests in the legal entity
c.  Which party, if any, is the primary beneficiary of the VIE.

That variability will affect any calculation of expected losses and expected
residual returns, if such a calculation is necessary. Paragraph 810-10-25-38A
provides guidance on the use of a quantitative approach associated with
expected losses and expected residual returns in_connection with determining
which party is the primary beneficiary.

12. Amend paragraphs 810-10-25-22 and 810-10-25-36, with no link to a
transition paragraph, as follows:

13



810-10-25-22 The variability to be considered in applying the Variable Interest
Entities Subsections shall be based on an analysis of the design of the legal
entity as outlined in the following steps:

a. Step 1: Analyze the nature of the risks in the legal entity (see
paragraphs 810-10-25-24 through 25-25).

b. Step 2: Determine the purpose(s) for which the legal entity was created
and determine the variability (created by the risks identified in Step 1)
the legal entity is designed to create and pass along to its interest
holders (see paragraphs 810-10-25-26 through 25-3636).

810-10-25-36 If the changes in the fair value or cash flows of the derivative
instrument are expected to offset all, or essentially all, of the risk or return (or
both) related to a majority of the assets (excluding the derivative instrument) or
operations of the legal entity, the design of the legal entity will need to be
analyzed further to determine whether that instrument should be considered a
creator of variability or a variable interest. For example, if a written call or put
option or a total return swap that has the characteristics in (a) and (b) in the
preceding paragraph relates to the majority of the assets owned by a legal entity,
the design of the legal entity will need to be analyzed further (see paragraphs
810-10-25-21 through 25-29) to determine whether that instrument should be
considered a creator of variability or a variable interest.

13. Amend paragraphs 810-10-25-37 through 25-38, with a link to transition
paragraph 810-10-65-2, as follows:

> Initial Involvement with a Legal Entity

810-10-25-37 The initial determination of whether a legal entity is a VIE shall be
made on the date at which a reporting entity becomes involved with the legal
entity. For purposes of the Variable Interest Entities Subsections, involvement
with a legal entity refers to ownership, contractual, or other pecuniary interests
that may be determined to be variable interests. That determination shall be
based on the circumstances on that date including future changes that are
required in existing governing documents and existing contractual arrangements.

A _repnorina-en
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> Consolidation Based on Variable Interests

810-10-25-38 A reporting entity shall consolidate a VIE i#-when that reporting
entity has a variable interest (or combination of variable interests) that provides
the reporting entity with a controlling financial interest on the basis of the
provisions in paragraphs 810-10-25-38A through 25-38G. The reporting entity

that consolldates a VIE is called the prlmarv benef|C|arv of that VIE. Wm—abser-b—a

variable—interests—will-abserb—amajorityof a\VE's—expectedHosses,receive—a
majeﬁty—ef—theAAEs—e*peeted—Fe&duat—retums—ePbeth.—[FlN 46(R),

14.  Add paragraphs 810-10-25-38A through 25-38G, with a link to transition
paragraph 810-10-65-2, as follows:

810-10-25-38A A reporting entity with a variable interest in a VIE shall assess
whether the reporting entity has a controlling financial interest in the VIE and,
thus, is the VIE’'s primary beneficiary. This shall include an assessment of the
characteristics of the reporting entity’s variable interest(s) and other involvements
(including involvement of related parties and de facto agents), if any, in the VIE,
as well as the involvement of other variable interest holders. Paragraph 810-10-
25-43 provides guidance on related parties and de facto agents. Additionally, the
assessment shall consider the VIE’s purpose and design, including the risks that
the VIE was designed to create and pass through to its variable interest holders.
A reporting entity shall be deemed to have a controlling financial interest in a VIE
if it has both of the following characteristics: [FIN 46(R), paragraph 14A,
sequence 121.3]

a. _The power to direct the activities of a VIE that most significantly impact
the VIE’s economic performance [FIN 46(R), paragraph 14A,
sequence 121.3.1]

b. The obligation to absorb losses of the VIE that could potentially be
significant to the VIE or the right to receive benefits from the VIE that
could potentially be significant to the VIE. The quantitative approach
described in the definitions of the terms expected losses, expected
residual returns, and expected variability is not required and shall not
be the sole determinant as to whether a reporting entity has these
obligations or rights. [FIN 46(R), paragraph 14A, sequence 121.3.2]
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Only one reporting entity, if any, is expected to be identified as the primary
beneficiary of a VIE. Although more than one reporting entity could have the
characteristic in (b) of this paragraph, only one reporting entity if any, will have
the power to direct the activities of a VIE that most significantly impact the VIE’s
economic performance. [FIN 46(R), paragraph 14A, sequence 121.3.3]

810-10-25-38B A reporting entity must identify which activities most significantly
impact the VIE’s economic performance and determine whether it has the power
to direct those activities. A reporting entity’s ability to direct the activities of an
entity when circumstances arise or events happen constitutes power if that ability
relates to the activities that most significantly impact the economic performance
of the VIE. A reporting entity does not have to exercise its power in order to have
power to direct the activities of a VIE. [FIN 46(R), paragraph 14B, sequence
121.4]

810-10-25-38C A reporting entity’s determination of whether it has the power to
direct the activities of a VIE that most significantly impact the VIE’s economic
performance shall not be affected by the existence of kick-out rights or
participating rights unless a single reporting entity (including its related parties
and de facto agents) has the unilateral ability to exercise those kick-out rights or
participating rights. A single reporting entity (including its related parties and de
facto agents) that has the unilateral ability to exercise kick-out rights or
participating rights may be the party with the power to direct the activities of a
variable interest entity that most significantly impact the entity’s economic
performance. [FIN 46(R), paragraph 14C, sequence 121.5.1] These
requirements related to kick-out rights and participating rights are limited to this
particular analysis and are not applicable to transactions accounted for under
other authoritative guidance. [FIN 46(R), paragraph 14C, sequence 121.5.1.2]
Protective rights held by other parties do not preclude a reporting entity from
having the power to direct the activities of a variable interest entity that most
significantly impact the entity’s economic performance. [FIN 46(R), paragraph
14C, sequence 121.5.2]

810-10-25-38D If a reporting entity determines that power is, in fact, shared
among multiple unrelated parties such that no one party has the power to direct
the activities of a VIE that most significantly impact the VIE's economic
performance, then no party is the primary beneficiary. Power is shared if two or
more unrelated parties together have the power to direct the activities of a VIE
that most significantly impact the VIE’s economic performance and if decisions
about those activities require the consent of each of the parties sharing power. If
a reporting entity concludes that power is not shared but the activities that most
significantly impact the VIE’s economic performance are directed by multiple
unrelated parties and the nature of the activities that each party is directing is the
same, then the party, if any, with the power over the majority of those activities
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shall be considered to have the characteristic in paragraph 810-10-25-38A(a).
[FIN 46(R), paragraph 14D, sequence 121.5.4]

810-10-25-38E If the activities that impact the VIE’'s economic performance are
directed by multiple unrelated parties, and the nature of the activities that each
party is directing is not the same, then a reporting entity shall identify which party
has the power to direct the activities that most significantly impact the VIE's
economic performance. One party will have this power, and that party shall be
deemed to have the characteristic in paragraph 810-10-25-38A(a). [FIN 46(R),
paragraph 14E, sequence 121.5.5]

810-10-25-38F Although a reporting entity may be significantly involved with the
design of a VIE, that involvement does not, in isolation, establish that reporting
entity as the entity with the power to direct the activities that most significantly
impact the economic performance of the VIE. However, that involvement may
indicate that the reporting entity had the opportunity and the incentive to establish
arrangements that result in the reporting entity being the variable interest holder
with that power. For example, if a sponsor has an explicit or implicit financial
responsibility to ensure that the VIE operates as designed, the sponsor may have
established arrangements that result in the sponsor being the entity with the
power to direct the activities that most significantly impact the economic
performance of the VIE. [FIN 46(R), paragraph 14F, sequence 121.5.6]

810-10-25-38G Consideration shall be given to situations in which a reporting
entity’s economic interest in a VIE, including its obligation to absorb losses or its
right to receive benefits, is disproportionately greater than its stated power to
direct the activities of a VIE that most significantly impact the VIE’s economic
performance. Although this factor is not intended to be determinative in
identifying a primary beneficiary, the level of a reporting entity’s economic
interest may be indicative of the amount of power that reporting entity holds. [FIN
46(R), paragraph 14G, sequence 121.5.7]

15. Supersede paragraphs 810-10-25-39 through 25-41, with a link to
transition paragraph 810-10-65-2, as follows:
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part+es—Paraqraph superseded bv Accountrnq Standards Update 2009 17

810 10-25-40 A—heldeee#a—vanable—merest—that—rs#ret—the—pﬂmary—beneﬂerary

- Paragraph superseded bv

Accounting Standards Update 2009-17.

810- 10-25-41 A—treubled—debt—restrue&mng—asdeﬂﬂed—%paragﬁaphs%e—%

Paraqraph superseded bv

Accounting Standards Update 2009-17.

> > The Effect of Related Parties

810-10-25-42 For purposes of determining whether it is the primary beneficiary of
a VIE, a reporting entity with a variable interest shall treat variable interests in
that same VIE held by its related parties as its own interests. [FIN 46(R),
paragraph 16, sequence 123.1]

16.  Amend paragraphs 810-10-25-43 through 25-44, with a link to transition
paragraph 810-10-65-2, as follows:

810-10-25-43 For purposes of the Variable Interest Entities Subsections, the
term related parties includes those parties identified in Topic 850 and certain
other parties that are acting as de facto agents or de facto principals of the
variable interest holder. All of the following are considered to be de facto agents
of a reporting entity:

a. A party that cannot finance its operations without subordinated
financial support from the reporting entity, for example, another VIE of
which the reporting entity is the primary beneficiary

b. A party that received its interests as a contribution or a loan from the
reporting entity

c. An officer, employee, or member of the governing board of the reporting
entity
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d. A party that has either-ofthe-following:-an agreement that it cannot sell,

transfer, or encumber its interests in the VIE without the prior approval
of the reporting entity. [FIN 46(R), paragraph 16, sequence 127.2.1]
The right of prior approval creates a de facto agency relationship only if
that_right could constrain the other party’s ability to manage the
economic risks or realize the economic rewards from its interests in a
VIE through the sale, transfer, or _encumbrance of those interests.
However, a de facto agency relationship does not exist if both the
reporting entity and the party have right of prior approval and the rights
are based on mutually agreed terms by willing, independent parties.
[FIN 46(R), paragraph 16, sequence 127.2.2.2.1]

1. . . : ., ! ... .

Subparagraph superseded by Accounting Standards Update 2009-
17.

Subparagraph superseded by Accounting Standards Update 2009-

e. A party that has a close business relationship like the relationship
between a professional service provider and one of its significant
clients. [FIN 46(R), paragraph 16, sequence 127.3]

810-10-25-44 In situations in which a reporting entity concludes that neither it nor
one of its related parties has the characteristics in paragraph 810-10-25-38A but,
as a group, the reporting entity and its related parties [FIN 46(R), paragraph 16,

sequence 127.4]-H-two—ormore—relatedparties (including the de facto agents
descrlbed in the precedlng paragraph) have those characterlstlcs helel—var—rabte

beneﬂerary—then the party W|th|n the related party group that is most cIoser
associated with the VIE is the primary beneficiary. The determination of which
party within the related party group is most closely associated with the VIE
requires judgment and shall be based on an analysis of all relevant facts and
circumstances, including all of the following:

a. The existence of a principal-agency relationship between parties within
the related party group

b. The relationship and significance of the activities of the VIE to the
various parties within the related party group
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c. A party’s exposure to the expectedlosses-variability associated with the
anticipated economic performance of the VIE
d. The design of the VIE.

> > Implicit Variable Interests

810-10-25-48 Implicit variable interests commonly arise in leasing arrangements
among related parties, and in other types of arrangements involving related
parties and unrelated parties.

810-10-25-49 The following guidance addresses whether a reporting entity
should consider whether it holds an implicit variable interest in a VIE or potential
VIE if specific conditions exist.

810-10-25-50 The identification of variable interests (implicit and explicit) may
affect the following:

a. The determination as to whether the potential VIE shall be considered a
VIE

b. The calculation of expected losses and residual returns

c. The determination as to which party, if any, is the primary beneficiary of
the VIE.

Thus, identifying whether a reporting entity holds a variable interest in a VIE or
potential VIE is necessary to apply the provisions of the guidance in the Variable
Interest Entities Subsections.

810-10-25-51 An implicit variable interest is an implied pecuniary interest in a VIE
that changes with changes in the fair value of the VIE’s net assets exclusive of
variable interests. Implicit variable interests may arise from transactions with
related parties, as well as from transactions with unrelated parties.

810-10-25-52 The identification of explicit variable interests involves determining
which contractual, ownership, or other pecuniary interests in a legal entity directly
absorb or receive the variability of the legal entity. An implicit variable interest
acts the same as an explicit variable interest except it involves the absorbing and
(or) receiving of variability indirectly from the legal entity, rather than directly from
the legal entity. Therefore, the identification of an implicit variable interest
involves determining whether a reporting entity may be indirectly absorbing or
receiving the variability of the legal entity. The determination of whether an
implicit variable interest exists is a matter of judgment that depends on the
relevant facts and circumstances. For example, an implicit variable interest may
exist if the reporting entity can be required to protect a variable interest holder in
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a legal entity from absorbing losses incurred by the legal entity. See Example 4
(paragraph 810-10-55-87) for an illustration of this guidance.

17.  Amend paragraphs 810-10-25-53 through 25-54, with a link to transition
paragraph 810-10-65-2, as follows:

810-10-25-53 The significance of a reporting entity’s involvement or interest shall
not be considered in determining whether the reporting entity holds an implicit

varlable mterest in the Iegal entlty—Rafeher—the—srgmﬂeanee—ef—the—repemng

an interest in, or other |nvolvement with, a VIE or potential VIE that is not
considered a variable interest, and the reporting entity’s related party holds a
variable interest in the same VIE or potential VIE. A reporting entity’s interest in,
or other pecuniary involvement with, a VIE may take many different forms such
as a lessee under a leasing arrangement or a party to a supply contract, service
contract, or derivative contract.

810-10-25-54 The reporting entity shall consider whether it holds an implicit
variable interest in the VIE or potential VIE. The determination of whether an
implicit variable interest exists shall be based on all facts and circumstances in
determining whether the reporting entity may absorb variability of the VIE or
potential VIE. A reporting entity that holds an implicit variable interest in a VIE
and is a related party to other variable interest holders shall apply the guidance in
paragraph 810-10-25-44 to determine whether it is the primary beneficiary of the
VIE. That is, if the aggregate variable interests held by the reporting entity (both
implicit and explicit variable interests) and its related parties would, if held by a
single party, identify that party as the primary beneficiary, then the party within
the related party group that is most closely associated with the VIE is the primary
beneficiary. The guidance in paragraphs 810-10-25-48 through 25-54 applies to
related parties as defined in paragraph 810-10-25-43. For example, the guidance
in paragraphs 810-10-25-48 through 25-54 applies to any of the following
situations:

a. Areporting entity and a VIE are under common control.

b. A reporting entity has an interest in, or other involvement with, a VIE
and an officer of that reporting entity has a variable interest in the same
VIE.

c. A reporting entity enters into a contractual arrangement with an
unrelated third party that has a variable interest in a VIE and that
arrangement establishes a related party relationship.
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18.  Amend paragraphs 810-10-30-7 through 30-8, with a link to transition
paragraph 810-10-65-2, as follows:

Consolidation—Overall—Initial Measurement

> Initial Consolidation when Earlier Consolidation Was Prevented Due to
Lack of Information

810-10-30-7 A reporting entity that has not applied the Variable Interest Entities
Subsections to a legal entity because of the condition described in paragraph
810-10-15-17(c) and that subsequently obtains the information necessary to
apply the Variable Interest Entities Subsections to that entity shall apply the
provisions of the Variable Interest Entities Subsections as of the date the
|nformat|on is acquwed in accordance W|th the foIIowmg paragraph —Restatement
ired: [FAS

167, paragraph 10 sequence 10]

810-10- 3081he—eensehdaang—erm%y—shau—rmaauy—measure4he—assets—habmae&

reqwremen%s—eHheA#aHable—m{erespEnhhes—Subseeae%—ﬁrsLapply—The initial
measurement by a consolidating entity of the assets, liabilities, and
noncontrolling interests of the VIE at the date the requirements of the Variable
Interest Entities Subsections first apply depends on whether the determination of
their carrying amounts is practicable. In this context, carrying amounts earrying
amounts-refers to the amounts at which the assets, liabilities, and noncontrolling
interests would have been carried in the consolidated financial statements if the
Variable Interest Entities Subsections had been effective when the reporting
entlty first met the condltlons to be the prlmary beneﬂmary—lf—deternmnmg—the

as—the—eumuJafwe—eﬁeet—ef—an—aeeeummg—ehange—[FAS 167 paragraph 5

sequence 5.1]

19. Add paragraphs 810-10-30-8A through 30-8D, with a link to transition
paragraph 810-10-65-2, as follows:

810-10-30-8A If determining the carrying amounts is practicable, the
consolidating entity shall initially measure the assets, liabilities, and
noncontrolling interests of the VIE at their_carrying amounts at the date the
Variable Interest Entities Subsections first apply. [FAS 167, paragraph 5,
sequence 5.1]
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810-10-30-8B If determining the carrying amounts is not practicable, [FAS 167,
paragraph 5, sequence 5.3] the assets, liabilities, and noncontrolling interests of
the VIE shall be measured at fair value at the date the Variable Interest Entities
Subsections first apply. However, [FAS 167, paragraph 5, sequence 5.2] as an
alternative to this fair value measurement requirement, [FAS 167, paragraph 5,
sequence 5.5] the assets and liabilities of the VIE may be measured at their
unpaid principal balances [FAS 167, paragraph 5, sequence 5.4] at the date the
Variable Interest Entities Subsections first apply [FAS 167, paragraph 5,
sequence 5.6] if both of the following conditions are met: [author-generated]

a. The activities of the VIE are primarily related to securitizations or other
forms of asset-backed financings. [FAS 167, paragraph 5, sequence
5.3.1]

b. The assets of the VIE can be used only to settle obligations of the entity.
[FAS 167, paragraph 5, sequence 5.3.2]

810-10-30-8C The measurement alternative in the preceding paragraph 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 standards, shall be measured at fair value. [FAS
167, paragraph 5, sequence 5.7]

810-10-30-8D Any difference between the net amount added to the balance
sheet of the consolidating entity and the amount of any previously recognized
interest in the newly consolidated VIE shall be recognized as a cumulative-effect
adjustment to retained earnings. [FAS 167, paragraph 5, sequence 5.8]

20.  Amend paragraph 810-10-30-9, with a link to transition paragraph 810-10-
65-2, as follows:

810-10-30-9 The Variable Interest Entities Subsections may be applied
retrospectively in byrestating-previously issued financial statements for one or
more years with a cumulative-effect adjustment to retained earnings as of the
beginning of the first year restated. [FAS 167, paragraph 9, sequence 9]

21.  Amend paragraph 810-10-35-4, with a link to transition paragraph 810-10-
65-2, as follows:
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Consolidation—Overall—Subsequent Measurement

> Reconsideration of Initial Determination of VIE Status

810-10-35-4 A legal entity that previously was not subject to the Variable Interest
Entities Subsections shall not become subject to them simply because of losses
in excess of its expected losses that reduce the equity investment. The initial
determination of whether a legal entity is a VIE shall be reconsidered if any of the
following occur:

a. The legal entity’s governing documents or contractual arrangements are
changed in a manner that changes the characteristics or adequacy of
the legal entity’s equity investment at risk.

b. The equity investment or some part thereof is returned to the equity
investors, and other interests become exposed to expected losses of
the legal entity.

c. The legal entity undertakes additional activities or acquires additional
assets, beyond those that were anticipated at the later of the inception
of the entity or the latest reconsideration event, that increase the entity’s
expected losses.

d. The legal entity receives an additional equity investment that is at risk,
or the legal entity curtails or modifies its activities in a way that
decreases its expected losses.

e. Changes in facts and circumstances occur such that the holders of the
equity investment at risk, as a group, lose the power from voting rights
or similar rights of those investments to direct the activities of the entity
that most significantly impact the entity’s economic performance. [FIN
46(R), paragraph 7, sequence 107.1]

22. Supersede paragraph 810-10-35-5, with a link to transition paragraph
810-10-65-2, as follows:

810-10-35-5 A-troubled-debtrestructuring,as-defined-in-paragraphs-310-40-15-5
a 0

4

23.  Add Subsection and new paragraph 810-10-45-25, with a link to transition
paragraph 810-10-65-2, as follows:
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Variable Interest Entities

810-10-45-25 A reporting entity shall present each of the following separately on
the face of the statement of financial position: [FIN 46(R), paragraph 22A,
sequence 140.1.1]

a. Assets of a consolidated variable interest entity{Glossary-Variable
Interest Entity} (VIE) that can be used only to settle obligations of the
consolidated VIE [FIN 46(R), paragraph 22A, sequence 140.1.1.1]

b. Liabilities of a consolidated VIE for which creditors (or beneficial interest
holders) do not have recourse to the general credit of the primary
beneficiary. [FIN 46(R), paragraph 22A, sequence 140.1.1.2]

24.  Supersede paragraph 810-10-50-2A and its related heading, with a link to
transition paragraph 810-10-65-2, as follows:

All Entities. within the S £ Subtoni

810-10-50-2A

Editor’s Note: The content of 810-10-50-2A will be superseded upon transition,
together with its heading.

> Nonpublic Entities

Paragraph superseded by Accounting Standards Update 2009-17.

25.  Add paragraphs 810-10-50-2AA through 50-2AC, with a link to transition
paragraph 810-10-65-2, as follows:
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810-10-50-2AA The principal objectives of this Subsection’s required disclosures
are to provide financial statement users with an understanding of all of the
following: [FIN 46(R), paragraph 22B, sequence 140.2.1]

a. _The significant judgments and assumptions made by a reporting entity
in_determining whether it must do any of the following: [FIN 46(R),
paragraph 22B, sequence 140.2.1.1]

1. Consolidate a variable interest entity {Glossary-Variable Interest
Entity}(VIE) [FIN 46(R), paragraph 22B, sequence 140.2.1.1.1]

2. Disclose information about its involvement in a VIE. [FIN 46(R),
paragraph 22B, sequence 140.2.1.1.2]

b. The nature of restrictions on a consolidated VIE’'s assets reported by a
reporting entity in_its statement of financial position, including the
carrying amounts of such assets and liabilities. [FIN 46(R), paragraph
22B, sequence 140.2.1.2]

c. The nature of, and changes in, the risks associated with a reporting
entity’s involvement with the VIE. [FIN 46(R), paragraph 22B,
sequence 140.2.1.3]

d. How a reporting entity’s involvement with the VIE affects the reporting
entity’s financial position, financial performance, and cash flows. [FIN
46(R), paragraph 22B, sequence 140.2.1.4]

810-10-50-2AB A reporting entity shall consider the overall objectives in the
preceding paragraph in providing the disclosures required by this Subsection. To
achieve those objectives, a reporting entity may need to supplement the
disclosures otherwise required by this Subsection, depending on the facts and
circumstances surrounding the VIE and a reporting entity’s interest in that VIE.
[FIN 46(R), paragraph 22B, sequence 140.2.1.5]

810-10-50-2AC The disclosures required by this Subsection may be provided in
more than one note to the financial statements, as long as the objectives in
paragraph 810-10-50-2AA are met. If the disclosures are provided in more than
one note to the financial statements, the reporting entity shall provide a cross
reference to the other notes to the financial statements that provide the
disclosures prescribed in this Subsection for similar entities. [FIN 46(R),
paragraph 25, sequence 150.1]

26. Amend the level of subordination for the following heading, amend the
heading, and amend paragraph 810-10-50-3, with a link to transition paragraph
810-10-65-2, as follows:

26



> > Primary Beneficiary of a VIE

810-10-50-3 The primary beneficiary of a variable-interest-entity (\E)-VIE
that is a business shall provide the disclosures required by other guidanceFepic
805. The primary beneficiary of a VIE that is not a business shall disclose the
amount of gain or loss recognized on the initial consolidation of the VIE. In
addition to disclosures required elsewhere in this Topic, the primary beneficiary
of a VIE shall disclose all of the following (unless the primary beneficiary also
holds a majority voting interest):

a. TFhenature—purpose—size—and—activities—of theIESubparagraph
superseded by Accounting Standards Update 2009-17.

b.
collateral—for—the—\IE's—obligationsSubparagraph superseded by

Accounting Standards Update 2009-17.

bb. The carrying amounts and classification of the VIE's assets and
liabilities in the statement of financial position that are consolidated in
accordance with the Variable Interest Entities Subsections, including
qualitative information about the relationship(s) between those assets
and liabilities. For example, if the VIE’s assets can be used only to settle
obligations of the VIE, the reporting entity shall disclose qualitative
information about the nature of the restrictions on those assets. [FIN
46(R), paragraph 23A, sequence 143.1]

c. Lack of recourse if creditors (or beneficial interest holders) of a
consolidated VIE have no recourse to the general credit of the primary
beneficiarybeneficiary. [FIN 46(R), paragraph 23A, sequence 144.1]

d. Terms of arrangements, giving consideration to both explicit
arrangements and implicit variable interests that could require the
reporting entity to provide financial support (for example, liquidity
arrangements and obligations to purchase assets) to the VIE, including
events or circumstances that could expose the reporting entity to a loss.
[FIN 46(R), paragraph 23A, sequence 145.1]

A VIE may issue voting equity interests, and the entity that holds a majority
voting interest also may be the primary beneficiary of the VIE. If so, and if the VIE
meets the definition of a business and the VIE's assets can be used for
purposes other than the settlement of the VIE’s obligations, the disclosures in
this paragraph are not required. [FIN 46(R), paragraph 22E, sequence 104.6.1]

27. Amend the level of subordination for the following heading, amend the
heading, and amend paragraph 810-10-50-4, with a link to transition paragraph
810-10-65-2, as follows:
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>-> Nonprimary Beneficiary Holder of a Significant-Variable Interest in a VIE

810-10-50-4 A-reporting-entity-that-holds—a-significant-variable-interest-ina-IE
but-is—net-the-primary-beneficiary-shall-disclose—all-thefellowing:—In_addition to

disclosures required by other guidance, a reporting entity that holds a variable

interest in a VIE, but is not the VIE’s primary beneficiary, shall disclose: [FIN

46(R), paragraph 24, sequence 149.1]

a.

beganThe carrying amounts and classification of the assets and
liabilities in the reporting entity’s statement of financial position that
relate to the reporting entity’s variable interest in the VIE. [FIN 46(R),
paragraph 24, sequence 149.1.1]

Fhe-nature,—purposesize—and-activities-of the VIEThe reporting entity’s
maximum exposure to loss as a result of its involvement with the VIE,
including how the maximum exposure is determined and the significant
sources of the reporting entity’s exposure to the VIE. If the reporting
entity’s maximum exposure to loss as a result of its involvement with the
VIE cannot be quantified, that fact shall be disclosed. [FIN 46(R),
paragraph 24, sequence 149.1.2]

Thereporting—entity’'s—maximum-—exposure—to-loss—as—a result-of-its
involvement-with-the \VAE-A tabular comparison of the carrying amounts
of the assets and liabilities, as required by (a) above, and the reporting
entity’s maximum exposure to loss, as required by (b) above. A
reporting entity shall provide qualitative and quantitative information to
allow financial statement users to understand the differences between
the two amounts. That discussion shall include, but is not limited to, the
terms of arrangements, giving consideration to both explicit
arrangements and _implicit variable interests, that could require the
reporting entity to provide financial support (for example, liquidity
arrangements and obligations to purchase assets) to the VIE, including
events or circumstances that could expose the reporting entity to a loss.
[FIN 46(R), paragraph 24, sequence 149.1.3]

Information about any liquidity arrangements, guarantees, and/or other

commitments by third parties that may affect the fair value or risk of the
reporting entity’s variable interest in the VIE is encouraged. [FIN 46(R),
paragraph 24, sequence 149.1.4]

If applicable, significant factors considered and judgments made in
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determining that the power to direct the activities of a VIE that most
significantly impact the VIE’s economic performance is shared in
accordance with the guidance in paragraph 810-10-25-38D. [FIN 46(R),
paragraph 24, sequence 149.1.5]




28.  Amend the level of subordination for the following heading and supersede
paragraph 810-10-50-5, with a link to transition paragraph 810-10-65-2, as
follows.

>> Relation to Topic 860 Disclosures

ion-Paragraph superseded by Accounting Standa

29. Add paragraphs 810-10-50-5A through 50-5B and the related heading,
with a link to transition paragraph 810-10-65-2, as follows:

> Primary Beneficiaries or Other Holders of Interests in VIEs

810-10-50-5A A reporting entity that is a primary beneficiary of a VIE or a
reporting entity that holds a variable interest in_a VIE but is not the entity’s
primary beneficiary shall disclose all of the following: [FIN 46(R), paragraph 22E,
sequence 104.6]

a. lts methodology for determining whether the reporting entity is the
primary beneficiary of a VIE, including, but not limited to, significant
judgments and assumptions made. One way to meet this disclosure
requirement would be to provide information about the types of
involvements a reporting entity considers significant, supplemented with
information about how the significant involvements were considered in
determining whether the reporting entity is the primary beneficiary. [FIN
46(R), paragraph 22E, sequence 104.6.1.1]

b. If facts and circumstances change such that the conclusion to
consolidate a VIE has changed in the most recent financial statements
(for example, the VIE was previously consolidated and is not currently
consolidated), the primary factors that caused the change and the effect
on the reporting entity’s financial statements. [FIN 46(R), paragraph
22E, sequence 104.6.1.2]

c. Whether the reporting entity has provided financial or other support
(explicitly or implicitly) during the periods presented to the VIE that it
was not previously contractually required to provide or whether the
reporting entity intends to provide that support, including both of the
following: [FIN 46(R), paragraph 22E, sequence 104.6.1.3]

1.  The type and amount of support, including situations in which the
reporting entity assisted the VIE in obtaining another type of
support [FIN 46(R), paragraph 22E, sequence 104.6.1.3.1]
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2. The primary reasons for providing the support. [FIN 46(R),
paragraph 22E, sequence 104.6.1.3.2]

d. Qualitative and quantitative information about the reporting entity’s
involvement (giving consideration to both explicit arrangements and
implicit variable interests) with the VIE, including, but not limited to, the
nature, purpose, size, and activities of the VIE, including how the VIE is
financed. [FIN 46(R), paragraph 22E, sequence 104.6.1.4] Paragraphs
810-10-25-48 through 25-54 and Example 4 (see paragraph 810-10-55-
87) provide guidance on how to determine whether a reporting entity
has an implicit variable interest in a VIE. [FIN 46(R), paragraph 22E,
sequence 104.6.1.4.1]

810-10-50-5B A VIE may issue voting equity interests, and the entity that holds a
maijority voting interest also may be the primary beneficiary of the VIE. If so, and
if the VIE meets the definition of a business and the VIE’s assets can be used
for purposes other than the settlement of the VIE’s obligations, the disclosures in
the preceding paragraph are not required. [FIN 46(R), paragraph 22E,
sequence 104.6.1]

30. Amend the subordination of the following heading, with a link to transition
paragraph 810-10-65-2, as follows:

>> Scope-Related Disclosures

810-10-50-6 A reporting entity that does not apply the guidance in the Variable
Interest Entities Subsections to one or more VIEs or potential VIEs because of
the condition described in paragraph 810-10-15-17(c) shall disclose all the
following information:

a. The number of legal entities to which the guidance in the Variable
Interest Entities Subsections is not being applied and the reason why
the information required to apply this guidance is not available

b. The nature, purpose, size (if available), and activities of the legal entities
and the nature of the reporting entity’s involvement with the legal
entities

c. The reporting entity’'s maximum exposure to loss because of its
involvement with the legal entities

d. The amount of income, expense, purchases, sales, or other measure of
activity between the reporting entity and the legal entities for all periods
presented. However, if it is not practicable to present that information for
prior periods that are presented in the first set of financial statements for
which this requirement applies, the information for those prior periods is
not required.
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31.  Supersede paragraphs 810-10-50-7 through 50-8 and their related
headings, with a link to transition paragraph 810-10-65-2, as follows:

Public Entiti

810-10-50-7 Paragraph superseded by Accounting Standards Update 2009-

17Dmebsu¥es—a—makpublm—ena%s#au4nake—abeuHﬁEs—aFe—ergamzed—as
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32. Amend paragraphs 810-10-50-9 through 50-10 and change the
subordination level of the related heading, with a link to transition paragraph 810-
10-65-2, as follows:

>> Aggregation of Certain Disclosures

810-10-50-9 Disclosures about VIEs may be reported in the aggregate for similar
entities if separate reporting would not provide more useful information to
financial statement users. A reporting entity shall disclose how similar entities are
aggregated and shall distinguish between:

[FSP—FAS140—4/FIN46(R)-8;
paragraph-C2-sequence-31+-14}-[FIN 46(R), paragraph 22C, sequence 104.4.1]

a. VIEs that are not consolidated because the reporting entity is not the
primary beneficiary but has a sighifiecant—variable interest—er—is—the

sponsor—that—heolds—a—variable—interest [FSP-FAS140-4/FIN4BR)-8;
paragraph-G2—sequence3+4+4 [FIN 46(R), paragraph 22C,
sequence 104.4.1.1]

b. VIEs that are consolidated. [FSP-FAS140—4/FIN46(R)-8,-paragraph-C2;

sequence-31+1-2} [FIN 46(R), paragraph 22C, sequence 104.4.1.2]

In determining whether to aggregate VIEs, the reporting entity shall consider
quantitative and qualitative information about the different risk and reward
characteristics of each VIE and the significance of each VIE to the entity. The
disclosures shall be presented in a manner that clearly and-fully—explains to
financial statement users the nature and extent of an entity’s involvement with

VIEs. [FSPEAS140-4/FIN46(R)-8—paragraph—C2—seguence—32][FIN 46(R),
paragraph 22C, sequence 104.4.2]

810-10-50-10 A reporting entity shall determine, in light of the facts and
circumstances, how much detail it shall provide to satisfy this—Seectior’s
disclesure-the requirements_of the Variable Interest Entities Subsections.;—hew

- . - : A
reporting entity shall also determine how it aggregates information to display its
overall involvements with VIEs with different risk characteristics. The reporting
entity must strike a balance between obscuring important information as a result
of too much aggregation and overburdening financial statements with excessive
detail that may not assist financial statement users to understand the reporting
entity’s financial position. For example, a reporting entity shall not obscure
important information by including it with a large amount of insignificant detail.
Similarly, a reporting entity shall not disclose information that is so aggregated
that it obscures important differences between the types of involvement or

associated risks. [FSP-FAS140-4/FIN46(R)-8,paragraph-C3;-sequence-33][FIN
46(R), paragraph 22D, sequence 104.5]

32



33.  Supersede paragraphs 810-10-50-11 through 50-19 and their related
headings, with a link to transition paragraph 810-10-65-2, as follows:

810-10-50- 11 Paraqraph superseded bv Accountlnq Standards Update 2009-
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810-10-50-13 Paraqraph superseded by Accounting Standards Update 2009-
& ma\

810-10-50-14 Paraqraph superseded by Accountlnq Standards Update 2009-

810-10-50-15 Paragraph superseded by Accounting Standards Update 2009-
17%@%%%%%%%&9%#@%%%
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810-10- 50 17 Paraqraph superseded by Accountlnq Standards Update 2009-
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34.  Supersede paragraphs 810-10-55-5 through 55-8 and the related heading,
with a link to transition paragraph 810-10-65-2, as follows:

Consolidation—Overall—Implementation Guidance and
lllustrations

> Implementation Guidance

A I.D."l.estxel' '"d"les! E‘l‘.b'"t’R.tgl 'l“lakesg.es.'ls'eR".s ‘I *lbgutal otential VIE's
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Paraqraph superseded bv

Accounting Standards Update 2009-17.

810- 10 5561he—abdﬁ+te—make—deersrens4ha%have—a—s+gmﬂeanﬁmpaepen4he

Paraqraph superseded bv Accountlnq Standards Update

2009-17.

810 10- 5588ee—$eehem952—84—9—55—feehew—me—paragraph—840494544(b)(%
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35. Amend paragraph 810-10-55-16, with a link to transition paragraph 810-
10-65-2, as follows:

> > Identifying Variable Interests

810-10-55-16 The Variable Interest Entities Subsections provide guidance for
identifying entities for which analysis of voting interests, and the holdings of those
voting interests, is not effective in determining whether a controlling financial

interest eX|sts because thMegaLenttty—dees—net—have—adequate—eqwty—eapttaLeF

the hoIders of the
equity investment at risk do not have sufficient equity at risk for the legal entity to

finance its activities without additional subordinated financial support or because
they lack any of the following: [FIN 46(R), paragraph B1, sequence 221]

a. _The power, through voting rights or similar rights, to direct the activities
of a legal entity that most significantly impact the entity’s economic
performance [FIN 46(R), paragraph B1, sequence 221]

b. The obligation to absorb the expected losses of the legal entity [FIN
46(R), paragraph B1, sequence 221]

c. The right to receive the expected residual returns of the legal entity.
[FIN 46(R), paragraph B1, sequence 221]

Those entities are called variable interest entities (VIEs). The Variable Interest
Entities Subsections also provide guidance for determining whether a reporting
entity shall consolidate a VIE. A reporting entity that consolidates a VIE is called

the prlmary beneflmary of that VIE Ihe—gwdanee—m—the—vanable—tntemst

ThIS Subsectlon provndes gwdance for

accordance-with-paragraph-810-10-25-44-
identifying variable interests_in a VIE-and-explains-in-generat-how-they-may-affect
the-determination-of-the-primary-beneficiary.

810-10-55-17 The identification of variable interests requires an economic
analysis of the rights and obligations of a legal entity’s assets, liabilities, equity,
and other contracts. Variable interests are contractual, ownership, or other
pecuniary interests in a legal entity that change with changes in the fair value of a
legal entity’'s net assets exclusive of variable interests. The Variable Interest
Entities Subsections use the terms expected losses and expected residual
returns to describe the expected variability in the fair value of a legal entity’s
net assets exclusive of variable interests.
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810-10-55-18 For a legal entity that is not a VIE (sometimes called a voting
interest entity), all of the legal entity’s assets, liabilities, and other contracts are
deemed to create variability, and the equity investment is deemed to be sufficient
to absorb the expected amount of that variability. In contrast, VIEs are designed
so that some of the entity’s assets, liabilities, and other contracts create
variability and some of the entity’s assets, liabilities, and other contracts (as well
as its equity at risk) absorb or receive that variability.

810-10-55-19 The identification of variable interests involves determining which
assets, liabilities, or contracts create the legal entity’s variability and which
assets, liabilities, equity, and other contracts absorb or receive that variability.
The latter are the legal entity’s variable interests. The labeling of an item as an
asset, liability, equity, or as a contractual arrangement does not determine
whether that item is a variable interest. It is the role of the item—to absorb or
receive the legal entity’s variability—that distinguishes a variable interest. That
role, in turn, often depends on the design of the legal entity.

810-10-55-20 Paragraphs 810-10-55-16 through 55-41 describe examples of
variable interests in VIEs subject to the Variable Interest Entities Subsections.
These paragraphs are not intended to provide a complete list of all possible
variable interests. In addition, the descriptions are not intended to be exhaustive
of the possible roles, and the possible variability, of the assets, liabilities, equity,
and other contracts. Actual instruments may play different roles and be more or
less variable than the examples discussed. Finally, these paragraphs do not
analyze the relative significance of different variable interests, because the
relative significance of a variable interest will be determined by the design of the
VIE. The identification and analysis of variable interests must be based on all of
the facts and circumstances of each entity.

36. Amend paragraph 810-10-55-21, with no link to a transition paragraph, as
follows:

810-10-55-21 Paragraphs 810-10-55-16 through 4455-41 also do not discuss
whether the variable interest is a variable interest in a specified asset of a VIE or
in the VIE as a whole. Guidance for making that determination is provided in
paragraphs 810-10-25-55 through 25-56. Paragraphs 810-10-25-57 through 25-
59 provide guidance for when a VIE shall be separated with each part evaluated
to determine if it has a primary beneficiary.

> > > Equity Investments, Beneficial Interests, and Debt Instruments

810-10-55-22 Equity investments in a VIE are variable interests to the extent they
are at risk. (Equity investments at risk are described in paragraph 810-10-15-14.)
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Some equity investments in a VIE that are determined to be not at risk by the
application of that paragraph also may be variable interests if they absorb or
receive some of the VIE’s variability. If a VIE has a contract with one of its equity
investors (including a financial instrument such as a loan receivable), a reporting
entity applying this guidance to that VIE shall consider whether that contract
causes the equity investor’'s investment not to be at risk. If the contract with the
equity investor represents the only asset of the VIE, that equity investment is not
at risk.

810-10-55-23 Investments in subordinated beneficial interests or subordinated
debt instruments issued by a VIE are likely to be variable interests. The most
subordinated interest in a VIE will absorb all or part of the expected losses of the
VIE. For a voting interest entity the most subordinated interest is the entity’s
equity; for a VIE it could be debt, beneficial interests, equity, or some other
interest. The return to the most subordinated interest usually is a high rate of
return (in relation to the interest rate of an instrument with similar terms that
would be considered to be investment grade) or some form of participation in
residual returns.

37.  Amend paragraph 810-10-55-24, with a link to transition paragraph 810-
10-65-2, as follows:

810-10-55-24 Any of a VIE’s liabilities may be variable interests because a
decrease in the fair value of a VIE’s assets could be so great that all of the
liabilities would absorb that decrease. However, senior beneficial interests and
senior debt instruments with fixed interest rates or other fixed returns normally
would absorb little of the VIE’s expected variability,variability.—and-therefore,—a

definition, if a senior interest exists, interests subordinated to the senior interests
will absorb losses first. The variability of a senior interest with a variable interest
rate is usually not caused by changes in the value of the VIE’s assets and thus
would usually be evaluated in the same way as a fixed-rate senior interest.
Senior interests normally are not entitled to any of the residual return.

> > > Forward Contracts

810-10-55-27 Forward contracts to buy assets or to sell assets that are not
owned by the VIE at a fixed price will usually expose the VIE to risks that will
increase the VIE’s expected variability. Thus, most forward contracts to buy
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assets or to sell assets that are not owned by the VIE are not variable interests in
the VIE.

38. Amend paragraphs 810-10-55-28 through 55-30, with a link to transition
paragraph 810-10-65-2, as follows:

810-10-55-28 A forward contract to sell assets that are owned by the VIE at a
fixed price will usually absorb the variability in the fair value of the asset that is
the subject of the contract. Thus, most forward contracts to sell assets that are
owned by the VIE are variable mterests with respect to the related assets

majority—of theIE's—expected-losses—orto—receive—a—majorityof theViE's
expected-residual-returns—Because forward contracts to sell assets that are

owned by the VIE relate to specific assets of the VIE, it will be necessary to apply
the guidance in paragraphparagraphs 810-10-25-55 through 25-56 to determine
whether a forward contract to sell an asset owned by a VIE is a variable interest
in the VIE as opposed to a variable interest in that specific asset.

> > > Other Derivative Instruments

810-10-55-29 Derivative instruments held or written by a VIE shall be analyzed in
terms of their option-like, forward-like, or other variable characteristics. If the
instrument creates variability, in the sense that it exposes the VIE to risks that will
increase expected variability, the instrument is not a variable interest. If the
instrument absorbs or receives variability, in the sense that it reduces the
exposure of the VIE to rlsks that cause varlablllty, the instrument is a varlable

810-10-55-30 Derivatives, including total return swaps and similar arrangements,
can be used to transfer substantially all of the risk or return (or both) related to
certain assets of an VIE without actually transferring the assets. Derivative
instruments with this characteristic shall be evaluated carefully. H—the
arrangeme 't. e.:%t ve ? tra S} I!elEs’ Sigf H eal e FS. S t_g the—scounterparty,—the

810-10-55-31 Some assets and liabilities of a VIE have embedded derivatives.
For the purpose of identifying variable interests, an embedded derivative that is
clearly and closely related economically to its asset or liability host is not to be
evaluated separately.
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39. Supersede paragraphs 810-10-55-33 through 55-36 and the related
heading, with a link to transition paragraph 810-10-65-2, as follows:

E Paid.t Decision Mal

810-10- 55 33 Paraqraph superseded by Accountlnq Standards Update 2009-
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810-10-55-36 Paragraph superseded by Accounting Standards Update 2009-17.

40. Amend paragraphs 810-10-55-37 through 55-38 and the related heading,
with a link to transition paragraph 810-10-65-2, as follows:

> > > Fees Paid to Decision Makers or Service ProvidersOther Service
Contracts

44



810-10-55-37 Fees paid to a qual entltvs deC|S|on maker(s) or servnce

provider(s)

decision-maker are not variable interests if all of the following conditions are met:

a.

b.

The fees are compensation for services provided and are
commensurate with the level of effort required to provide those services.
Substantially all of the fees are at or above the same level of seniority
as other operating liabilities of the VIE that arise in the normal course of
the VIE’s activities, such as trade payables.

customary—for—such—contracts—and—there—is—an—adequate—number—of

-The decision maker or service
provider and its related parties, if any, do not hold other interests in the
VIE that individually, or in the aggregate, would absorb more than an
insignificant amount of the VIE’s expected losses or receive more than
an_insignificant amount of the VIE’'s expected residual returns. [FIN
46(R), paragraph B22, sequence 261.1] The term related parties
refers to all parties identified in paragraph 810-10-25-43. However, for
purposes of this condition, related parties do not include employees of
the decision maker or service provider, unless the employees are used
in an effort to circumvent the provisions of the Variable Interest Entities
Subsections. [FIN 46(R), paragraph B22, sequence 261.1.1]

The service arrangement includes only terms, conditions, or amounts

that are customarily present in arrangements for similar services
negotiated at arm’s length. [FIN 46(R), paragraph B22, sequence
261.2]

The total amount of anticipated fees are insignificant relative to the total

amount of the VIE’s anticipated economic performance. [FIN 46(R),
paragraph B22, sequence 261.3]
The anticipated fees are expected to absorb an insignificant amount of

the variability associated with the VIE's anticipated economic
performance. [FIN 46(R), paragraph B22, sequence 261.4]

810-10-55-38 Fees paid to decision makers or service providers that do not meet
all of the conditions in the preceding paragraph areService-contracts-that-do-net

have—all-of the featureslisted—in—the—preceding—paragraph—may—be variable

interests.

abilits: of tho IE

> > > Operating Leases

810-10-55-39 Receivables under an operating lease are assets of the lessor
entity and provide returns to the lessor entity with respect to the leased property
during that portion of the asset’s life that is covered by the lease. Most operating
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leases do not absorb variability in the fair value of a VIE’s net assets because
they are a component of that variability. Guarantees of the residual values of
leased assets (or similar arrangements related to leased assets) and options to
acquire leased assets at the end of the lease terms at specified prices may be
variable interests in the lessor entity if they meet the conditions described in
paragraphs 810-10-25-55 through 25-56. Alternatively, such arrangements may
be variable interests in portions of a VIE as described in paragraph 810-10-25-
57. The guidance in paragraphs 810-10-55-23 through 55-24 related to debt
instruments applies to creditors of lessor entities.

41.  Amend paragraph 810-10-55-40, with a link to transition paragraph 810-
10-65-2, as follows:

> > > Variable Interest of One VIE in Another VIE

810-10-55-40 One VIE is the primary beneficiary of another VIE if it meets the
conditions in paragraph 840-10-25-38810-10-25-38A. A VIE that is the primary
beneficiary of a second VIE will consolidate that second VIE. If another reporting
entity consolidates the first VIE, that reporting entity’s consolidated financial
statements include the second VIE because the second VIE had already been
consolidated by the first. For example, if Entity A (a VIE) is the primary
beneficiary of Entity B (a VIE), Entity A consolidates Entity B. If Entity C is the
primary beneficiary of Entity A, Entity C consolidates Entity A, and Entity C’s
consolidated financial statements include Entity B because Entity A has
consolidated Entity B.

42.  Amend paragraph 810-10-55-50, with a link to transition paragraph 810-
10-65-2, as follows:

> > Example 2: Calculation of Expected Losses if There Is No History of,
nor Future Expectation of, Net Losses

810-10-55-50 This Example illustrates the-guidanece-in-paragraphs-810-10-25-38
through—25-39—for-the calculation of expected losses if a legal entity has no
history of net losses and expects continued profitability. This Example has the
following assumptions:

a. On January 1, 2004, Entity A is formed to purchase a building, 95
percent of which is financed by debt and 5 percent by equity. The
lenders will have recourse only to the building in the event that Entity A
does not make the required debt payments.

b. On the same day, Entity B enters into a five-year market-rate lease for
the building from Entity A that includes a guarantee of a portion of the
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building’s residual value. The present value of the minimum lease
payments, including the residual value guarantee, is less than 90
percent of the fair value of the building.

c. There are no other interests in Entity A.

d. The appropriate discount rate is assumed to be 5 percent.

43.  Amend paragraph 810-10-55-56, with a link to transition paragraph 810-
10-65-2, as follows:

810-10-55-56 Cases A-H share all of the following assumptions:

a. All the entities are presumed to be VIEs.

b. All variable interests are variable interests in the VIE (as a whole) rather
than variable interests in specified assets of the VIE, based on the
guidance in paragraphs 810-10-25-55 through 25-59.

c. A primary beneficiary has not been identified-identified; however, the
determination of the primary beneficiary should be made in accordance
with the guidance in paragraphs 810-10-25-38A through 25-38G.

44.  Move paragraphs 810-10-55-90 through 55-92 and their related headings
as indicated, retaining their placement in the Consolidation of Entities Controlled
by Contract Subsection as its sole content, with no link to a transition paragraph,
as follows:

> Implementation Guidance

810-10-55-20690 The decision tree that follows illustrates the analysis to
determine whether a physician practice management entity shall consolidate a
physician practice. The decision tree contains the term, control, and financial
interest requirements, as those requirements are affected by the interpretive
guidance that is presumptive in nature. The other interpretive guidance shall also
be considered when working through the decision tree. If the answer to any
question in the decision tree is other than as shown by the arrows, then the
physician practice management entity should not consolidate the physician
practice. Use of the decision tree is not a substitute for application of the
Consolidation of Entities Controlled by Contract Subsections, including all the
interpretive guidance. The following is an illustration of the analysis to determine
whether a physician practice management entity should consolidate a physician
practice.
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Is the contractual management agreement for the entire remaining legal life of the physician practice or for a period of
10 years or more and terminable by the physician practice only in the case of gross negligence, fraud, or other
illegal acts by the physician practice management entity or bankruptcy of the physician practice management entity?

Yes
v

Is the level of ownership of the physician practice by the nominee shareholder (or the physician
practice management entity and the nominee shareholder) between zero and 50% or above 50%7?

v

Zero - 50% <«

v

» Above 50%

Y

Does the physician practice management entity have
exclusive authority over all decision making related
to ongoing, major, or central operations of the physician
practice, (@ except for the dispensing of medical services?

Yes

.

Do others (other than the physician practice management
entity) have any authority over any decision making
related to ongoing, major, or central operations of the
physician practice,@ except for the dispensing of medical
services, such that the presumption of the physician
practice management entity’s authority over these
items is overcome?

|
No

v

Does the physician practice management entity have
exclusive authority over ali decision making reiated
to total practice compensation of the licensed medical
professionals as well as the ability to establish and
implement guidelines for the selection, hiring,
and firing of them?

v

Do others (other than the physician practice
management entity) have any authority over any
decision making related to total practice compensation
of the licensed medical professionals or any
ability to establish or implement guidelines for the
selection, hiring, or firing of them such that the
presumption of the physician practice management
entity’s authority over these items is overcome?

No

v

Does the physician practice management entity have
the power to, at will and for no or only nominal
consideration, reset the terms of its financial
interest in the physician practice to a basis that
would meet the two requirements below?

v

No <« » Yes

v

Does the physician practice management entity have a significant financial interest in the physician practice
that is unilaterally saleable or transferable by the physician practice management entity and provides the
physician practice management entity with the right to receive income, both as ongoing fees and as
proceeds from the sale of its interest in the physician practice, in an amount that fluctuates based on
the performance of the operations of the physician practice and the change in the fair value thereof?

Consolidate | <

(a) Paragraph 810-10-15-22(b)(1) describes the required extent of this decision-making authority.



> Physician Practice Management Entity Shareholder Fact Patterns

810-10-55-20790A Situations involving non-nominee and nominee shareholder
fact patterns are presented as additional information related to physician practice
management entities.

> > Non-Nominee Shareholder

810-10-55-20891 The following descriptions are included for background
information purposes only. Not enough information is given in the examples to
determine whether the physician practice management entity obtains an
adequate controlling financial interest in the physician practice:

a. A physician practice management entity (Entity A) acquires all the
outstanding stock of a physician practice (Entity B) directly from Entity B
shareholders by issuing shares of Entity A voting common stock.
Concurrent with the acquisition, the physicians who are the former
owners of Entity B form a new professional corporation (Entity C), which
enters into a long-term management agreement with Entity B. The
physicians formerly of Entity B, who are now owners and employees of
Entity C, enter into employment agreements with Entity C.

b. A physician practice management entity (Entity A) acquires all the
outstanding stock of a physician practice (Entity B) directly from Entity B
shareholders by issuing shares of Entity A voting common stock.
Concurrent with the acquisition, the physicians and former owners of
Entity B form a new professional corporation (Entity C) and enter into a
long-term management agreement with Entity B. Although Entity A
acquired the stock of Entity B, state law precludes contractual
arrangements between physicians and hospitals and between
physicians and health maintenance organizations from being held by a
non-physician-owned practice (Entity B after the acquisition). Therefore,
Entity B’s patient contracts are transferred concurrent with the
acquisition to Entity C. The physicians formerly of Entity B, who are now
owners and employees of Entity C, enter into employment agreements
with Entity C.

c. A physician practice management entity creates a wholly owned
subsidiary (Entity A), which acquires all the net assets of a physician
practice (Entity B) through the physician practice management entity’s
issuing some of its shares of voting common stock to Entity B.
Concurrent with the transaction, Entity B enters into a long-term
management agreement with Entity A. The ownership of Entity B
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remains the same; however, the physicians (that is, the owners of Entity
B) enter into new employment agreements with Entity B.

> > Nominee Shareholder

810-10-55-20992 The following descriptions are included for background
information purposes only. Not enough information is given in the examples to
determine whether the physician practice management entity obtains an
adequate controlling financial interest in the physician practice:

a.

45.
55-93

At the direction of the physician practice management entity, a
physician who will be the physician practice management entity’s
nominee shareholder incorporates a nominally capitalized new
physician practice. In a subsequent exchange of shares, the physician
practice management entity becomes the outright owner of the shares
of the existing physician practice. The physician or physicians who were
the former owners of the existing physician practice simultaneously
sever their employment relationship with the existing physician practice
and establish an employment relationship with the new physician
practice. According to the terms of another simultaneously executed
agreement, the physician who established the new physician practice
becomes the physician practice management entity’'s nominee
shareholder of that practice. A management agreement between the
physician practice management entity and the new physician practice is
also simultaneously executed.

The physician practice management entity issues its shares to the
shareholders of the existing physician practice. Simultaneously, shares
of the existing physician practice are delivered to a physician who is a
nominee of the physician practice management entity, and a
management agreement is executed between the physician practice
management entity and the existing physician practice. By virtue of the
terms of the management agreement that gives the rights to the residual
equity of the existing physician practice to the physician practice
management entity, the shares of the physician practice held by the
nominee have only a nominal value. The physicians who previously
owned the existing physician practice and who were employees of it
execute new employment agreements with the now nominee-owned
existing physician practice.

Within the Variable Interest Entities Subsection, add paragraphs 810-10-
through 55-205 and related headings, with a link to transition paragraph

810-10-65-2, as follows:

> > Example 5: Identifying a Primary Beneficiary
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810-10-55-93 The following cases are provided solely to illustrate the application
of the guidance in paragraphs 810-10-25-38A through 25-38G related to the
identification of a primary beneficiary: [FIN 46(R), paragraph Cn1, sequence
287.2.2.2.2.1.1.1]

Commercial mortgage-backed securitization (Case A)
Asset-backed collateralized debt obligation (Case B)
Structured investment vehicle (Case C)

Commercial paper conduit (Case D)

Guaranteed mortgage-backed securitization (Case E)
Residential mortgage-backed securitization (Case F)
Property lease entity (Case G)

Collaboration—Joint venture arrangement (Case H)
Furniture manufacturing entity (Case 1).

TFR e e e R

810-10-55-94 The identification of a primary beneficiary, if any, in Cases A-l is
based solely on the specific facts and circumstances presented. These Cases
are_hypothetical and are not meant to represent actual transactions in the
marketplace. Although certain aspects of the Cases may be present in actual fact
patterns, all relevant facts and circumstances of a specific fact pattern or
structure would need to be evaluated to reach an accounting conclusion. All of
the Cases share the following assumptions: [FIN 46(R), paragraph Cn1,
sequence 287.2.2.2.2.1.1.2]

a. All the entities are presumed to be VIEs. [FIN 46(R), paragraph Cn1,
sequence 287.2.2.2.2.1.1.3]

b. _All variable interests are presumed to be variable interests in the VIE as
a whole, rather than variable interests in specified assets of the VIE, on
the basis of the guidance in paragraphs 810-10-25-55 through 25-59.
[FIN 46(R), paragraph Cn1, sequence 287.2.2.2.2.1.1.4]

810-10-55-95 In some Cases, certain fees are described as representing, or not
representing, a variable interest on the basis of paragraphs 810-10-55-37
through 55-38. However, the Cases were not meant to illustrate the application of
the guidance in those paragraphs, and additional facts would be necessary to
determine which condition(s) resulted in the fee representing a variable interest.
Finally, determining the primary beneficiary in accordance with the guidance in
the Variable Interest Entities Subsections requires judgment and is on the basis
of individual facts and circumstances of the VIE and the reporting entity with the
variable interest or interests. [FIN 46(R), paragraph Cn1, sequence 287.2.2.2.2.
1.1.5]

> > > Case A: Commercial Mortgage-Backed Securitization
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810-10-55-96 A VIE is created and financed with $94 of investment grade 7-year
fixed-rate bonds (issued in 3 tranches) and $6 of equity. All of the bonds are held
by third-party investors. The equity is held by a third party, who is also the special
servicer. The equity tranche was designed to absorb the first dollar risk of loss
and to receive any residual return from the VIE. The VIE uses the proceeds to
purchase $100 of BB-rated fixed-rate commercial mortgage loans with
contractual maturities of 7 years from a transferor. The commercial mortgage
loans contain provisions that require each borrower to pay the full scheduled
interest and principal if the loan is extinguished prior to maturity. The transaction
was marketed to potential bondholders as an investment in _a portfolio of
commercial mortgage loans with exposure to the credit risk associated with the
possible default by the borrowers. [FIN 46(R), paragraph Cn2, sequence
287.2.2.2.2.1.1.6]

810-10-55-97 Each month, interest received from all of the pooled loans is paid
to the investors in the fixed-rate bonds, in order of seniority, until all accrued
interest on those bonds is paid. The same distribution occurs when principal
payments are received. [FIN 46(R), paragraph Cn3, sequence 287.2.2.2.2.1.
1.7]

810-10-55-98 If there is a shortfall in contractual payments from the borrowers or
if the loan collateral is liquidated and does not generate sufficient proceeds to
meet payments on all bond classes, the equity tranche and then the most
subordinate bond class will _incur losses, with further losses impacting more
senior bond classes in reverse order of priority. [FIN 46(R), paragraph Cn4,
sequence 287.2.2.2.2.1.1.8]

810-10-55-99 The transferor retains the primary servicing responsibilities. The
primary servicing activities performed are administrative in nature and include
remittance of payments on the loans, administration of escrow accounts, and
collections of insurance claims. Upon delinquency or default by the borrower, the
responsibility for administration of the loan is transferred from the transferor as
the primary servicer to the special servicer. Furthermore, the special servicer, as
the equity holder, has the approval rights for budgets, leases, and property
managers of foreclosed properties. [FIN 46(R), paragraph Cn5, sequence
287.2.2.2.2.1.1.9]

810-10-55-100 The special servicer is involved in the creation of the VIE and
required at the creation date that certain loans, which it deemed to be of high
risk, be removed from the initial pool of loans that were going to be purchased by
the VIE from the transferor. The special servicer also reviewed the VIE’s
governing documents to ensure that the special servicer would be allowed to act
quickly and effectively in_situations in which a loan becomes delinquent. The
special servicer concluded the VIE’s governing documents allowed the special

52



servicer to adequately monitor and direct the performance of the underlying
loans. [FIN 46(R), paragraph Cn6, sequence 287.2.2.2.2.1.2.1]

810-10-55-101 For its services as primary servicer, the transferor earns a fixed
fee, calculated as a percentage of the unpaid principal balance on the underlying
loans. The special servicer also earns a fixed fee, calculated as a percentage of
the unpaid principal balance on the underlying loans. No party has the ability to
remove the primary servicer or the special servicer. [FIN 46(R), paragraph Cn7,
sequence 287.2.2.2.2.1.2.2]

810-10-55-102 To evaluate the facts and circumstances and determine which
reporting entity, if any, is the primary beneficiary of a VIE, paragraph 810-10-25-
38A requires that a reporting entity determine the purpose and design of the VIE,
including the risks that the VIE was designed to create and pass through to its
variable interest holders. In making this assessment, the variable interest holders
of the VIE determined the following: [FIN 46(R), paragraph Cn8, sequence
287.2.2.2.2.1.2.3]

a. The primary purposes for which the VIE was created were to provide
liquidity to the transferor to originate additional loans and to provide
investors with the ability to invest in a pool of commercial mortgage
loans. [FIN 46(R), paragraph Cn8, sequence 287.2.2.2.2.1.2.4]

b. The VIE was marketed to debt investors as a VIE that would be
exposed to the credit risk associated with the possible default by the
borrowers with respect to principal and interest payments, with the
equity tranche designed to absorb the first dollar risk of loss.
Additionally, the marketing of the transaction indicated that such risks
would be mitigated by subordination of the equity tranche. [FIN 46(R),
paragraph Cn8, sequence 287.2.2.2.2.1.2.5]

c. The VIE is not exposed to prepayment risk because the commercial
mortgage loans contain provisions that require the borrower to pay the
full scheduled interest and principal if the loan is extinguished prior to
maturity. [FIN 46(R), paragraph Cn8, sequence 287.2.2.2.2.1.2.6]

810-10-55-103 The special servicer and the bondholders are the variable interest
holders in the VIE. The fees paid to the transferor do not represent a variable
interest on the basis of a consideration of the conditions in paragraphs 810-10-
55-37 through 55-38. The fees paid to the special servicer represent a variable
interest on the basis of a consideration of the conditions in those paragraphs.
[FIN 46(R), paragraph Cn9, sequence 287.2.2.2.2.1.2.7]

810-10-55-104 Paragraph 810-10-25-38B requires that a reporting entity identify
which activities most significantly impact the VIE's economic performance and
determine _whether it has the power to direct those activities. The economic
performance of the VIE is most significantly impacted by the performance of its
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underlying assets. Thus, the activities that most significantly impact the VIE's
economic performance are the activities that most significantly impact the
performance of the underlying assets. The special servicer has the ability to
manage the VIE's assets that are delinquent or in default to improve the
economic performance of the VIE. Additionally, the special servicer, as the equity
holder, can _approve budgets, leases, and property managers on foreclosed
property. The special servicing activities are performed only upon delinquency or
default of the underlying assets. However, a reporting entity’s ability to direct the
activities of a VIE when circumstances arise or events happen constitutes power
if that ability relates to the activities that most significantly impact the economic
performance of the VIE. A reporting entity does not have to exercise its power in
order to have power to direct the activities of a VIE. The special servicer's
involvement in the design of the VIE does not, in isolation, result in the special
servicer being the primary beneficiary of the VIE. However, in this situation, that
involvement indicated that the special servicer had the opportunity and the
incentive to establish arrangements that result in the special servicer being the
variable interest holder with the power to direct the activities that most
significantly impact the VIE’s economic performance. [FIN 46(R), paragraph
Cn10, sequence 287.2.2.2.2.1.2.8]

810-10-55-105 The bondholders of the VIE have no voting rights and no other
rights that provide them with the power to direct the activities that most
significantly impact the VIE’s economic performance. [FIN 46(R), paragraph
Cn11, sequence 287.2.2.2.2.1.2.9]

810-10-55-106 The activities that the primary servicer has the power to direct are
administrative in nature and do not most significantly impact the VIE’s economic
performance. In addition, the primary servicer, and its related parties, do not hold
a variable interest in the VIE. Thus, the primary servicer cannot be the primary
beneficiary of the VIE. [FIN 46(R), paragraph Cn12 sequence 287.2.2.2.2.1.3.1]

810-10-55-107 If a reporting entity has the power to direct the activities of a VIE
that_ most significantly impact the VIE's economic performance, then under the
requirements of paragraph 810-10-25-38A, that reporting entity also is required
to determine whether it has the obligation to absorb losses of the VIE that could
potentially be significant to the VIE or the right to receive benefits from the VIE
that could potentially be significant to the VIE. [FIN 46(R), paragraph Cn13,
sequence 287.2.2.2.2.1.3.2]

810-10-55-108 The special servicer, for its servicing activities, receives a fixed
fee that provides it with the right to receive benefits of the VIE. The special
servicer concluded that the benefits could not potentially be significant to the VIE.
The special servicer, as the equity tranche holder, has the obligation to absorb
losses and the right to receive benefits, either of which could potentially be
significant to the VIE. As equity tranche holder, the special servicer is the most
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subordinate tranche and therefore absorbs the first dollar risk of loss and has the
right to receive benefits, including the VIE’s actual residual returns, if any. [FIN
46(R), paragraph Cn14, sequence 287.2.2.2.2.1.3.3]

810-10-55-109 On the basis of the specific facts and circumstances presented in
this Case and the analysis performed, the special servicer would be deemed to
be the primary beneficiary of the VIE because: [FIN 46(R), paragraph Cn15,
sequence 287.2.2.2.2.1.3.4]

a. lt is the variable interest holder with the power to direct the activities of
the VIE that most significantly impact the VIE’s economic performance.
[FIN 46(R), paragraph Cn15, sequence 287.2.2.2.2.1.3.5]

b. As the equity tranche holder, it has the obligation to absorb losses of the
VIE and the right to receive benefits from the VIE, either of which could
potentially be significant to the VIE. [FIN 46(R), paragraph Cn15,
sequence 287.2.2.2.2.1.3.6]

> > > Case B: Asset-Backed Collateralized Debt Obligation

810-10-55-110 A VIE is created and financed with $90 of AAA-rated fixed-rate
debt securities, $6 of BB-rated fixed-rate debt securities, and $4 of equity. All
debt securities issued by the VIE are held by third-party investors. The equity
tranche is held 35 percent by the manager of the VIE and 65 percent by a third-
party investor. The VIE uses the proceeds to purchase a portfolio of asset-
backed securities with varying tenors and interest rates. [FIN 46(R), paragraph
Cn16, sequence 287.2.2.2.1.3.7]

810-10-55-111 The transaction was marketed to potential debt investors as an
investment in a portfolio of asset-backed securities with exposure to the credit
risk_associated with the possible default by the issuers of the asset-backed
securities in _the portfolio and to the interest rate risk associated with the
management of the portfolio. The equity tranche was designed to absorb the first
dollar risk of loss related to credit risk and interest rate risk and to receive any
residual returns from a favorable change in interest rates or credit risk that affects
the proceeds received on the sale of investments in the portfolio. [FIN 46(R),
paragraph Cn17, sequence 287.2.2.2.2.1.3.8]

810-10-55-112 The assets of the VIE are managed within the parameters
established by the underlying trust documents. The parameters provide the
manager with the latitude to manage the VIE's assets while maintaining an
average portfolio rating of single B-plus or higher. If the average rating of the
portfolio _declines, the VIE's governing documents require that the manager’'s
discretion in managing the portfolio be curtailed. [FIN 46(R), paragraph Cn18,
sequence 287.2.2.2.2.1.3.9]
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810-10-55-113 For its services, the manager earns a base, fixed fee and a
performance fee in which it receives a portion of the VIE'’s profit above a targeted
return. The manager can be removed, without cause, by a simple majority
decision of the AAA-rated debt holders. As the debt of the entity is widely
disbursed, no one party has the ability to unilaterally remove the manager. If
removal of the manager occurs, the manager will continue to hold a 35 percent
equity interest in the VIE. [FIN 46(R), paragraph Cn19, sequence
287.2.2.2.2.1.4.1]

810-10-55-114 The third-party equity investor has rights that are limited to
administrative ~_matters. [FIN 46(R), paragraph Cn20, sequence
287.2.2.2.2.1.4.2]

810-10-55-115 To evaluate the facts and circumstances and determine which
reporting entity, if any, is the primary beneficiary of a VIE, paragraph 810-10-25-
38A requires that a reporting entity determine the purpose and design of the VIE,
including the risks that the VIE was designed to create and pass through to its
variable interest holders. In making this assessment, the variable interest holders
of the VIE determined the following: [FIN 46(R), paragraph Cn21, sequence
287.2.2.2.2.1.4.3]

a. The primary purposes for which the VIE was created were to provide
investors with the ability to invest in a pool of asset-backed securities, to
earn_a positive spread between the interest that the VIE earns on its
portfolio_and the interest paid to the debt investors, and to generate
management fees for the manager. [FIN 46(R), paragraph Cn21,
sequence 287.2.2.2.2.1.4.4]

b. The transaction was marketed to potential debt investors as an
investment in a portfolio of asset-backed securities with exposure to the
credit risk associated with the possible default by the issuers of the
asset-backed securities in the portfolio and to the interest rate risk
associated with the management of the portfolio. Additionally, the
marketing of the transaction indicated that such risks would be mitigated
by the support from the equity tranche. [FIN 46(R), paragraph Cn21,
sequence 287.2.2.2.2.1.4.5]

c. The equity tranche was designed to absorb the first dollar risk of loss
related to credit risk and interest rate risk and to receive any residual
returns from a favorable change in interest rates or credit risk that
affects the proceeds received on the sale of asset-backed securities in
the portfolio. [FIN 46(R), paragraph Cn21, sequence 287.2.2.2.2.1.
4.6]

810-10-55-116 The third-party debt investors, the third-party equity investor, and
the manager are the variable interest holders in the VIE. The fees paid to the
manager _represent a variable interest on the basis of a consideration of the
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conditions in paragraphs 810-10-55-37 through 55-38. [FIN 46(R), paragraph
Cn22, sequence 287.2.2.2.2.1.4.7]

810-10-55-117 Paragraph 810-10-25-38B requires that a reporting entity identify
which activities most significantly impact the VIE's economic performance and
determine _whether it has the power to direct those activities. The economic
performance of the VIE is most significantly impacted by the performance of the
VIE’s portfolio of assets. Thus, the activities that most significantly impact the
VIE’s economic performance are the activities that most significantly impact the
performance of the portfolio of assets. The manager has the ability to manage
the VIE's assets within the parameters of the trust documents. If the average
rating of the portfolio declines, the VIE’s governing documents require that the
manager’s discretion in managing the portfolio be curtailed. Although the AAA-
rated debt holders can remove the manager without cause, no one party has the
unilateral ability to exercise the kick-out rights over the manager. Therefore, such
kick-out rights would not be considered in this primary beneficiary analysis. [FIN
46(R), paragraph Cn23, sequence 287.2.2.2.2.1.4.8]

810-10-55-118 The debt holders of the VIE do not have voting rights or other
rights that provide them with the power to direct activities that most significantly
impact the VIE's economic performance. Although the AAA-rated debt holders
can remove the manager without cause, no one party has the unilateral ability to
exercise the kick-out rights over the manager. [FIN 46(R), paragraph Cn24,
sequence 287.2.2.2.2.1.4.9]

810-10-55-119 The third-party equity investor has the power to direct certain
activities. However, the activities that the third-party equity investor has the
power to direct are administrative and do not most significantly impact the VIE's
economic performance. [FIN 46(R), paragraph Cn25, sequence
287.2.2.2.2.1.5.1]

810-10-55-120 If a reporting entity has the power to direct the activities of a VIE
that_ most significantly impact the VIE's economic performance, then under the
requirements of paragraph 810-10-25-38A, that reporting entity also is required
to determine whether it has the obligation to absorb losses of the VIE that could
potentially be significant to the VIE or the right to receive benefits from the VIE
that could potentially be significant to the VIE. The manager, as the 35 percent
equity tranche holder, has the obligation to absorb losses and the right to receive
benefits. As equity tranche holder, the manager has the most subordinate
tranche and therefore absorbs 35 percent of the first dollar risk of loss and has
the right to receive 35 percent of any residual benefits. Furthermore, the
manager_receives a_performance-based fee that provides it with the right to
receive benefits of the VIE. Through the equity interest and performance-based
fee, the manager has the obligation to absorb losses of the VIE that could
potentially be significant to the VIE and the right to receive benefits from the VIE
that could potentially be significant to the VIE. [FIN 46(R), paragraph Cn26,
sequence 287.2.2.2.2.1.5.2]
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810-10-55-121 On the basis of the specific facts and circumstances presented in
this Case and the analysis performed, the manager would be deemed to be the
primary beneficiary of the VIE because: [FIN 46(R), paragraph Cn27, sequence
287.2.2.2.2.1.5.3]

a.__ltis the variable interest holder with the power to direct the activities of
the VIE that most significantly impact the VIE’s economic performance
(and no single entity has the unilateral ability to exercise kick-out rights).
[FIN 46(R), paragraph Cn27, sequence 287.2.2.2.2.1.5.4]

b. Through its equity interest and performance-based fee, it has the
obligation to absorb losses of the VIE that could potentially be
significant to the VIE and the right to receive benefits from the VIE that
could potentially be significant to the VIE. [FIN 46(R), paragraph Cn27,
sequence 287.2.2.2.2.1.5.5]

> > > Case C: Structured Investment Vehicle

810-10-55-122 A VIE is created and financed with $94 of AAA-rated fixed-rate
short-term debt with a 6-month _maturity and $6 of equity. The VIE uses the
proceeds to purchase a portfolio of floating-rate debt with an average life of four
years and varying interest rates and short-term deposits with highly rated banks.
The short-term debt securities and equity are held by multiple third-party
investors. Upon maturity of the short-term debt, the VIE will either refinance the
debt_with existing investors or reissue the debt to new investors at existing
market rates. [FIN 46(R), paragraph Cn28, sequence 287.2.2.2.2.1.5.6]

810-10-55-123 The primary purpose of the VIE is to generate profits by
maximizing the spread it earns on its asset portfolio and its weighted-average
cost of funding. The transaction was marketed to potential debt investors as an
investment in _a portfolio of high-quality debt with exposure to the credit risk
associated with the possible default by the issuers of the debt in the portfolio.
The equity tranche is designed to absorb the first dollar risk of loss related to
credit, liquidity, market value, and interest rate risk and to receive any benefit
from a favorable change in credit, market value, and interest rates. [FIN 46(R),
paragraph Cn29, sequence 287.2.2.2.2.1.5.7]

810-10-55-124 The VIE is exposed to liquidity risk because the average tenor of
the assets is greater than its liabilities. To mitigate liquidity risk, the VIE maintains
a certain portion of its assets in short-term deposits with highly rated banks. The
VIE has not entered into a liquidity facility to further mitigate liquidity risk. [FIN
46(R), paragraph Cn30, sequence 287.2.2.2.2.1.5.8]

810-10-55-125 The sponsor of the VIE was significantly involved with the
creation of the VIE. The sponsor performs various functions to manage the
operations of the VIE, which include: [FIN 46(R), paragraph Cn31, sequence
287.2.2.2.2.1.5.9]
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a. Investment management—This management must adhere to the
investment guidelines established at inception of the VIE. These
quidelines include descriptions of eligible investments and requirements
regarding the composition of the credit portfolio (including limits on
country risk exposures, diversification limits, and ratings requirements).
[FIN 46(R), paragraph Cn31, sequence 287.2.2.2.2.1.6]

b. Funding management—This function provides funding management
and operational support in relation to the debt issued and the equity with
the objective of minimizing the cost of borrowing, managing interest rate
and liquidity risks, and managing the capital adequacy of the VIE. [FIN
46(R), paragraph Cn31, sequence 287.2.2.2.2.1.6.2]

c. Defeasance management—An event of defeasance occurs upon the
failure of the rating agencies to maintain the ratings of the debt
securities issued by the VIE at or above certain specified levels. In the
event of defeasance, the sponsor is responsible for overseeing the
orderly liquidation of the investment portfolio and the orderly discharge
of the VIE’s obligations. This includes managing the market and credit
risks of the portfolio. [FIN 46(R), paragraph Cn31, sequence 287.2.2.2
.2.1.6.3]

810-10-55-126 For its services, the sponsor receives a fixed fee, calculated as
an_annual percentage of the aggregate equity outstanding, and a performance-
based fee, calculated as a percentage of the VIE’s profit above a targeted return.
[FIN 46(R), paragraph Cn32, sequence 287.2.2.2.2.1.6.4]

810-10-55-127 The debt security holders of the VIE have no voting rights. The
equity holders have limited voting rights that are typically limited to voting on
amendments to the constitutional documents of the VIE. [FIN 46(R), paragraph
Cn33, sequence 287.2.2.2.2.1.6.5]

810-10-55-128 To evaluate the facts and circumstances and determine which
reporting entity, if any, is the primary beneficiary of a VIE, paragraph 810-10-25-
38A requires that a reporting entity determine the purpose and design of the VIE,
including the risks that the VIE was designed to create and pass through to its
variable interest holders. In making this assessment, the variable interest holders
of the VIE determined the following: [FIN 46(R), paragraph Cn34, sequence
287.2.2.2.2.1.6.6]

a. The primary purposes for which the VIE was created were to provide
investors with the ability to invest in a pool of high-quality debt, to
maximize the spread it earns on its asset portfolio over its weighted-
average cost of funding, and to generate _management fees for the
sponsor. [FIN 46(R), paragraph Cn34, sequence 287.2.2.2.2.1.6.7]

b. The transaction was marketed to potential debt investors as an
investment in a portfolio of high-quality debt with exposure to the credit
risk associated with the possible default by the issuers of the debt in
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the portfolio. [FIN 46(R), paragraph Cn34, sequence 287.2.2.2.2.1.
6.8]

c. The equity tranche is negotiated to absorb the first dollar risk of loss
related to credit, liquidity, market value, and interest rate risk and to
receive a portion of the benefit from a favorable change in credit, market
value, and interest rates. [FIN 46(R), paragraph Cn34, sequence
287.2.2.2.2.1.6.9]

d. The principal risks to which the VIE is exposed include credit, interest
rate, and liquidity risk. [FIN 46(R), paragraph Cn34, sequence 287.2.2.
2.21.71]

810-10-55-129 The third-party debt investors, the third-party equity investors,
and the sponsor are the variable interest holders in the VIE. The fees paid to the
sponsor_represent _a_variable interest on the basis of a consideration of the
conditions in paragraphs 810-10-55-37 through 55-38. [FIN 46(R), paragraph
Cn35, sequence 287.2.2.2.2.1.7.2]

810-10-55-130 Paragraph 810-10-25-38B requires that a reporting entity identify
which activities most significantly impact the VIE's economic performance and
determine whether it has the power to direct those activities. The economic
performance of the VIE is significantly impacted by the performance of the VIE’s
portfolio of assets and by the terms of the short-term debt. Thus, the activities
that_significantly impact the VIE's economic performance are the activities that
significantly impact the performance of the portfolio of assets and the terms of
the short-term debt (when the debt is refinanced or reissued). The sponsor
manages the VIE’s investment, funding, and defeasance activities. The fact that
the sponsor was significantly involved with the creation of the VIE does not, in
isolation, result in the sponsor being the primary beneficiary of the VIE. However,
the fact that the sponsor was involved with the creation of the VIE indicated that
the sponsor had the opportunity and the incentive to establish arrangements that
result in the sponsor being the variable interest holder with the power to direct
the activities that most significantly impact the VIE’s economic performance. [FIN
46(R), paragraph Cn36, sequence 287.2.2.2.2.1.7.3]

810-10-55-131 The debt security holders of the VIE have no voting rights and no
other rights that provide them with the power to direct the activities that most
significantly impact the VIE’s economic performance. Although the equity holders
have voting rights, they are limited to voting on amendments to the constitutional
documents of the VIE, and those rights do not provide the equity holders with the
power to direct the activities that most significantly impact the VIE's economic
performance. [FIN 46(R), paragraph Cn37, sequence 287.2.2.2.2.1.7.4]

810-10-55-132 If a reporting entity has the power to direct the activities of a VIE
that most significantly impact the VIE's economic performance, then under the
requirements of paragraph 810-10-25-38A, that reporting entity also is required
to determine whether it has the obligation to absorb losses of the VIE that could
potentially be significant to the VIE or the right to receive benefits from the VIE
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that _could potentially be significant to the VIE. The sponsor, through its
performance-based fee arrangement, receives benefits that could potentially be
significant to the VIE. As the entity is designed to earn a spread between the
returns on the assets and the liabilities, the sponsor receives a significant portion
of the primary benefit the VIE was designed to create. The sponsor also
considered whether it had an_implicit financial responsibility to ensure that the
VIE operates as designed. The sponsor determined that it has an implicit
financial responsibility and that such obligation could potentially be significant.
This determination was influenced by the sponsor’s concern regarding the risk to
its reputation in the marketplace if the VIE did not operate as designed. [FIN
46(R), paragraph Cn38, sequence 287.2.2.2.2.1.7.5]

810-10-55-133 On the basis of the specific facts and circumstances presented in
this Case and the analysis performed, the sponsor would be deemed to be the
primary beneficiary of the VIE because: [FIN 46(R), paragraph Cn39, sequence
287.2.2.2.2.1.7.6]

a. lt is the variable interest holder with the power to direct the activities of
the VIE that most significantly impact the VIE’s economic performance.
[FIN 46(R), paragraph Cn39, sequence 287.2.2.2.2.1.7.7]

b. Through its performance-based fee arrangement and implicit financial
responsibility to ensure that the VIE operates as designed, it has the
obligation to absorb losses of the VIE that could potentially be
significant to the VIE and the right to receive benefits from the VIE that
could potentially be significant to the VIE. [FIN 46(R), paragraph Cn39,
sequence 287.2.2.2.2.1.7.8]

> > > Case D: Commercial Paper Conduit

810-10-55-134 A VIE is created by a reporting entity (the sponsor) and financed
with $98 of AAA-rated fixed-rate short-term debt with a 3-month maturity and $2
of subordinated notes. The VIE uses the proceeds to purchase a portfolio of
medium-term assets with average tenors of three years. The asset portfolio is
obtained from multiple sellers. The short-term debt and subordinated notes are
held by multiple third-party investors. Upon maturity of the short-term debt, the
VIE will either refinance the debt with existing investors or reissue the debt to
new investors. [FIN 46(R), paragraph Cn40, sequence 287.2.2.2.2.1.7.9]

810-10-55-135 The sponsor of the VIE provides credit enhancement in the form
of a letter of credit equal to 5 percent of the VIE's assets and it provides a
liquidity facility to fund the cash flow shortfalls on 100 percent of the short-term
debt. Cash flow shortfalls could arise due to a mismatch between collections on
the underlying assets of the VIE and payments due to the short-term debt
holders or to the inability of the VIE to refinance or reissue the short-term debt
upon maturity. [FIN 46(R), paragraph Cn41, sequence 287.2.2.2.2.1.8.1]
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810-10-55-136 A credit default of the VIE’'s assets resulting in deficient cash
flows is absorbed as follows: [FIN 46(R), paragraph Cn42, sequence 287.2.2.2.
2.1.8.2]

a. First by the subordinated note holders [FIN 46(R), paragraph Cn42,
sequence 287.2.2.2.2.1.8.3]

b. Second by the sponsor’s letter of credit [FIN 46(R), paragraph Cn42,
sequence 287.2.2.2.2.1.8.4]

c. Third by the short-term debt holders. [FIN 46(R), paragraph Cn42,
sequence 287.2.2.2.2.1.8.5]

The sponsor’s liquidity facility does not advance against defaulted assets. [FIN
46(R), paragraph Cn42, sequence 287.2.2.2.2.1.8.6]

810-10-55-137 The VIE is exposed to liquidity risk because the average life of
the assets is greater than that of its liabilities. The VIE enters into a liquidity
facility with the sponsor to mitigate liquidity risk. [FIN 46(R), paragraph Cn43,
sequence 287.2.2.2.2.1.8.7]

810-10-55-138 The transaction was marketed to potential debt investors as an
investment in _a portfolio of highly rated medium-term assets with minimal
exposure to the credit risk associated with the possible default by the issuers of
the assets in the portfolio. The subordinated notes were designed to absorb the
first dollar risk of loss related to credit. The VIE is marketed to all investors as
having a low probability of credit exposure due to the nature of the assets
obtained. Furthermore, the VIE is marketed to the short-term debt holders as
having protection from liquidity risk due to the liquidity facility provided by the
sponsor. [FIN 46(R), paragraph Cn44, sequence 287.2.2.2.2.1.8.8]

810-10-55-139 The sponsor of the VIE performs various functions to manage the
operations of the VIE. Specifically, the sponsor: [FIN 46(R), paragraph Cn45,
sequence 287.2.2.2.2.1.8.9]

a. Establishes the terms of the VIE [FIN 46(R), paragraph Cn45,
sequence 287.2.2.2.2.1.9.1]

b. Approves the sellers permitted to sell to the VIE [FIN 46(R), paragraph
Cn45, sequence 287.2.2.2.2.1.9.2]

c. Approves the assets to be purchased by the VIE [FIN 46(R), paragraph
Cn45, sequence 287.2.2.2.2.1.9.3]

d. Makes decisions regarding the funding of the VIE including determining
the tenor and other features of the short-term debt issued [FIN 46(R),
paragraph Cn45, sequence 287.2.2.2.2.1.9.4]

e. Administers the VIE by monitoring the assets, arranging for debt
placement, compiling monthly reports, and ensuring compliance with the
VIE’'s credit and investment policies. [FIN 46(R), paragraph Cn45,
sequence 287.2.2.2.2.1.9.5]
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810-10-55-140 For providing credit and liquidity facilities and management
services, the sponsor receives a fixed fee calculated as an annual percentage of
the asset value. [FIN 46(R), paragraph Cn46, sequence 287.2.2.2.2.1.9.6] The
short-term debt holders and subordinated note holders have no voting rights.
[FIN 46(R), paragraph Cn47, sequence 287.2.2.2.2.1.9.7]

810-10-55-141 To evaluate the facts and circumstances and determine which
reporting entity, if any, is the primary beneficiary of a VIE, paragraph 810-10-25-
38A requires that a reporting entity determine the purpose and design of the VIE,
including the risks that the VIE was designed to create and pass through to its
variable interest holders. In making this assessment, the variable interest holders
of the VIE determined the following: [FIN 46(R), paragraph Cn48, sequence
287.2.2.2.2.1.9.8]

a. _The primary purposes for which the VIE was created were to provide
investors with the ability to invest in a pool of highly rated medium-term
assets, to provide the multiple sellers to the VIE with access to lower-
cost funding, to earn a positive spread between the interest that the VIE
earns on its asset portfolio and its weighted-average cost of funding,
and to generate fees for the sponsor. [FIN 46(R), paragraph Cn48,
sequence 287.2.2.2.2.1.9.9]

b. The transaction was marketed to potential debt investors as an
investment in_a portfolio _of highly rated medium-term assets with
minimal exposure to the credit risk associated with the possible default
by the issuers of the assets in the portfolio. The subordinated debt is
designed to absorb the first dollar risk of loss related to credit and
interest rate risk. The VIE is marketed to all investors as having a low
probability of credit loss due to the nature of the assets obtained.
Furthermore, the VIE is marketed to the short-term debt holders as
having protection from liquidity risk due to the liquidity facility provided
by the sponsor. [FIN 46(R), paragraph Cn48, sequence
287.2.2.2.2.2.1.2]

c. _The principal risks to which the VIE is exposed include credit, interest
rate, and liquidity. [FIN 46(R), paragraph Cn48, sequence 287.2.2.2.2.
2.1.2]

810-10-55-142 The short-term debt holders, the third-party subordinated note
holders, and the sponsor are the variable interest holders in the VIE. The fees
paid to the sponsor represent a variable interest on the basis of a consideration
of the conditions in paragraphs 810-10-55-37 through 55-38. [FIN 46(R),
paragraph Cn49, sequence 287.2.2.2.2.2.1.3]

810-10-55-143 Paragraph 810-10-25-38B requires that a reporting entity identify
which activities most significantly impact the VIE's economic performance and
determine whether it has the power to direct those activities. The economic
performance of the VIE is significantly impacted by the performance of the VIE's
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portfolio of assets and by the terms of the short-term debt. Thus, the activities
that significantly impact the VIE's economic performance are the activities that
significantly impact the performance of the portfolio of assets and the terms of
the short-term debt (when the debt is refinanced or reissued). The sponsor
manages the operations of the VIE. Specifically, the sponsor establishes the
terms of the VIE, approves the sellers permitted to sell to the VIE, approves the
assets to be purchased by the VIE, makes decisions about the funding of the VIE
including determining the tenor and other features of the short-term debt issued,
and administers the VIE by monitoring the assets, arranging for debt placement,
and ensuring compliance with the VIE’s credit and investment policies. The fact
that the sponsor was significantly involved with the creation of the VIE does not,
in_isolation, result in the sponsor being the primary beneficiary of the VIE.
However, the fact that the sponsor was involved with the creation of the VIE may
indicate that the sponsor had the opportunity and the incentive to establish
arrangements that result in the sponsor being the variable interest holder with the
power to direct the activities that most significantly impact the VIE's economic
performance. [FIN 46(R), paragraph Cn50, sequence 287.2.2.2.2.2.1.4]

810-10-55-144 The short-term debt holders and subordinated note holders of the
VIE have no voting rights and no other rights that provide them with power to
direct the activities that most significantly impact the VIE’s economic
performance. [FIN 46(R), paragraph Cn51, sequence 287.2.2.2.2.2.1.5]

810-10-55-145 If a reporting entity has the power to direct the activities of a VIE
that most significantly impact the VIE's economic performance, then under the
requirements of paragraph 810-10-25-38A, that reporting entity also is required
to determine whether it has the obligation to absorb losses of the VIE that could
potentially be significant to the VIE or the right to receive benefits from the VIE
that could potentially be significant to the VIE. The sponsor, through its fee
arrangement, receives benefits from the VIE that could potentially be significant
to the VIE. The sponsor, through its letter of credit and liquidity facility, also has
the obligation to absorb losses of the VIE that could potentially be significant to
the VIE. [FIN 46(R), paragraph Cn52, sequence 287.2.2.2.2.2.1.6]

810-10-55-146 On the basis of the specific facts and circumstances presented in
this Case and the analysis performed, the sponsor would be deemed to be the
primary beneficiary of the VIE because: [FIN 46(R), paragraph Cn53, sequence
287.2.2.2.2.21.7]

a. It is the variable interest holder with the power to direct the activities of
the VIE that most significantly impact the VIE's economic performance.
[FIN 46(R), paragraph Cn53, sequence 287.2.2.2.2.2.1.8]

b. Through its letter of credit and liquidity facility, the sponsor has the
obligation to absorb losses that could potentially be significant to the
VIE, and, through its fee arrangement, the sponsor has the right to
receive _benefits that could potentially be significant to the VIE. [FIN
46(R), paragraph Cn53, sequence 287.2.2.2.2.2.1.9]
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> > > Case E: Guaranteed Mortgage-Backed Securitization

810-10-55-147 A VIE is created and financed with $100 of a single class of
investment-grade 30-year fixed-rate debt securities. The VIE uses the proceeds
to _purchase $100 of 30-year fixed-rate residential mortgage loans from the
transferor. The VIE enters into a guarantee facility that absorbs 100 percent of
the credit losses incurred on the VIE’s assets. The assets acquired by the VIE
are underwritten by the transferor in accordance with the parameters established
by the guarantor. Additionally, all activities of the VIE are prespecified by the trust
agreement and servicing guide, which are both established by the guarantor. No
critical decisions are generally required for the VIE unless default of an
underlying asset is reasonably foreseeable or occurs. [FIN 46(R), paragraph
Cn54, sequence 287.2.2.2.2.2.2.1]

810-10-55-148 The transaction was marketed to potential debt security holders
as an investment in a portfolio of residential mortgage loans with exposure to the
credit risk of the gquarantor and to the prepayment risk associated with the
underlying loans of the VIE. Each month, the security holders receive interest
and principal payments in_proportion to their percentage ownership of the
underlying loans. [FIN 46(R), paragraph Cn55, sequence 287.2.2.2.2.2.2.2]

810-10-55-149 If there is a shortfall in contractually required loan payments from
the borrowers or if the loan is foreclosed on and the liquidation of the underlying
property does not generate sufficient proceeds to meet the required payments on
all securities, the guarantor will make payments to the debt securities holders to
ensure timely payment of principal and accrued interest on the debt securities.
[FIN 46(R), paragraph Cn56, sequence 287.2.2.2.2.2.2.3]

810-10-55-150 The guarantor also serves as the master servicer for the VIE. As
master _servicer, the guarantor services the securities issued by the VIE.
Generally, if a mortgage loan is 120 days (or 4 consecutive months) delinquent,
and if other circumstances are met, the guarantor has the right to buy the loan
from the VIE. The master servicer can only be removed for a material breach in
its obligations. As compensation for the guarantee and services provided, the
gquarantor receives a fee that is calculated monthly as a percentage of the unpaid
principal balance on the underlying loans. [FIN 46(R), paragraph Cn57,
sequence 287.2.2.2.2.2.2.4]

810-10-55-151 As master servicer, the guarantor also is responsible for
supervising and monitoring the servicing of the residential mortgage loans
(primary servicing). The VIE’s governing documents provide that the guarantor is
responsible for the primary servicing of the loans; however, the guarantor is
allowed to, and does, hire the transferor to perform primary servicing activities
that are conducted under the supervision of the guarantor. The guarantor
monitors the primary servicer's performance and has the right to remove the
primary servicer at any time it considers such a removal to be in the best interest
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of the security holders. [FIN 46(R), paragraph Cn58, sequence
287.2.2.2.2.2.2.5]

810-10-55-152 The primary servicing activities are performed under the servicing
quide established by the guarantor. Examples of the primary servicing activities
include collecting and remitting principal and interest payments, administering
escrow accounts, and managing default. When a loan becomes delinquent or it is
reasonably foreseeable of becoming delinquent, the primary servicer can
propose a default mitigation strategy in which the guarantor can approve, reject,
or_require _another course of action if it considers such action is in the best
interest of the security holders. As compensation for servicing the underlying
loans, the transferor receives a fee that is calculated monthly as a percentage of
the unpaid principal balance on the underlying loans. [FIN 46(R), paragraph
Cn59, sequence 287.2.2.2.2.2.2.6]

810-10-55-153 To evaluate the facts and circumstances and determine which
reporting entity, if any, is the primary beneficiary of a VIE, paragraph 810-10-25-
38A requires that a reporting entity determine the purpose and design of the VIE,
including the risks that the VIE was designed to create and pass through to its
variable interest holders. In making this assessment, the variable interest holders
of the VIE determined the following: [FIN 46(R), paragraph Cn60, sequence
287.2.2.2.2.2.2.7]

a. _The primary purposes for which the VIE was created were to provide
investors with the ability to invest in a pool of residential mortgage loans
with a third-party guarantee for 100 percent of the principal and interest
payments due on the mortgage loans in the VIE, to provide the
transferor to the VIE with access to liquidity for its originated loans and
an ongoing servicing fee, and to generate fees for the guarantor. [FIN
46(R), paragraph Cn60, sequence 287.2.2.2.2.2.2.8]

b. The transaction was marketed to potential debt security holders as an
investment in a portfolio of residential mortgage loans with exposure to
the credit risk of the guarantor and prepayment risk associated with the
underlying assets of the VIE. [FIN 46(R), paragraph Cn60, sequence
287.2.2.2.2.2.2.9]

c. _The principal risks to which the VIE is exposed include credit risk of the
underlying assets, prepayment risk, and the risk of fluctuations in the
value of the underlying real estate. The credit risk of the underlying
assets and the risk of fluctuations in the value of the underlying real
estate are fully absorbed by the guarantor. [FIN 46(R), paragraph
Cn60, sequence 287.2.2.2.2.2.3.1]

810-10-55-154 The debt securities holders and the guarantor are the variable
interest holders in the VIE. The fees paid to the transferor do not represent a
variable interest on the basis of a consideration of the conditions in paragraphs
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810-10-55-37 through 55-38. [FIN 46(R), paragraph Cn61, sequence
287.2.2.2.2.2.3.2]

810-10-55-155 Paragraph 810-10-25-38B requires that a reporting entity identify
which activities most significantly impact the VIE's economic performance and
determine _whether it has the power to direct those activities. The economic
performance of the VIE is most significantly impacted by the performance of its
underlying assets. Thus, the activities that most significantly impact the VIE's
economic performance are the activities that most significantly impact the
performance of the underlying assets. The guarantor, who is also the master
servicer, has the ability (through establishment of the servicing terms, to appoint
and remove the primary servicer, to direct default mitigation, and to purchase
defaulted assets) to manage the VIE’s assets that become delinquent (or may
become delinquent in _the reasonably foreseeable future) to improve the
economic performance of the VIE. [FIN 46(R), paragraph Cn62, sequence
287.2.2.2.2.2.3.3]

810-10-55-156 Prepayment risk is also a risk that the VIE was designed to create
and pass through. However, no variable interest holder has the power to direct
activities related to such risk. [FIN 46(R), paragraph Cn63, sequence
287.2.2.2.2.2.3.4]

810-10-55-157 Because the guarantor is able to appoint and replace the primary
servicer_and direct default mitigation, the primary servicer does not have the
power to direct the activities that most significantly impact the VIE's economic
performance. In addition, the primary servicer and its related parties do not hold
a variable interest in the VIE. Thus, the primary servicer cannot be the primary
beneficiary of the VIE. Furthermore, the security holders have no voting rights
and, thus, no power to direct the activities that most significantly impact the VIE's
economic _ performance. [FIN 46(R), paragraph Cn64, sequence
287.2.2.2.2.2.3.5]

810-10-55-158 If a reporting entity has the power to direct the activities of a VIE
that_ most significantly impact the VIE's economic performance, then under the
requirements of paragraph 810-10-25-38A, that reporting entity also is required
to determine whether it has the obligation to absorb losses of the VIE that could
potentially be significant to the VIE or the right to receive benefits from the VIE
that _could potentially be significant to the VIE. The guarantor, through its fee
arrangement, receives benefits, which may or may not potentially be significant
under this analysis; however, the guarantor has the obligation to absorb losses of
the VIE that could potentially be significant through its guarantee obligation. [FIN
46(R), paragraph Cn65, sequence 287.2.2.2.2.2.3.6]

810-10-55-159 On the basis of the specific facts and circumstances presented in
this Case and the analysis performed, the guarantor would be deemed to be the
primary beneficiary of the VIE because: [FIN 46(R), paragraph Cn66, sequence
287.2.2.2.2.2.3.7]
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a. ltis the variable interest holder with the power to direct the activities of
the VIE that most significantly impact the VIE’s economic performance.
[FIN 46(R), paragraph Cn66, sequence 287.2.2.2.2.2.3.8]

b. Through its guarantee, it has the obligation to absorb losses of the VIE
that could potentially be significant to the VIE. [FIN 46(R), paragraph
Cn66, sequence 287.2.2.2.2.2.3.9]

> > > Case F: Residential Mortgage-Backed Securitization

810-10-55-160 A VIE is created and financed with $100 of 30-year fixed-rate
debt securities. The securities are issued in 2 tranches (a $90 senior tranche and
a $10 residual tranche). The senior tranche securities are investment grade and
are widely dispersed among third-party investors. The residual tranche securities
are held by the transferor. The VIE uses the proceeds to purchase $100 of 30-
year fixed-rate residential mortgage loans from a transferor. A default on the
underlying loans is absorbed first by the residual tranche held by the transferor.
All activities of the VIE are prespecified by a pooling and servicing agreement for
the transaction. No critical decisions are generally required for the VIE unless
default of an underlying asset is reasonably foreseeable or occurs. [FIN 46(R),
paragraph Cn67, sequence 287.2.2.2.2.2.4.1]

810-10-55-161 The transaction was marketed to potential senior debt security
holders as an investment in a portfolio of residential mortgage loans with
exposure to the credit risk of the underlying loan borrowers and to the
prepayment risk associated with the underlying loans of the VIE. Each month the
security holders receive interest and principal payments in proportion to their
percentage of ownership of the underlying loans. The residual tranche was
designed to provide a credit enhancement to the transaction and to absorb the
first dollar risk of loss related to credit. [FIN 46(R), paragraph Cn68, sequence
287.2.2.2.2.2.4.2]

810-10-55-162 The primary servicing responsibilities are retained by the
transferor. No party has the ability to remove the transferor as servicer. [FIN
46(R), paragraph Cn69, sequence 287.2.2.2.2.2.4.3]

810-10-55-163 The servicing activities are performed in_accordance with the
pooling and servicing agreement. Examples of the servicing activities include
collecting and remitting principal and interest payments, administering escrow
accounts, monitoring overdue payments, and overall default management.
Default management includes evaluating the borrower’s financial condition to
determine which loss mitigation strategy (specified in the pooling and servicing
agreement) will maximize recoveries on a particular loan. The acceptable default
management strategies are limited to the actions specified in the pooling and
servicing agreement and include all of the following: [FIN 46(R), paragraph
Cn70, sequence 287.2.2.2.2.2.4.4]
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a. Modifying the terms of loans when default is reasonably foreseeable
[FIN 46(R), paragraph Cn70, sequence 287.2.2.2.2.2.4.5]

b. Temporary forbearance on collections of principal and interest (such
amounts would be added to the unpaid balance on the loan) [FIN 46(R),
paragraph Cn70, sequence 287.2.2.2.2.2.4.6]

c. _Short sales in which the servicer allows the underlying borrower to sell
the mortgaged property even if the anticipated sale price will not permit
full recovery of the contractual loan amounts. [FIN 46(R), paragraph
Cn70, sequence 287.2.2.2.2.2.4.7]

810-10-55-164 As compensation for servicing the underlying loans, the transferor
receives a fee, calculated monthly as a percentage of the unpaid principal
balance on the underlying loans. Although the servicing activities, particularly
managing default, are required to be performed in_accordance with the pooling
and _servicing _agreement, the transferor, as servicer, has discretion in
determining which strategies within the pooling and servicing agreement to utilize
to attempt to maximize the VIE's economic performance. [FIN 46(R), paragraph
Cn70, sequence 287.2.2.2.2.2.4.8]

810-10-55-165 To evaluate the facts and circumstances and determine which
reporting entity, if any, is the primary beneficiary of a VIE, paragraph 810-10-25-
38A requires that a reporting entity determine the purpose and design of the VIE,
including the risks that the VIE was designed to create and pass through to its
variable interest holders. In making this assessment, the variable interest holders
of the VIE determined the following: [FIN 46(R), paragraph Cn71, sequence
287.2.2.2.2.2.4.9]

a. The primary purposes for which the VIE was created were to provide
investors with the ability to invest in a pool of residential mortgage loans
and to provide the transferor to the VIE with access to liquidity for its
originated loans and an ongoing servicing fee and potential residual
returns. [FIN 46(R), paragraph Cn71, sequence 287.2.2.2.2.2.5.1]

b. The transaction was marketed to potential senior debt security holders
as an investment in a portfolio of residential mortgage loans with credit
enhancement provided by the residual tranche and prepayment risk
associated with the underlying assets of the VIE. The marketing of the
transaction indicated that credit risk would be mitigated by the
subordination of the residual tranche. [FIN 46(R), paragraph Cn71,
sequence 287.2.2.2.2.2.5.2]

c. The principal risks to which the VIE is exposed include credit of the
underlying assets, prepayment risk, and the risk of fluctuations in the
value of the underlying real estate. [FIN 46(R), paragraph Cn71,
sequence 287.2.2.2.2.2.5.3]

810-10-55-166 The debt security holders and the transferor are the variable
interest holders in the VIE. The fee paid to the transferor (in its role as servicer)
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represents a variable interest on the basis of a consideration of the conditions in
paragraphs 810-10-55-37 through 55-38. [FIN 46(R), paragraph Cn72,
sequence 287.2.2.2.2.2.5.4]

810-10-55-167 Paragraph 810-10-25-38B requires that a reporting entity identify
which activities most significantly impact the VIE's economic performance and
determine _whether it has the power to direct those activities. The economic
performance of the VIE is most significantly impacted by the performance of its
underlying assets. Thus, the activities that most significantly impact the VIE's
economic performance are the activities that most significantly impact the
performance of the underlying assets. The transferor, as servicer, has the ability
to manage the VIE's assets that become delinquent (or are reasonably
foreseeable of becoming delinquent) to improve the economic performance of
the VIE. Additionally, no party can remove the transferor in its role as servicer.
The default management activities are performed only after default of the
underlying assets or when default is reasonably foreseeable. However, a
reporting entity’s ability to direct the activities of a VIE when circumstances arise
or events happen constitutes power if that ability relates to the activities that most
significantly impact the economic performance of the VIE. A reporting entity does
not have to exercise its power in order to have power to direct the activities of an
VIE. [FIN 46(R), paragraph Cn73, sequence 287.2.2.2.2.2.5.5]

810-10-55-168 Prepayment risk is also a risk that the VIE was designed to create
and pass through. However, no variable interest holder has the power to direct
matters related to such risk. [FIN 46(R), paragraph Cn74, sequence 287.2.2.2.2
.2.5.6]

810-10-55-169 The senior security holders have no voting rights and, thus, no
power to direct the activities that most significantly impact the VIE's economic
performance. [FIN 46(R), paragraph Cn75, sequence 287.2.2.2.2.2.5.7]

810-10-55-170 If a reporting entity has the power to direct the activities of a VIE
that_ most significantly impact the VIE's economic performance, then under the
requirements of paragraph 810-10-25-38A, that reporting entity also is required
to determine whether it has the obligation to absorb losses of the VIE that could
potentially be significant to the VIE or the right to receive benefits from the VIE
that could potentially be significant to the VIE. The transferor, through its residual
tranche ownership, has the obligation to absorb losses and the right to receive
benéefits, either of which could potentially be significant to the VIE. The transferor,
for its servicing activities, receives a fixed fee that provides it with the right to
receive benefits of the VIE. The transferor concluded that those benefits could
not potentially be significant to the VIE. [FIN 46(R), paragraph Cn76, sequence
287.2.2.2.2.2.5.8]

810-10-55-171 On the basis of the specific facts and circumstances presented in
this Case and the analysis performed, the transferor would be deemed to be the
primary beneficiary of the VIE because: [FIN 46(R), paragraph Cn77, sequence
287.2.2.2.2.2.5.9]
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a. ltis the variable interest holder with the power to direct the activities of
the VIE that most significantly impact the VIE’s economic performance.
[FIN 46(R), paragraph Cn77, sequence 287.2.2.2.2.2.6.1]

b. Through its residual tranche ownership, it has the obligation to absorb
losses and the right to receive benefits, either of which could potentially
be significant to the VIE. [FIN 46(R), paragraph Cn77, sequence
287.2.2.2.2.2.6.2]

> > > Case G: Property Lease Entity

810-10-55-172 A VIE is created and financed with $950 of 5-year fixed-rate debt
and $50 of equity. The VIE uses the proceeds from the issuance to purchase
property to be leased to a lessee with an AA credit rating. The equity is
subordinate to the debt because the debt is paid before any cash flows are
available to the equity investors. The lease has a five-year term and is classified
as a direct finance lease by the lessor and as an operating lease by the lessee.
The lessee, however, is considered the owner of the property for tax purposes
and, thus, receives tax depreciation benefits. [FIN 46(R), paragraph Cn78,
sequence 287.2.2.2.2.2.6.3]

810-10-55-173 The lessee is required to provide a first-loss residual value
quarantee for the expected future value of the leased property at the end of five
years (the option price) up to a specified percentage of the option price, and it
has a fixed-price purchase option to acquire the property for the option price. If
the lessee does not exercise the fixed-price purchase option at the end of the
lease term, the lessee is required to remarket the property on behalf of the VIE. If
the property is sold for an amount less than the option price, the lessee is
required to pay the VIE the difference between the option price and the sales
proceeds, which is not to exceed a specified percentage of the option price. If the
property is sold for an amount greater than the option price, the lessee is entitled
to the excess of the sales proceeds over the option price. A third-party residual
value guarantor provides a very small additional residual value guarantee to the
lessor VIE, which allows the lessor to achieve direct financing lease treatment.
[FIN 46(R), paragraph Cn79, sequence 287.2.2.2.2.2.6.4]

810-10-55-174 The governing documents for the VIE do not permit the VIE to
buy additional assets or sell existing assets during the five-year holding period,
and the terms of the lease agreement and the governing documents for the VIE
do not provide the equity holders with the power to direct any activities of the
VIE. The VIE was formed so that the lessee would have rights to use the
property under an operating lease and would retain substantially all of the risks
and rewards from appreciation or depreciation in value of the leased property.
[FIN 46(R), paragraph Cn80, sequence 287.2.2.2.2.2.6.5]

810-10-55-175 The transaction was marketed to potential investors as an
investment in a portfolio of AA-rated assets collateralized by leased property that
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would provide a fixed-rate return to debt holders equivalent to AA-rated assets.
The return to equity investors is expected to be slightly greater than the return to
the debt investors because the equity is subordinated to the debt. [FIN 46(R),
paragraph Cn81, sequence 287.2.2.2.2.2.6.6]

810-10-55-176 To evaluate the facts and circumstances and determine which
reporting entity, if any, is the primary beneficiary of a VIE, paragraph 810-10-25-
38A requires that a reporting entity determine the purpose and design of the VIE,
including the risks that the VIE was designed to create and pass through to its
variable interest holders. In making this assessment, the variable interest holders
of the VIE determined the following: [FIN 46(R), paragraph Cn82, sequence
287.2.2.2.2.2.6.7]

a. The primary purpose for which the VIE was created was to provide the
lessee with use of the property for five years with substantially all of the
rights and obligations of ownership, including tax benefits. [FIN 46(R),
paragraph Cn82, sequence 287.2.2.2.2.2.6.8]

b. The VIE was marketed to potential investors as an investment in a
portfolio of AA-rated assets collateralized by leased property that would
provide a fixed-rate return to debt holders equivalent to AA-rated assets.
The return to equity investors is expected to be slightly greater than the
return to the debt investors because the equity is subordinated to the
debt. [FIN 46(R), paragraph Cn82, sequence 287.2.2.2.2.2.6.9]

c. _The residual value guarantee effectively transfers substantially all of the
risk associated with the underlying property (that is, decreases in value)
to the lessee and the fixed-price purchase option effectively transfers
substantially all of the rewards from the underlying property (that is,
increases in_value) to the lessee. [FIN 46(R), paragraph Cn82,
sequence 287.2.2.2.2.2.7.1]

d. The VIE is designed to be exposed to the risks associated with a
cumulative change in fair value of the leased property at the end of five
years as well as credit risk related to the potential default by the lessee
of its contractually required lease payments. [FIN 46(R), paragraph
Cn82, sequence 287.2.2.2.2.2.7.2]

810-10-55-177 The debt investors, the equity investors, and the lessee are the
variable interest holders in the VIE. [FIN 46(R), paragraph Cn83, sequence
287.2.2.2.2.2.7.3]

810-10-55-178 Paragraph 810-10-25-38B requires that a reporting entity identify
which activities most significantly impact the VIE's economic performance and
determine _whether it has the power to direct those activities. The economic
performance of the VIE is significantly impacted by the fair value of the
underlying property and the credit of the lessee. The lessee’s maintenance and
operation of the leased property has a direct effect on the fair value of the
underlying property, and the lessee directs the remarketing of the property. The
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lessee also has the ability to increase the benefits it can receive and limit the
losses it can suffer by the manner in which it uses the property and how it
remarkets the property. [FIN 46(R), paragraph Cn84, sequence
287.2.2.2.2.2.7.4]

810-10-55-179 The debt holders do not have the power to direct activities that
most significantly impact the VIE’s economic performance. Although the equity
holders establish the terms of the lease agreement, the terms of the lease
agreement do not provide the equity holders with the power to direct activities
that most significantly impact the VIE's economic performance. [FIN 46(R),
paragraph Cn85, sequence 287.2.2.2.2.2.7.5]

810-10-55-180 If a reporting entity has the power to direct the activities of a VIE
that most significantly impact the VIE’'s economic performance, then under the
requirements of paragraph 810-10-25-38A, that reporting entity also is required
to determine whether it has the obligation to absorb losses of the VIE that could
potentially be significant to the VIE or the right to receive benefits from the VIE
that could potentially be significant to the VIE. The lessee has both the obligation
to absorb losses that could potentially be significant to the VIE and the right to
receive benefits that could potentially be significant to the VIE through the
residual value guarantee and the purchase option, respectively. [FIN 46(R),
paragraph Cn86, sequence 287.2.2.2.2.2.7.6]

810-10-55-181 On the basis of the specific facts and circumstances presented in
this Case and the analysis performed, the lessee would be deemed the primary
beneficiary of the VIE because: [FIN 46(R), paragraph Cn87, sequence
287.2.2.2.2.2.7.7]

a. ltis the variable interest holder with the power to direct the activities of
the VIE that most significantly impact the VIE’s economic performance.
[FIN 46(R), paragraph Cn87, sequence 287.2.2.2.2.2.7.8]

b. Through its residual value guarantee and purchase option, it has the
obligation to absorb losses of the VIE that could potentially be
significant to the VIE and the right to receive benefits from the VIE that
could potentially be significant to the VIE. [FIN 46(R), paragraph Cn87,
sequence 287.2.2.2.2.2.7.9]

> > > Case H: Collaboration—Joint Venture Arrangement

810-10-55-182 The following Cases illustrate the application of the guidance in
paragraphs 810-10-25-38A through 25-38G related to the determination of the
entity that has the power to direct the activities of the VIE that most significantly
impact the VIE’s economic performance.

a. Joint decision making, different activities (Case H1)
b. Separate decision making, different activities (Case H2)

73



c. _Separate decision making, same activities (Case H3)
d. Separate decision making, similar and different activities (Case H4).

810-10-55-183 Each of the Cases share the following assumptions:

a. Reporting Entity A and Reporting Entity B form a VIE to manufacture,
distribute, and sell a beverage. The VIE is funded with $95 million of 20-
year fixed-rate debt and $5 million of equity. The debt is widely
dispersed among third-party investors. The equity is held by Reporting
Entity A and Reporting Entity B. Reporting Entity A and Reporting Entity
B are not related parties. [FIN 46(R), paragraph Cn88, sequence
287.2.2.2.2.2.8.1]

b. Reporting Entity A and Reporting Entity B each have 50 percent of the
voting rights and each represents 50 percent of the board of directors.
[FIN 46(R), paragraph Cn88, sequence 287.2.2.2.2.2.8.2]

c. Reporting Entity A is a beverage manufacturer and distributor.
Reporting Entity B is also a beverage manufacturer and distributor. [FIN
46(R), paragraph Cn88, sequence 287.2.2.2.2.2.8.3]

> > > > Case H1: Joint Decision Making, Different Activities

810-10-55-184 Reporting Entity A is responsible for manufacturing the beverage.
Reporting Entity B is responsible for distributing and selling the beverage.
Decisions about the manufacturing, distributing, and selling of the beverage
require the consent of both Reporting Entity A and Reporting Entity B. All other
decisions about the VIE are jointly decided by Reporting Entity A and Reporting
Entity B through their voting interests and equal board representation. Any
matters that cannot be resolved or agreed upon must be resolved through a
third-party arbitration process. [FIN 46(R), paragraph Cn88, sequence
287.2.2.2.2.2.8.4]

810-10-55-185 To evaluate the facts and circumstances and determine which
reporting entity, if any, is the primary beneficiary of a VIE, paragraph 810-10-25-
38A requires that a reporting entity determine the purpose and design of the VIE,
including the risks that the VIE was designed to create and pass through to its
variable interest holders. In making this assessment, the variable interest holders
of the VIE determined that the primary purpose for which the VIE was created
was to provide Reporting Entity A with access to Reporting Entity B’s distribution
and sales network and for Reporting Entity B to gain access to Reporting Entity
A’s _manufacturing process and technology. [FIN 46(R), paragraph Cn89,
sequence 287.2.2.2.2.2.8.5]

810-10-55-186 Reporting Entity A and Reporting Entity B (through their equity
investment) and the debt investors are the variable interest holders in the VIE.
[FIN 46(R), paragraph Cn90, sequence 287.2.2.2.2.2.8.6]
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810-10-55-187 Paragraph 810-10-25-38B requires that a reporting entity identify
which activities most significantly impact the VIE's economic performance and
determine whether it has the power to direct those activities. The economic
performance of the VIE is significantly impacted by the manufacturing of the
beverage and by the selling and distributing of the beverage. Thus, the activities
that significantly impact the VIE's economic performance are the activities that
significantly impact the manufacturing of the beverage and the selling and
distributing of the beverage. [FIN 46(R), paragraph Cn91, sequence 287.2.2.2.2
.2.8.7]

810-10-55-188 Paragraph 810-10-25-38D provides that if a reporting entity
determines that power is, in fact, shared among multiple parties such that no one
party has the power to direct the activities of a VIE that most significantly impact
the VIE’s economic performance, then no party is the primary beneficiary. Power
is shared if two or more unrelated parties together have the power to direct the
activities of a VIE that most significantly impact the VIE’s economic performance,
and if decisions about those activities require the consent of each of the parties
sharing power. [FIN 46(R), paragraph Cn92, sequence 287.2.2.2.2.2.8.8]

810-10-55-189 Reporting Entity A and Reporting Entity B share the power to
direct the activities that will most significantly impact the economic performance
of the VIE through their ability to make decisions about the manufacturing,
distributing, and selling of the beverage and because of the fact that those
decisions require each party’s consent. [FIN 46(R), paragraph Cn93, sequence
287.2.2.2.2.2.8.9]

810-10-55-190 The debt holders of the VIE have no voting rights and no other
rights that provide them with the power to direct the activities that most
significantly impact the VIE’s economic performance. [FIN 46(R), paragraph
Cn94, sequence 287.2.2.2.2.2.9.1]

810-10-55-191 If a reporting entity has the power to direct the activities of a VIE
that_ most significantly impact the VIE's economic performance, then under the
requirements of paragraph 810-10-25-38A, that reporting entity also is required
to determine whether it has the obligation to absorb losses of the VIE that could
potentially be significant to the VIE or the right to receive benefits from the VIE
that could potentially be significant to the VIE. Reporting Entity A and Reporting
Entity B both have the obligation to absorb losses and the right to receive
benefits that could potentially be significant to the VIE through their equity
interests. [FIN 46(R), paragraph Cn95, sequence 287.2.2.2.2.2.9.2]

810-10-55-192 On the basis of the specific facts and circumstances presented in
this Case and the analysis performed, the VIE does not have a primary
beneficiary because the power to direct the activities of the VIE that most
significantly impact the VIE’'s economic performance, is, in fact, shared among
multiple parties (Reporting Entity A and Reporting Entity B) such that no one
party has the power to direct the activities of the VIE that most significantly
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impact the VIE's economic performance. [FIN 46(R), paragraph Cn96,
sequence 287.2.2.2.2.2.9.3]

> > > > Case H2: Separate Decision Making, Different Activities

810-10-55-193 Assume that decisions about the manufacturing, distributing, and
selling of the beverage do not require the consent of both Reporting Entity A and
Reporting Entity B. Each reporting entity would be required to identify which
activities _most _significantly _impact the VIE’'s economic performance and
determine whether it has the power to direct those activities. The party with the
power to direct those activities would be the primary beneficiary of the VIE.
Because decisions about these activities do not require the consent of both
Reporting Entity A and Reporting Entity B, power would not be considered
shared, and either Reporting Entity A or Reporting Entity B would be the primary
beneficiary of the VIE, on the basis of which party has the power to direct the
activities _of the VIE that most significantly impact the VIE’s economic
performance. [FIN 46(R), paragraph Cn97, sequence 287.2.2.2.2.2.9.4]

> > > > Case H3: Separate Decision Making, Same Activities

810-10-55-194 Assume that Reporting Entity A and Reporting Entity B each
manufacture, distribute, and sell the beverage in different locations, but decisions
about these activities do not require the consent of both Reporting Entity A and
Reporting Entity B. That is, each reporting entity is responsible for the same
activities. Because decisions about these activities do not require the consent of
both Reporting Entity A and Reporting Entity B, power would not be considered
shared. [FIN 46(R), paragraph Cn98, sequence 287.2.2.2.2.2.9.5]

810-10-55-195 If a reporting entity concludes that power is not shared but the
activities that most significantly impact the VIE’s economic performance are
directed by multiple unrelated parties and the nature of the activities that each
party is directing is the same, the party, if any, with the power over the majority of
those activities shall be considered to have the power to direct the activities of a
VIE that most significantly impact the VIE’'s economic performance. If no party
directs the maijority of those activities, the VIE does not have a primary
beneficiary. [FIN 46(R), paragraph Cn99, sequence 287.2.2.2.2.2.9.6]

810-10-55-196 If Reporting Entity A or Reporting Entity B has power over the
majority of those activities, then that party would be the primary beneficiary of the
VIE. [FIN 46(R), paragraph Cn100, sequence 287.2.2.2.2.2.9.7]

> > > > Case H4: Separate Decision Making, Similar and Different Activities

810-10-55-197 Assume that Reporting Entity A and Reporting Entity B are each
responsible for manufacturing the beverage, but Reporting Entity B is also
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responsible for all of the distributing and selling of the beverage, and decisions
about the manufacturing, distributing, and selling of the beverage do not require
the consent of both Reporting Entity A and Reporting Entity B. Each reporting
entity would be required to identify which activities most significantly impact the
VIE’s economic performance and determine whether it has the power to direct
those activities. The party with the power to direct those activities would be the
primary beneficiary of the VIE. That is, power would not be considered shared,
and either Reporting Entity A or Reporting Entity B would be the primary
beneficiary of the VIE. However, if a reporting entity concludes that power is not
shared but the activities that most significantly impact the VIE's economic
performance are directed by multiple unrelated parties and the nature of the
activities that each party is directing is the same, the party, if any, with the power
over the majority of those activities shall be considered to have the power to
direct the activities of a VIE that most significantly impact the VIE’s economic
performance. If no party directs the majority of those activities, the VIE does not
have a primary beneficiary. [FIN 46(R), paragraph Cn101, sequence
287.2.2.2.2.2.9.8]

810-10-55-198 Reporting Entity B may conclude that its power over some of the
manufacturing of the beverage, combined with its power over all of the
distributing and selling of the beverage, results in its being the party with the
power to direct the activities that most significantly impact the VIE's economic
performance. However, if Reporting Entity B were to conclude that the
distributing and selling of the beverage did not significantly impact the economic
performance of the VIE, then the primary beneficiary of the VIE would be the
party, if any, with the power over the maijority of the manufacturing of the
beverage. [FIN 46(R), paragraph Cn102, sequence 287.2.2.2.2.2.9.9]

> > > Case |: Furniture Manufacturing Entity

810-10-55-199 A VIE is created by a furniture manufacturer and a financial
investor to manufacture and sell wood furniture to retail customers in a particular
geographic region. The VIE was created because the furniture manufacturer has
no viable distribution channel in that particular geographic region. The VIE is
established with $100 of equity, contributed by the furniture manufacturer, and $3
million of 10-year fixed-rate debt, provided by a financial investor. The furniture
manufacturer establishes the sales and marketing strategy of the VIE, manages
the day-to-day activities of the VIE, and is responsible for preparing and
implementing the annual budget for the VIE. The VIE has a distribution contract
with a third party that does not represent a variable interest in the VIE. Interest is
paid to the fixed-rate debt holder (the financial investor) from operations before
funds are available to the equity holder. The furniture manufacturer has
guaranteed the fixed-rate debt to the financial investor. The debt agreement
includes a clause such that if there is a materially adverse change that materially
impairs the ability of the VIE and the furniture manufacturer to pay the debt, then
the financial investor can take possession of all the assets of the VIE. An
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independent third party must objectively determine whether a materially adverse
change has occurred on the basis of the terms of the debt agreement (an
example of a materially adverse change under the debt agreement is the
bankruptcy of the VIE). [FIN 46(R), paragraph Cn103, sequence
287.2.2.2.2.3.1.1]

810-10-55-200 To evaluate the facts and circumstances and determine which
reporting entity, if any, is the primary beneficiary of a VIE, paragraph 810-10-25-
38A requires that a reporting entity determine the purpose and design of the VIE,
including the risks that the VIE was designed to create and pass through to its
variable interest holders. In making this assessment, the variable interest holders
of the VIE determined the following: [FIN 46(R), paragraph Cn104, sequence
287.2.2.2.2.3.1.2]

a. _The primary purpose for which the VIE was created was to enable the
furniture _manufacturer to extend its existing business line _into _a
particular_geographic region that lacked a viable distribution channel.
[FIN 46(R), paragraph Cn104, sequence 287.2.2.2.2.3.1.3]

b. The VIE was marketed to the financial investor as a fixed-rate
investment in a retail operating entity, supported by the furniture
manufacturer’s expertise and guarantee. [FIN 46(R), paragraph Cn104,
sequence 287.2.2.2.2.3.1.4]

c. _The furniture manufacturer’s guarantee of the debt effectively transfers
all of the operating risk of the VIE to the furniture manufacturer. [FIN
46(R), paragraph Cn104, sequence 287.2.2.2.2.3.1.5]

810-10-55-201 The furniture manufacturer and the financial investor (debt holder)
are the variable interest holders in the VIE. [FIN 46(R), paragraph Cn105,
sequence 287.2.2.2.2.3.1.6]

810-10-55-202 Paragraph 810-10-25-38B requires that a reporting entity identify
which activities most significantly impact the VIE's economic performance and
determine _whether it has the power to direct those activities. The economic
performance of the VIE is most significantly impacted by the operations of the
VIE because the operating cash flows of the VIE are used to repay the financial
investor. Thus, the activities that most significantly impact the VIE’'s economic
performance are the operating activities of the VIE. The furniture manufacturer
has the ability to establish the sales and marketing strategy of the VIE and
manage the day-to-day activities of the VIE. [FIN 46(R), paragraph Cn1086,
sequence 287.2.2.2.2.3.1.7]

810-10-55-203 The debt holder has the power to take possession of all of the
assets of the VIE if there is a materially adverse change under the debt
agreement. However, the debt holder's rights under the materially adverse
change clause represent protective rights{Glossary-Protective Rights}.
Protective rights held by other parties do not preclude a reporting entity from
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having the power to direct the activities of a VIE that most significantly impact the
VIE’'s _economic performance. Protective rights are designed to protect the
interests of the party holding those rights without giving that party a controlling
financial interest in the VIE to which they relate. The debt holder’s rights protect
the interests of the debt holder; however, the VIE's economic performance is
most significantly impacted by the activities over which the furniture manufacturer
has power. The debt holder's protective rights do not prevent the furniture
manufacturer from having the power to direct the activities of the VIE that most
significantly impact the VIE’s economic performance. [FIN 46(R), paragraph
Cn107, sequence 287.2.2.2.2.3.1.8]

810-10-55-204 If a reporting entity has the power to direct the activities of a VIE
that most significantly impact the VIE’'s economic performance, then under the
requirements of paragraph 810-10-25-38A, that reporting entity also is required
to determine whether it has the obligation to absorb losses of the VIE that could
potentially be significant to the VIE or the right to receive benefits that could
potentially be significant to the VIE. The furniture manufacturer has the obligation
to absorb losses that could potentially be significant through its equity interest
and debt guarantee and the right to receive benefits that could potentially be
significant through its equity interest. [FIN 46(R), paragraph Cn108, sequence
287.2.2.2.2.3.1.9]

810-10-55-205 On the basis of the specific facts and circumstances presented in
this Case and the analysis performed, the furniture manufacturer would be the
primary beneficiary of the VIE because: [FIN 46(R), paragraph Cn109,
sequence 287.2.2.2.2.3.2.1]

a. ltis the variable interest holder with the power to direct the activities of
the VIE that most significantly impact the VIE’s economic performance.
[FIN 46(R), paragraph Cn109, sequence 287.2.2.2.2.3.2.2]

b. Through its equity interest and debt guarantee, it has the obligation to
absorb losses of the VIE that could potentially be significant to the VIE
and the right to receive benefits from the VIE that could potentially be
significant to the VIE. [FIN 46(R), paragraph Cn109, sequence 287.2.2
.2.2.3.2.3]

46. Amend paragraph 810-10-65-1, with no link to a transition paragraph, as
follows:

> Transition Related to FASB Statement No. 160, Noncontrolling Interests
in Consolidated Financial Statements—an amendment of ARB No. 51

810-10-65-1 The following represents the ftransition and, effective date
information related to FASB Statement No. 160, Noncontrolling Interests in
Consolidated Financial Statements—an amendment of ARB No. 51:
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a. Except as noted in item (d), the pending content that links to this
paragraph is effective for fiscal years, and interim periods within those
fiscal years, beginning on or after December 15, 2008. Earlier adoption
is prohibited.

b. The pending content that links to this paragraph shall be applied
prospectively as of the beginning of the fiscal year in which that content
is initially adopted, except for the presentation and disclosure
requirements. The presentation and disclosure requirements shall be
applied retrospectively for all periods presented, as follows:

1. The noncontrolling interest shall be reclassified to equity in
accordance with paragraph 810-10-45-16.

2. Consolidated net income shall be adjusted to include the net
income attributed to the noncontrolling interest.

3. Consolidated comprehensive income shall be adjusted to include
the comprehensive income attributed to the noncontrolling interest.

4. The disclosures in paragraphs 810-10-50-1A through 50-1B shall
be provided.

c. Paragraph 810-10-45-21 requires that the noncontrolling interest
continue to be attributed its share of losses even if that attribution
results in a deficit noncontrolling interest balance. If, in the year of
adoption, an entity’s consolidated net income attributable to the parent
would have been significantly different had the prior requirement in
paragraph 810-10-45-7 been applied, the entity shall disclose pro forma
consolidated net income attributable to the parent and pro forma
earnings per share as if the previous prior requirement in paragraph
810-10-45-7 had been applied in the year of adoption.

d. Not-for-profit entities (NFPs) shall not apply the pending text that links to
this paragraph.

€. The pending content linked to this paragraph may amend or supersede
either nonpending content or other pending content with different or the
same effective dates. If a paragraph contains multiple pending content
versions of that paragraph, it may be necessary to refer to the transition
paragraphs of all such pending content to determine the paragraph that
is applicable to a particular fact pattern.

47.  Add paragraph 810-10-65-2 and its related heading as follows:

> Transition Related to FASB Statement No. 167, Amendments to FASB
Interpretation No. 46(R

810-10-65-2 The following represents the transition and effective date
information related to FASB Statement No. 167, Amendments to FASB
Interpretation No. 46(R):
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The pending content that links to this paragraph is effective as of the

beginning of each reporting entity’s first annual reporting period that
begins after November 15, 2009, for interim periods within that first
annual reporting period, and for interim and annual reporting periods
thereafter. Earlier application is prohibited. For public entities, in periods
after initial adoption, comparative disclosures for those disclosures that
were not previously required by paragraphs 810-10-50-7 through 50-19
are_required only for periods after the effective date. Comparative
information for disclosures previously required by those paragraphs that
are also required by the pending content in the Variable Interest Entities
Subsections shall be presented. For nonpublic entities, in periods after
initial adoption, comparative disclosures for those disclosures that were
not previously required are required only for periods after the effective
date. Comparative information for disclosures previously required that
are also required by the pending content in the Variable Interest Entities
Subsections shall be presented. [FAS 167, paragraph 4, sequence 4]

If a reporting entity is required to consolidate a variable interest entity

(VIE) as a result of the initial application of the pending content that links
to this paragraph, the initial measurement of the assets, liabilities, and
noncontrolling interests of the VIE depends on whether the
determination of their carrying amounts is practicable. In this context,
carrying amounts refers to the amounts at which the assets, liabilities,
and _noncontrolling interests would have been carried in_the
consolidated financial statements if the requirements of the pending
content that links to this paragraph had been effective when the
reporting entity first met the conditions to be the primary beneficiary.

[FAS 167, paragraph 5, sequence 5.1]

. If determining the carrying amounts is practicable, the consolidating
entity shall _initially measure the assets, liabilities, and
noncontrolling interests of the VIE at their carrying amounts at the
date the requirements of the pending content that links to this
paragraph first apply. [FAS 167, paragraph 5, sequence 5.1]

2. If determining the carrying amounts is not practicable, the assets,
liabilities, and noncontrolling interests of the VIE shall be measured
at fair value at the date the pending content that links to this
paragraph first applies. However, [FAS 167, paragraph 5,
sequence 5.2] as an alternative to this fair value measurement
requirement, [FAS 167, paragraph 5, sequence 5.5] the assets
and liabilities of the VIE may be measured at their unpaid principal
balances [FAS 167, paragraph 5, sequence 5.4] at the date the
pending content that links to this paragraph first applies if both of
the following conditions are met. [FAS 167, paragraph 5,
sequence 5.6]

i. The activities of the VIE are primarily related to securitizations
or _other forms of asset-backed financings. [FAS 167,
paragraph 5, sequence 5.3.1]
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ii. The assets of the VIE can be used only to settle obligations of
the entity. [FAS 167, paragraph 5, sequence 5.3.2]

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
standards, shall be measured at fair value. [FAS 167, paragraph 5,
sequence 5.7]

Any difference between the net amount added to the balance sheet of

the consolidating entity and the amount of any previously recognized
interest _in _the newly consolidated VIE shall be recognized as a
cumulative effect adjustment to retained earnings. [FAS 167,
paragraph 5, sequence 5.8]_A reporting entity shall describe the
transition method(s) applied and shall disclose the amount and
classification in its statement of financial position of the consolidated
assets or_liabilities by the transition _method(s) applied. [FAS 167,
paragraph 5, sequence 5.9]

A reporting entity that is required to consolidate a VIE as a result of the

initial application of the pending content in the Variable Interest Entities

Subsections may elect the fair value option provided by the Fair Value

Option Subsections of Subtopic 825-10, only if the reporting entity elects

the option for all financial assets and financial liabilities of that VIE that

are eligible for this option under those Fair Value Option Subsections.

This election shall be made on a VIE-by-VIE basis. Along with the

disclosures required in those Fair Value Option Subsections, the

consolidating reporting entity shall disclose all of the following: [FAS

167, paragraph 6, sequence 6.1]

i. Management's reasons for electing the fair value option for a
particular VIE or group of VIE’s [FAS 167, paragraph 6, sequence
6.1.1]

ii. The reasons for different elections if the fair value option is elected
for some VIE’s and not others [FAS 167, paragraph 6, sequence
6.1.2]

iii. Quantitative information by line item in the statement of financial
position indicating the related effect on the cumulative-effect
adjustment to retained earnings of electing the fair value option for
a VIE. [FAS 167, paragraph 6, sequence 6.1.3]

If a reporting entity is required to deconsolidate a VIE as a result of the

initial application of the pending content in the Variable Interest Entities
Subsections, the deconsolidating reporting entity shall initially measure
any retained interest in the deconsolidated subsidiary at its carrying
amount at the date the requirements of the pending content in the
Variable Interest Entities Subsections first apply. 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 the pending
content in the Variable Interest Entities Subsections had been effective
when the reporting entity became involved with the VIE or no longer met
the conditions to be the primary beneficiary. Any difference between the
net amount removed from the balance sheet of the deconsolidating
reporting entity and the amount of any retained interest in _the newly
deconsolidated VIE shall be recognized as a cumulative-effect
adjustment to retained earnings. The amount of any cumulative-effect
adjustment related to deconsolidation shall be disclosed separately from
any cumulative effect adjustment related to consolidation of VIEs. [FAS
167, paragraph 7, sequence 7]

The determinations of whether a legal entity is a VIE and which

reporting entity, if any, is a VIE’s primary beneficiary shall be made as of
the date the reporting entity became involved with the legal entity or if
events requiring reconsideration of the legal entity’s status or the status
of its variable interest holders have occurred, as of the most recent date
at _which the pending content in the Variable Interest Entities
Subsections would have required consideration. [FAS 167, paragraph
8, sequence 8.1]

If at transition it is not practicable for a reporting entity to obtain the

information necessary to make the determinations in (f) 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 the pending content in the
Variable Interest Entities Subsections is first applied. [FAS 167,
paragraph 8, sequence 8.2]

If the VIE and primary beneficiary determinations are made in

accordance with subparagraphs (f) and (g) above, then the primary
beneficiary shall _measure the assets, liabilities, and noncontrolling
interests of the VIE at fair value as of the date on which the pending
content in_the Variable Interest Entities Subsections is first applied.
However, if the activities of the VIE are primarily related to
securitizations or other forms of asset-backed financings and the assets
of the VIE can be used only to settle obligations of the VIE, then the
assets and liabilities of the VIE may be measured at their unpaid
principal balances (as an alternative to a fair value measurement) at the
date the pending content in the Variable Interest Entities Subsections
first applies. 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 standards,
shall be measured at fair value. [FAS 167, paragraph 8, sequence 8.3]
The pending content in the Variable Interest Entities Subsections may

be applied retrospectively in previously issued financial statements for
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one or more years with a cumulative-effect adjustment to retained
earnings as of the beginning of the first year restated. [FAS 167,
paragraph 9, sequence 9]

i.  The pending content linked to this paragraph may amend or supersede
either nonpending content or other pending content with different or the
same effective dates. If a paragraph contains multiple pending content
versions of that paragraph, it may be necessary to refer to the transition
paragraphs of all such pending content to determine the paragraph that
is applicable to a particular fact pattern.

Amendment to Subtopic 810-20

48.  Amend paragraph 810-20-05-2, with a link to transition paragraph 810-10-
65-2, as follows:
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Consolidation—Control of Partnerships and Similar Entities—
Overview and Background

810-20-05-2 Joint venture accounting is addressed in Topic 323. Real estate joint
venture accounting is addressed in Subtopic 970-323. Accounting for certain
kick-out rights with respect to variable interest entities (VIEs) can be found in

paragraph 810-10-25-38C.paragraphs-810-10-55-34-through-55-35-

Amendment to Subtopic 712-10

Compensation—Nonretirement Postemployment Benefits—
Overall—Relationships

49.  Amend paragraph 712-10-60-2, with a link to transition paragraph 810-10-
65-2, as follows:

> Consolidation

712-10-60-2 For guidance prohibiting the consolidation of an employee benefit
plan subject to the provisions of this Subtopic, see paragraph 810-10-15-12(a)
810-10-15-17.

Amendment to Subtopic 952-10

50. Add paragraph 952-10-60-3 and its related heading, with a link to
transition paragraph 810-10-65-2, as follows:

Franchisors—Overall—Relationships
> Consolidation

952-10-60-3 For guidance on consolidation requirements applicable to a
franchisor related to an entity that is the franchisee, see Subtopic 810-10.

Amendment to Subtopic 952-810

51.  Supersede all paragraphs and headings in each Section of Subtopic 952-
810, including the Glossary Section, with a link to transition paragraph 810-10-
65-2, as follows:
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Franchisors—Consolidation—Overview and Background

952- 810 05-1 Paraqraph superseded bv Accountlnq Standards UDdate 2009-

Franchisors—Consolidation—Scope and Scope Exceptions

> Overall- Guidance

952- 810 15-1 Paraqraph superseded by Accountlnq Standards UDdate 2009-
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Franchisors—Consolidation—Implementation Guidance and
lllustrations
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Amendments to Status Sections

52. Amend paragraph 810-10-00-1, by adding the following items to the table,

as follows:

810-10-00-1 The following table identifies the changes made to this Subtopic.

Accounting
Paragraph Standards
Number Action Update Date
810-10-05-8 Amended 2009-17 12/23/2009
810-10-05-8A Added 2009-17 12/23/2009
810-10-05-9 Amended 2009-17 12/23/2009
810-10-05-10 Amended 2009-17 12/23/2009
810-10-15-13A Added 2009-17 12/23/2009
810-10-15-13B Added 2009-17 12/23/2009
810-10-15-14 Amended 2009-17 12/23/2009
810-10-15-17 Amended 2009-17 12/23/2009
810-10-15-21 Amended 2009-17 12/23/2009
Kick-out Rights Added 2009-17 12/23/2009
Participating Rights | Added 2009-17 12/23/2009
Primary Beneficiary | Amended 2009-17 12/23/2009
Protective Rights Added 2009-17 12/23/2009
810-10-25-21 Amended 2009-17 12/23/2009
810-10-25-22 Amended 2009-17 12/23/2009
810-10-25-36 Amended 2009-17 12/23/2009
through 25-38
810-10-25-38A Added 2009-17 12/23/2009
through 25-38G
810-10-25-39 Superseded 2009-17 12/23/2009
through 25-41
810-10-25-43 Amended 2009-17 12/23/2009
810-10-25-44 Amended 2009-17 12/23/2009
810-10-25-53 Amended 2009-17 12/23/2009
810-10-25-54 Amended 2009-17 12/23/2009
810-10-30-4 Amended 2009-17 12/23/2009
810-10-30-7 Amended 2009-17 12/23/2009
810-10-30-8 Amended 2009-17 12/23/2009
810-10-30-8A Added 2009-17 12/23/2009
through 30-8D
810-10-30-9 Amended 2009-17 12/23/2009
810-10-35-4 Amended 2009-17 12/23/2009
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Accounting

Paragraph Standards

Number Action Update Date
810-10-35-5 Superseded 2009-17 12/23/2009
810-10-45-25 Added 2009-17 12/23/2009
810-10-50-2A Superseded 2009-17 12/23/2009
810-10-50-2AA Added 2009-17 12/23/2009
through 50-2AC

810-10-50-3 Amended 2009-17 12/23/2009
810-10-50-4 Amended 2009-17 12/23/2009
810-10-50-5 Superseded 2009-17 12/23/2009
810-10-50-5A Added 2009-17 12/23/2009
810-10-50-5B Added 2009-17 12/23/2009
810-10-50-6 Amended 2009-17 12/23/2009
810-10-50-7 Superseded 2009-17 12/23/2009
810-10-50-8 Superseded 2009-17 12/23/2009
810-10-50-9 Amended 2009-17 12/23/2009
810-10-50-10 Amended 2009-17 12/23/2009
810-10-50-11 Superseded 2009-17 12/23/2009
through 50-19

810-10-55-5 through | Superseded 2009-17 12/23/2009
55-8

810-10-55-16 Amended 2009-17 12/23/2009
810-10-55-21 Amended 2009-17 12/23/2009
810-10-55-24 Amended 2009-17 12/23/2009
810-10-55-28 Amended 2009-17 12/23/2009
through 55-30

810-10-55-33 Superseded 2009-17 12/23/2009
through 55-36

810-10-55-37 Amended 2009-17 12/23/2009
810-10-55-38 Amended 2009-17 12/23/2009
810-10-55-40 Amended 2009-17 12/23/2009
810-10-55-50 Amended 2009-17 12/23/2009
810-10-55-56 Amended 2009-17 12/23/2009
810-10-55-90 Moved to 810-10-55- | 2009-17 12/23/2009
through 55-92 206 through 55-209

810-10-55-93 Added 2009-17 12/23/2009
through 55-205

810-10-55-206 Moved from 810-10- 2009-17 12/23/2009
through 55-209 55-90 through 55-92

810-10-65-1 Amended 2009-17 12/23/2009
810-10-65-2 Added 2009-17 12/23/2009
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53.  Amend paragraph 810-20-00-1 as follows:

810-20-00-1 No—updates—have-been—-made-to-this—subtopic.The following table
identifies the changes made to this Subtopic.

Accounting
Paragraph Standards
Number Action Update Date
810-20-05-2 Amended 2009-17 12/23/2009

54.  Amend paragraph 712-10-00-1 as follows:

712-10-00-1 Ne—updates—have-been-made-to-this—subtopic-The following table

identifies the changes made to this Subtopic.

Accounting
Paragraph Standards
Number Action Update Date
712-10-60-2 Amended 2009-17 12/23/2009

55.  Add paragraph 952-10-00-1 as follows:

952-10-00-1 The following table identifies the changes made to this Subtopic.

Accounting
Paragraph Standards
Number Action Update Date
952-10-60-3 Added 2009-17 12/23/2009

56.  Add paragraph 952-810-00-1 as follows:

952-810-00-1 The following table identifies the changes made to this Subtopic.

Accounting
Paragraph Standards
Number Action Update Date
Subtopic 952-810 Superseded 2009-17 12/23/2009
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Amendments to the XBRL Taxonomy

The following elements are proposed additions or modifications to the XBRL
taxonomy as a result of the amendments in this Update. (Elements that currently
exist in the 2009 taxonomy are marked with an asterisk* and have been bolded.
If an existing element was modified, it has been marked to reflect any changes.)

Standard Label'

Definition

Codification
Reference

Consolidation
Variable Interest
Entity Policy*

Describes an-entity’s-accounting-policy
S L A L

forVariable-interest-entities. the

significant judgments and assumptions

235-10-50-3
810-10-50-2AA
810-10-50-4
810-10-50-5A

made in determining whether a variable
interest held by the entity requires the
variable interest entity to be
consolidated and (or) disclose
information about its involvement with
the variable interest entity; the
methodology used by the entity for
determining whether or not it is the
primary beneficiary of the variable
interest entity; and the significant
factors considered and judgments made
in determining that the power to direct
the activities that significantly impact the
economic performance of the variable
interest entity are shared (as defined).

™The Standard Label and the Element Name are the same (except that the Element Name
does not include spaces). If they are different, the Element Name is shown in italics after

the Standard Label.
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Standard Label®

Definition

Codification
Reference

Boreficiarr]

Variable Interest
Entity, Similar Entity
Aggregation,
Description

Describes how the entity aggregates
Variable Interest Entities (VIE) for
disclosure purposes, distinguishing
between (a) VIEs that are not
consolidated because the enterprise is
not the primary beneficiary but has a
variable interest and (b) VIEs that are
consolidated.

810-10-50-9

Schedule of
Variable Interest
Entities [Text
Block]*

with-the\AE- Includes, but is not limited
to, description of the significant
judgments and assumptions made in
determining whether a variable interest
(as defined) held by the entity requires
the variable interest entity (VIE) (as
defined) to be consolidated and (or)
disclose information about its
involvement with the VIE, individually or
in aggregate (as applicable); the

810-10-50-3
810-10-50-4
810-10-50-5
810-10-50-5A
810-10-50-6
810-10-50-9
840-10-50-12
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Standard Label®

Definition

Codification
Reference

carrying amounts and classification of
the VIES’ assets and liabilities in the
entity’s statement of financial position
and the nature of restrictions, if any, on
the consolidated VIE assets included in
the statement of financial position,
including the carrying amounts of such
assets and liabilities; the nature of,
changes in, the risks associated with
involvement in the VIE; how
involvement with the VIE affects the
entity’s financial position, financial
performance, and cash flows; the lack
of recourse by creditors of the VIE
against the general credit of the entity (if
applicable); the terms of arrangements
of an explicit or implicit nature (as
defined), if any, that could require the
entity to provide financial support to the
VIE; the methodology used by the entity
for determining whether or not it is the
primary beneficiary of the variable
interest entity; the significant factors
considered and judgments made in
determining that the power to direct the
activities that significantly impact the
economic performance of the variable
interest entity are shared (as defined); a
tabular comparison of the carrying
amounts of assets and liabilities of the
VIE included in the statement of
financial position and the entity’s
maximum exposure to loss, if any,
associated with its involvement with the
VIE; information about any liquidity
arrangements, guarantees, and (or)
other commitments by third parties that
may affect the entity’s variable interest;
whether or not any financial support has
been provided to the VIE by the entity
that it was not previously required to
provide and the amount of the support
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Codification

Standard Label® Definition Reference
provided or anticipated; and
supplemental information the entity
determines necessary to provide.
Schedule of Detailed-item-by-item-diseclosures-of 810-10-50-3
Variable Interest Variable-interest-entities-andrelated 810-10-50-4
Entities [Table]* information-according-to-thefollowing 840-10-50-5
classifications:{1)-VlEs-consoclidated 810-10-50-5A
because-the-entity-is-the-primary 810-10-50-6
beneficiary,(2) VIEs not consolidated 810-10-50-9
besab.s.e t ,e entity is-notthe-pr ary
!b!e|EEI ciary-and(3) v Els. or-potential
i o ;

A tabular presentation of qualitative and
quantitative information related to
Variable Interests the entity holds,
whether or not such Variable Interest
Entity (VIE) is included in the reporting
entity’s consolidated financial
statements. Includes, but is not limited
to, description of the significant
judgments and assumptions made in

determining whether a variable interest
(as defined) held by the entity requires
the variable interest entity (VIE) (as
defined) to be consolidated and (or)
disclose information about its
involvement with the VIE, individually or
in aggregate (as applicable); the
carrying amounts and classification of
the VIES’ assets and liabilities in the
entity’s statement of financial position
and the nature of restrictions, if any, on
the consolidated VIE assets included in
the statement of financial position,
including the carrying amounts of such
assets and liabilities; the nature of,
changes in, the risks associated with
involvement in the VIE; how
involvement with the VIE affects the
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Standard Label®

Definition

Codification
Reference

entity’s financial position, financial

performance, and cash flows; the lack

of recourse by creditors of the VIE

against the general credit of the entity (if
applicable); the terms of arrangements
of an explicit or implicit nature (as
defined), if any, that could require the
entity to provide financial support to the
VIE; the methodology used by the entity
for determining whether or not it is the
primary beneficiary of the variable
interest entity; the significant factors
considered and judgments made in
determining that the power to direct the
activities that significantly impact the
economic performance of the variable
interest entity are shared (as defined); a
tabular comparison of the carrying
amounts of assets and liabilities of the
VIE included in the statement of
financial position and the entity’s
maximum exposure to loss, if any,
associated with its involvement with the
VIE; information about any liguidity
arrangements, guarantees, and (or)
other commitments by third parties that
may affect the entity’s variable interest;
whether or not any financial support has
been provided to the VIE by the entity
that it was not previously required to
provide and the amount of the support
provided or anticipated; and
supplemental information the entity
determines necessary to provide.
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Standard Label®

Definition

Codification
Reference

Variable Interest
Entities by
Classification of
Entity [Axis]*

Variable interest entities (VIE)
categorized by (1) VIEs consolidated
because the registrant is the primary
beneficiary, (2) VIEs not consolidated
because the registrant is not the
primary beneficiary, and (3) VIEs or
potential VIEs that are not consolidated
because necessary information is not
available. In general, a VIE is a
corporation, partnership, trust, or any
other legal structure used for business
purposes that either (a) does not have
equity investors with voting rights or (b)
has equity investors that do not provide
sufficient financial resources for the
entity to support its activities. A VIE
often holds financial assets, including
loans or receivables, real estate or
other property. A VIE may be
essentially passive or it may engage in
research and development or other
activities on behalf of another company.

810-10-50-3
810-10-50-4
810-10-50-6

Variable Interest
Entity,
Classification
[Domain]*
ClassificationofVari
ableinterest
EntityDomain

Fhe-status-of the- VIE-with-respectto-the
Categorization of Variable Interest
Entities (VIE) for consolidation and (or)
disclosure purposes, whether
individually or in aggregate, by: (1) VIEs
consolidated because the entity is the
primary beneficiary, (2) VIEs not
consolidated because the entity is not
the primary beneficiary, and (3) VIEs or
potential VIEs that are not consolidated
because necessary information is not
available. In general, a VIE is a
corporation, partnership, trust, or any
other legal structure used for business
purposes that either (a) does not have
equity investors with voting rights or (b)
has equity investors that do not provide
sufficient financial resources for the

810-10-50-3
810-10-50-4
810-10-50-5A
810-10-50-6
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Standard Label®

Definition

Codification
Reference

entity to support its activities. A VIE
often holds financial assets, including
loans or receivables, real estate or
other property. A VIE may be
essentially passive or it may engage in
research and development or other
activities on behalf of another company.

Variable Interest
Entity, Primary
Beneficiary
[Member]*

810-10-05-8A
810-10-25-38
810-10-25-38A
840-10-25-39
810-10-50-3
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Standard Label®

Definition

Codification
Reference

herial . ol

activities-on-behal-of anothercompany-
Variable Interest Entities (VIE) in which
the entity has a controlling financial
interest (as defined) and of which it is
therefore the primary beneficiary. A
controlling financial interest is
determined based on both: (a) the
entity’s power to direct activities of the
VIE that most significantly impact the
VIE’s economic performance and (b)
the entity’s obligation to absorb losses
of the VIE that could potentially be
significant to the VIE or the right to
receive benefits from the VIE that could
potentially be significant to the VIE.
VIEs of which the entity is the primary
beneficiary are included in the
consolidated financial statements of the
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Codification

Standard Label’ Definition Reference
entity.
Variable Interest Disclosures of similar consolidated 810-10-50-9
Entity, Primary Variable Interest Entities (VIE), in
Beneficiary, aggregate, including how similar entities
Aggregated are aggregated, if separate reporting
Disclosure [Member] | would not provide more useful
information.
Interestin-VIE otherlegal structure-used-for business 810-10-50-12
Member]* purposes-that-either(a)-doesnot-have 810-10-50-15
Squity tves tors-with-voting Fights of .(b)
|aﬁsﬁ_e_qu|t5r| nes_tells that do ft provide
eﬁnt ty-to SHPFE. © t't.s aetl..ltles, o "IE.
otherproperty-A-VIE-may-be
il . . .
research-and-development-orother
Variabletnt This.el . . |
ity ; " i ‘
E“"m* lidated o ablo i i :
[Member}* being-inc} ; s
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Standard Label®

Definition

Codification
Reference

o .

Variable Interest
Entity Not Primary
Beneficiary
[Member]*

as-children-of this-element:Variable
Interest Entities (VIE) in which the entity

810-10-05-8A
810-10-25-38
810-10-25-38A
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Standard Label®

Definition

Codification
Reference

does not have a controlling financial
interest (as defined) and of which it is
therefore not the primary beneficiary.
VIEs of which the entity is not the
primary beneficiary because it does not
have the power to direct the activities of
the VIE that most significantly impact
the VIE’s economic performance and
for which it does not have the obligation
to absorb losses of the VIE that could
potentially be significant to the VIE or
the right to receive benefits from the
VIE that could potentially be significant
to the VIE are not included in the
consolidated financial statements of the
entity.

Variable Interest
Entity, Not Primary
Beneficiary,
Aggregated
Disclosure [Member]

Aggregated disclosures of similar
Variable Interest Entities (VIE) which
are not included in the consolidated
financial statements of the entity
because the entity does not have a
controlling financial interest (not the
primary beneficiary). Such disclosures
may include how similar entities are
aggregated, if separate reporting would
not provide more useful information.

810-10-15-17
810-10-50-9
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Codification

Standard Label’ Definition Reference
Variabletnt Entity| hol it 810-10-25-38
Interestin VIE otherlegal-structure-used-for-business 810-10-50-12
- . . . . . N
Squity tves tors-with-voting Fights of .(b) Slossary
mﬁsfe'qultyrl nes_tells that do ﬁet provide
eﬁ'“& to SHPFF. © “t.s aeh.ltle,s. i “lE.
leans-orreceivables,realestateor
other-property—A-VIE-may-be
il . A .
research-and-development-or-other
Variable Interest Variable Interest Entities (VIE) created 810-10-15-17

Entity (VIE) or
Potential VIE,
Information
Unavailability
[Member]*

before December 31, 2003 that were
not consolidated into the financial
statements of the registrant because
there is insufficient information available
to (1) determine whether the entity is a
VIE, (2) determine whether the
registrant is the VIE's primary
beneficiary, or (3) perform the
accounting required to consolidate the
VIE. In general, a VIE is a corporation,
partnership, trust, or any other legal
structure used for business purposes
that either (a) does not have equity
investors with voting rights or (b) has
equity investors that do not provide
sufficient financial resources for the
entity to support its activities. A VIE
often holds financial assets, including
loans or receivables, real estate or
other property. A VIE may be
essentially passive or it may engage in
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Standard Label®

Definition

Codification
Reference

research and development or other
activities on behalf of another company.
The specific variable interest entities not
controlled by the registrant may be
included as children of this element.

Variable Interest
Entity (VIE) or
Potential VIE,
Information
Unavailability
Aggregated
Disclosure [Member]

Aggregated disclosures of similar
Variable Interest Entities (VIE) or
potential VIEs for which the entity is
unable to obtain the individual VIE or
potential VIE information necessary to:
(1) determine whether the legal entity is
a VIE, (2) determine whether it (the
reporting entity) is the VIE’s primary
beneficiary, or (3) perform the
accounting required to consolidate the
VIE for which it is determined to be the
primary beneficiary.

810-10-15-17
810-10-50-6

Variable Interest
Entity, Initial
Consolidation,
Gain or Loss*

The gain or loss recognized on initial
consolidation of a Variable Interest
Entity (VIE) when the VIE is not a
business (as defined).

810-10-50-3
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Codification

Standard Label’ Definition Reference
Variable Interest The carrying amount of the 810-10-50-3
Entity, Consolidated | consolidated Variable Interest Entity’s
Carrying Amount, assets included in the reporting entity’s
Assets statement of financial position.
Variable ! . . 810-10-50-14
. f .Ilesalyl .ga,'.%.'t..g tle..ala.ble 810-10-50-15
E!"m-” Gmflymg H terestentity s tiab |t.es es'nsel da. t.EEl_
Liabilities. II to-the Stlellts'! I!IEE“' oHfiancial .pss’ tio
i * } k] k]
Congolldated VIE partRership, trust-o any other legal
st uetu. ¥6-tsed-forbusiness pu poses
.H ateithe ('a) dee's ' G.t ave-equity
' uS'StG'IS with-veting-rights o (b). has
eqﬁuﬁ_ty_ ' |..ersts s'tllat do |etpﬁau|de
eﬁ'“& to SHPFF. © “t.s aetlultle,s. i “lE.
otherproperyAMIE-may-be
il : h .
research-and-developmentor-other
Variable Interest The carrying amount of the 810-10-50-3

Entity Consolidated
Carrying Amount,
Liabilities

consolidated Variable Interest Entity’s
liabilities included in the reporting
entity’s statement of financial position.
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Standard Label®

Definition

Codification
Reference

810-10-50-14
810-10-50-15
810-10-50-3
810-10-50-8

Variable Interest
Entity, Classification
of Carrying Amount,
Assets

Balance sheet classification of the
Variable Interest Entity’s (VIE) assets
included in the statement of financial
position of the reporting entity. This
element is applicable for variable
interests whether the reporting entity
has a controlling financial interest
(primary beneficiary) or not.

810-10-50-3
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Standard Label®

Definition

Codification
Reference

equity-investors-that do-net provide

Variable Interest
Entity, Classification
of Carrying Amount,
Liabilities

Balance sheet classification of the
Variable Interest Entity’s (VIE) liabilities
included in the statement of financial
position of the reporting entity. This
element is applicable for variable
interests whether the reporting entity
has a controlling financial interest
(primary beneficiary) or not.

810-10-50-3

Variable Interest
Entity Carrying
Amount Assets and
Liabilities, Qualitative
Information

Provides qualitative information of the
relationship between the Variable
Interest Entity’s (VIE) assets and
liabilities that are included in the
reporting entity’s statement of financial
position. For example, if the VIE’s
assets can be used only to settle
obligations of the VIE, the qualitative
information about the nature of the
restrictions on those assets should be
included in this item.

810-10-50-3

Variable Interest
Entity, Extent of or
Lack of Recourse*

The degree to which creditors (or
beneficial interest holders) of the
Variable Interest Entity (VIE) have
8 stlalnlt_b.eaﬁs cga II I'a 1eta 4
" I fioiali |
of-a-consolidated \VIE-have no recourse
againstte the general credit of the

810-10-50-3
810-10-50-14
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Standard Label®

Definition

Codification
Reference

reporting entity. registranttn-sucha

Variable Interest
Entity Extent of or
Lack of Recourse
Flag

A statement by the reporting entity that
the creditors (or beneficial interest
holders) of the consolidated Variable
Interest Entity (VIE) have no recourse to
the general credit of the primary
beneficiary.

810-10-50-3

Variable Interest
Entity, Terms of
Arrangements*

Describes the terms of arrangements,
giving consideration to both explicit
arrangements and implicit variable
interests, that could require the
enterprise to provide financial support
(for example, liquidity arrangements
and obligations to purchase assets) to
the Variable Interest Entity (VIE),
including events or circumstances that
could expose the enterprise to a loss.

810-10-50-3
810-10-50-4
810-10-50-14
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Standard Label®

Definition

Codification
Reference

VIE*

Variable tnterest Entity (VIE)n

Variable Interest
Entity,
Nonconsolidated,
Carrying Amount,
Assets

The carrying amount of the assets in
the reporting entity’s statement of
financial position that relate to the
reporting entity’s variable interest in the
Variable Interest Entity (VIE).

810-10-50-4
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Codification

Standard Label’ Definition Reference
research-and-developmentor-other

Variable Interest The carrying amount of the liabilities in 810-10-50-4

Entity, the reporting entity’s statement of

Nonconsolidated, financial position that relate to the

Carrying Amount, reporting entity’s variable interest in the

Liabilities Variable Interest Entity (VIE).

Variable Interest The reportingameount-of-the entity’s 810-10-50-4

Entity, Reporting maximum amount of exposure to loss 810-10-50-6

Entity Involvement, | as a result of its involvement with the

Entity Maximum Variable Interest Entity (VIE).

Loss Exposure,

Amount*

VariablelnterestEntit

yEntityMaximum

LossExposureAmou

nt

Variable Interest Describes and explains the 810-10-50-4

Entity, Reporting methodology (for example, procedures 810-10-50-15

Entity Involvement,

Maximum Loss

Exposure,
Determination

Methodology How
Maximum

Exposure-to-Loss
is D ined.
Qualitative®
HowTheMaximumEx
posureTo
LossIsDeterminedQu
alitative

or techniques) for estimating;

determine-the-enterprise’s the
maximum exposure to loss:_of the
reporting entity as a result of its
involvement with the Variable Interest
Entity (VIE).
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Codification

Standard Label® Definition Reference
Quantitative*
Variable Interest Describes and explains the significant 810-10-50-4
Entity, Reporting sources of the reporting entity’s 810-10-50-15
Entity Involvement, | enterprise’s-exposure to loss as a result
Maximum Loss of its involvement with the Variable
Exposure, Interest Entity (VIE)ina-qualitative
Determination manner.
FactorsSignificant
Sources-of
Exposure to-Loss;
Qualitative*
SignificantSourcesOf
TheExposure
ToLossQualitative
- . s 810-10-50-15
Significant Seurces | Deser Ia.es,tl e-significant sou ces ofthe
Iel E;E’pgesule_te - eRte PHSE-S-EXposy 'e to-lossn-a
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Codification

Standard Label’ Definition Reference
Variable Interest An affirmative statement, as 810-10-50-4
Entity Reporting represented by “yes”, that the reporting

Entity Involvement, entity’s maximum exposure to loss as a

Maximum Loss result of its involvement with Variable

Exposure Interest Entity (VIE) cannot be

Nonquantifiable Flag | quantified.

Variable Interest Discloses reasons-why the-maximum 810-10-50-4
Entity, Reporting exposure-to-loss-cannotbe 840-10-50-15
Entity Involvement, | gquantitatively-determined-If the

Exposure-to-Loss reporting entity provides a narrative

Cannot-Maximum description of or explanation why the

Loss Exposure, be | maximum exposure to loss as a result
Nonguantifiable, of its involvement with the Variable

Narrative Interest Entity (VIE) cannot be

Quantified* quantified, this item would be used to
MaximumExposureT | report that information.

e

LossCannotBeQuant

ified

Variable Interest Represents Biseloses-the difference 810-10-50-15
Entity, between the carrying amounts of assets | 810-10-50-4

Nonconsolidated
Comparison of

and liabilities liability in the reporting
entity’s financial statement of financial

Difference position that relate to the reporting
{Between-Carrying entity’s variable interest in the Variable
Amount of Assets Interest Entity (VIE) and the_reporting
and Liabilities entity’s maximum exposure to loss-_as a

toand Maximum
Loss Exposure)*
VariablelnterestDiffer
enceBetween
CarryingAmountAnd
MaximumExposure

result of its involvement with the VIE.
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Codification

Standard Label’ Definition Reference
Variable Interest Qualitative information provided in 810-10-50-4
Entity, explanation of the differences between
Nonconsolidated, the carrying amounts of assets and

Comparison of liabilities in the reporting entity’s

Carrying Amount of statement of financial position that

Assets and Liabilities | relate to the reporting entity’s variable

to Maximum interest in the Variable Interest Entity

Exposure, (VIE) and the reporting entity’s

Explanation, maximum exposure to loss as a result

Qualitative of its involvement with the VIE.

Information

Variable Interest Quantitative information provided in 810-10-50-4
Entity, explanation of the differences between
Nonconsolidated, the carrying amounts of assets and

Comparison of liabilities in the reporting entity’s

Carrying Amount of statement of financial position that

Assets and Liabilities | relate to the reporting entity’s variable

to Maximum interest in the Variable Interest Entity

Exposure, (VIE) and the reporting entity’s

Explanation, maximum exposure to loss as a result

Qualitative of its involvement with the VIE which

Information, information is favorable to the reporting
Advantageous entity.

Variable Interest Quantitative information provided in 810-10-50-4
Entity, explanation of the differences between
Nonconsolidated, the carrying amounts of assets and

Comparison of liabilities in the reporting entity’s

Carrying Amount of statement of financial position that

Assets and Liabilities | relate to the reporting entity’s variable

to Maximum interest in the Variable Interest Entity

Exposure, (VIE) and the reporting entity’s

Explanation, maximum exposure to loss as a result

Qualitative of its involvement with the VIE which

Information, information is unfavorable to the

Disadvantageous reporting entity.
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Codification

Standard Label® Definition Reference
I?'E'E"Em* , I.I S |'te SoRtains-a d’ssel .EHG. ofary
Guarantees;and purchase-assets, or-other such
ot i .
. Cormt e |ts.t a_teeulld equire-the
;an_nnutment*s by € “F* to-provide # ancia sup'p.elt te.t €
Entity to-VIE varable te_est Entity (ViE)-ncluding
i i i fl 3
iquicity-a angeme Hs,-gua 8 6650
Q.H eFeoi "'. t e:tsn ay-attrbute-to .t e
. Yo ) yihg
af QH.'“ i €€ titys-statement o
Hhahcia position-related tsl the-ViE-and
Variable Interest Describes the terms of arrangements 810-10-50-4
Entity, Liquidity (for example, liquidity arrangements, 810-10-50-15
Arrangements; guarantees, or other commitments) by
Guarantees;and third parties that may affect the fair
Other value or risk of the reporting entity’s
Commitments by variable interest in the Variable Interest
Third Parties, Entity (VIE). quantitatively,-the-methods
Liquidity and Other | used-to-determine-the-enterprise’s
Arrangements* maximum-exposure-to-loss:
LiquidityArrangemen
tsGuarantees
AndOtherCommitme
ntsByThirdParties
, Variable i in-a \Variablel 810-10-50-15
Variable Interest by . i )
"'te.'e*“ Fype .E Hity (“.IE) categorized by (1)-variable
tAxis] |2t;e|e. St.;. aViE I_e dl b? a-Sponse !a! lEd
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Codification

Standard Label’ Definition Reference
VariableInt Variable i g \UE_C L | 810-10-50-15
i io. e

Fype {Bemain} OWRGFSHIP,-Of otherpecy Hary | e est's

Arahc Hity that cha g8 ",'t +eRAnges

the fa - valde-o .H e tity's+ e't ass_ets

.EHEIHS"E e_l vat ala.IE| EEIES.ES E.E‘Hm

' te'%ts.';'t A t. Sut.’et' N |g.IFtsI

el Hity is-a ‘Ia' abl e Herester tb af d. tle-

.

“IE.S are ges 9, '.eg SO t a, tsome ot the

entitys-assets Iab'.'te.s. and-othe

cont ae_ts’e cate ,ay .|a|a.|.t.y a,nd SOMe0

the entity's asseis a'b I tles. and e'tl ©

sonfracts {as we I als s equ t.y. a.t isk)
Held-by Sponser Sponsor:
{Member}
Member]
Variable Interest Describes-the-methodology-used-for 810-10-50-2AA
Entity, determining-whetherthe-enterprise-s 810-10-50-4
Methodology for {orisnet}-the-primary-beneficiary-of a 810-10-50-5A
Determining i ing; i , 810-10-80-12
Whether Entity is significantjudgmentand-assumptions
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Standard Label®

Definition

Codification
Reference

Primary
Beneficiary*

Describes the significant judgments and
assumptions made by a reporting entity
in determining whether it must: (1)
consolidate a Variable Interest Entity
(VIE) or (2) disclose information about
its involvement in a VIE, and may
include discussion of the significant
factors considered and judgments made
in determining that the power to direct
the activities of a VIE that most
significantly impact the VIE’'s economic
performance is shared among multiple
parties such that no one party is the
primary beneficiary (as defined) or
information about the types of
involvements the reporting entity
considers significant, supplemented
with information about how the
significant involvements were
considered in determining whether the
reporting entity is the primary
beneficiary.

117




Codification

Standard Label’ Definition Reference
Variable Interest Describes the primary factors that 810-10-50-5A
Entity, Conclusion caused the change in conclusion to 810-10-50-12
to Consolidate, consolidate a Variable Interest Entity
Changes in Facts (VIE) in the most recent financial
and statements (for example, the VIE was
Circumstances, previously consolidated and is not
Description currently consolidated) and the effect of
Variablelnterest the change on the reporting entity’s
Entity enterprise’s financial statements.-4n
ConclusiontoConsoli | general-a-\E-is-a-corporation;
date partnershiptrust-orany-otherlegal
structure-used-for-business-purposes
: -
.H ateither ('a) elee_s e't ave-equity
' 'e.Ste.'S with-voting Fights o (b). has
eq;_ty_ ' |=eF_ste s_tllat do |etpﬁe=|de
eﬁ't ty-to supﬁp. © t't.s aetmtles, T "IE.
otherproperty—AMIE-may-be
research-and-development-orother
Variable Interest Describes whether the reporting 810-10-50-5A
Entity, Financial or | entityenterprise has provided financial 810-10-50-12

Other Support*

or other support (explicitly or implicitly)
to the Variable Interest Entityduring-the
periodspresented-to-the (VIE) that it
was not previously contractually
required to provide or whether reporting
entity intends to provide that support,
including for example, (1) the type and
amount of support, including situations
in which the reporting entitywhere-the
enterprise assisted the VIE in obtaining
another type of support, and (2) the
primary reasons for providing the
support. —In—geneFal—a—V-lJérs—a
otherlegal-structure-used-for-business
purposes-thateither{a) doesnothave
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Standard Label®

Definition

Codification
Reference

Variable Interest
Entity, Financial or
Other Support,
Amount*

This item represents the amount of
financial or other support previded-by
the reporting entity has provided
(explicitly or implicitly) to the Variable
Interest Entity (VIE) during-the-period
which-suppert-the-entitythat it was not

previously contractually required to
provide or that the reporting entity
intends to provide, including,—treluded
in-this-item-would-be for example,
situations in whichwhere the reporting
entity assisted the VIE in obtaining
another type of support.

810-10-50-5A

Variable Interest
Entity, Financial or
Other Support,
Reasons*

This item represents a description of the
primary reasons why the reporting entity
has provided (explicitly or implicitly)
financial or other support to the Variable
Interest Entity (VIE) that itduring-the
period-which-support-the-entity was not
previously contractually required to
provide or that the reporting entity
intends to provide, including, for

example,—treluded-in-this-itemwould
be-deseriptions-of situations in
whichwhere the reporting entity assisted
the VIE in obtaining another type of
support (for example, previously not
required debt guarantee).

810-10-50-5A
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Standard Label®

Definition

Codification
Reference

Variable Interest
Entity, Financial or
Other Support,
Type*

This item represents a description of the
type of financial or other support (for
example, debt guarantee, refinancing,
guarantee of purchase commitments)
provided by the reporting entity to the
Variable Interest Entity (VIE) during-the
period-which suppert-the reporting entity
was not previously contractually
required to provide or that it intends to
provide -thcluded-in-this-item-would-be

descriptions-of situations-where-the

anothertype-of support-{forexample;
W&l j 0

810-10-50-5A

Variable Interest
Entity, Qualitative
or Quantitative
Information*

Describes diselosure-of-qualitative and
quantitative information about the
reporting entity’senterprise’s
involvement (giving consideration to
both explicit arrangements and implicit
variable interests) with the Variable
Interest Entity (VIE), including, but not
limited to, the nature, purpose, size, and
activities of the VIE, including how the

entity is flnanced Mene#al—a—\#l%r&a

810-10-50-5A
810-10-50-12
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Standard Label®

Definition

Codification
Reference

Variable Interest,
Qualitative or
Quantitative
Information, Nature

of VIEDescription

VariablelnterestEntit
yDescription
OfEntity

Description of the variable interest
entity’s nature.-tr-general-a-ViE-isa

810-10-50-5A
810-10-50-6
810-10-50-15
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Codification

Standard Label’ Definition Reference
Variable Interest Structure or legal form of Variable 810-10-50-5A
Entity, Qualitative Interest Entity (VIE). In general, a VIE is
or Quantitative a corporation, partnership, trust, or any
Information, Type other legal structure used for business
of Entity purposes that either (a) does not have
VariablelnterestEntit | equity investors with voting rights or (b)
yTypeOfEntity has equity investors that do not provide
sufficient financial resources for the
entity to support its activities.-AME
loans-orreceivables,realestate-or
otherproperty-—-AMEmay-be
il . . .
research-and-development-orother
Variable Interest Percentage of the Variable Interest 810-10-50-5A

Entity, Qualitative
or Quantitative
Information
Ownership

Percentage
Ownership

Percentage
Variablelnterest
Entity
Ownership
Percentage

Entity’s (VIE’s) voting interest owned by
(or beneficial interest in) the reporting
entity (directly or indirectly).registrant—tn
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Codification

Standard Label’ Definition Reference
Variable Interest The overall reason that the variable 810-10-50-3
Entity (VIE), interest entity (VIE) was formed. {n 810-10-50-4
Qualitative or general-a VIE is-a-corporation; 810-10-50-5A
Quantitative partnershiptrust-orany-otherlegal 810-10-50-6
Information, structure-used-for-business-purposes 810-10-50-8
Purpose of VIE* that-either{a)-doesnot-have-equity 840-10-50-42
VariableinterestEntit | investors-with-vetingrights-or(b)-has 810-10-50-16
yVIE equity-investors-that do-net provide
PurposeOfVIE sufficientfinancial-resources forthe

entity-to-suppeortits-activities—For

example, theA VIE was formed toeften

holds financial assets, including loans

or receivables, real estate or other

property—AME-may-be-essentially

passive or toitmay engage in research

and development or other activities on

behalf of another company.
Variable Interest Size of the variable interest entity, such | 810-10-50-3
Entity Qualitative as small, medium, or large in relation to | 810-10-50-4
or Quantitative certain benchmarks, or a stated 810-10-50-5A
Information, (VIE), measure such as number of employees, | 810-10-50-6
Size of VIE* assets, net assets, revenues, or 810-10-50-8
VariablelnterestEntit | expenses.- ir-general—a-\ViEisa 840-10-50-42
yVIESizeOfVIE corperation,-partnership,-trust-orany 810-10-50-16

otherlegal-structure-used-for-business

purposes-that either(a) does-not-have

ficiont f ol :

eﬁnt ty-to SHEFE. © t't.s aetl..mes, o "IE.

other property.- A-VIE -may be

research-and-development-or-other
Variable Interest Description of the transactions or 810-10-50-3
Entity (VIE), business conducted by the Variable 810-10-50-4
Qualitative or Interest Entity (VIE), including how the 810-10-50-5A
Quantitative VIE is financed.4r-generab-a-VEisa 810-10-50-6
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Standard Label®

Codification
Reference

Information
Activities of VIE*
VariablelnterestEntit
yVIE
ActivitiesOfVIE

Definition

810-10-50-8
810-10-50-12
810-10-50-16

Variable Interest
Entity, Qualitative
or Quantitative
Information

Nature and Extent
of Involvement*
VariablelnterestEntit
yNature
OfInvolvement

The relationship and business
conducted between the reporting
entityregistrant-and the Variable Interest
Entity (VIE).4rgenerala-\ViEisa

810-10-50-4
810-10-50-5A
810-10-50-6
810-10-50-8
810-10-50-9
810-10-50-12
810-10-50-16
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Codification

Standard Label® Definition Reference
loans-or-receivables, real-estate-or
otherproperty-A-VIE-may-be

il . , .
research-and-development-orother

Variable Interest Discloses the date when the 810-10-50-5A

Entity, Qualitative or | relationship between the reporting entity | 810-10-50-6

Qualitative and the Variable Interest Entity (VIE)

Information, Date began.

Involvement Began

Variable Interest Number of Variable Interest Entities 810-10-50-6

Entity, 810-10-50-16

Unavailability of
Information,

Number of Entities

of Information*
VariablelnterestEntit
yNumberOfEntities
WithUnavailability Ofl
nformation

(VIE)entities or potential VIEs for which
the necessaryenterprise-is-unable-to
ebtain-the information is unable
necessary to be obtained to (1)
determine whether the entity is a VIE,
(2) determine whether it (the reporting
entitytheregistrant is the VIE’s primary
beneficiary, or (3) perform the
accounting required to consolidate the
VIE for which it has been determined to
be the primary beneficiary.-Also-the
available:

125




Codification

Standard Label’ Definition Reference
Variable Interest Reasons why the reporting 810-10-50-6
Entity, entityregistrant, after making an
Unavailability of exhaustive effort, is unable to obtain the
Information, information necessary to (1) determine
Reasons-for whether the entity is a VIE, (2)
Unavailability of determine whether it (the reporting
Information* entity)the-registrant is the VIE’s primary
VariableinterestEntit | beneficiary, or (3) perform the
yReasonFor accounting required to consolidate the
UnavailabilityOfinfor | VIE for which it has been determined
mation that it (the reporting entity) iste-be the
primary beneficiary.lr-general—a-\E-is
& Gorporation,partAership, trust oFany
other lega stlue_tu 6-used-forbusiness
PUFPOSES tnat oid © (@) .dees. othave
Squity Wes tors-with-voling rights o .(b)
msﬁ_egwtyrl nes_tells thatds Fst provide
eﬁ'“& to supﬁp. © t't.s astmtle‘s. i “lE.
loans-orreceivables,realestateor
otherproperty-—-AMEmay-be
il . ; .
research-and-development-or-other
Variable Interest Revenues, net of returns and 810-10-50-6
Entity, Measure of allowances, derived by the reporting
Activity-Between entity during the period from sales and
VIE-and-Entity, other transactions (excluding
Revenues transactions that are eliminated in
VariableinterestEntit | consolidated or combined financial
yActivityBetween statements) to and with the Variable
VIEAndEntityRevenu | Interest Entity (VIE) or potential VIE in
es which it holds its variable interest.
Variable Interest The amount of purchases by the entity 810-10-50-6

Entity, Measure of
Activity-Between
Purchases
VariablelnterestEntit

during the period from the Variable
Interest Entity (VIE) or potential VIE in
which it holds its variable interest.
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Codification

Standard Label’ Definition Reference
yActivityBetween
VIEAndEntityPurcha
ses
Variable Interest The amount of expense incurred by the | 810-10-50-6
Entity, Measure of reporting entity during the period related
Activity-Between to transactions (excluding transactions
VIE-and-Entity, that are eliminated in consolidated or
Expense combined financial statements) with the
VariableinterestEntit | Variable Interest Entity (VIE) or
yActivityBetween potential VIE in which it holds its
VIEAndEntityExpens | variable interest.
e
Variable Interest The amount of income or loss from 810-10-50-6
Entity, Measure of operations derived during the period by
Activity-Between the reporting entity from the Variable
ity, Interest Entity (VIE) or potential VIE in
Operating Income which it holds its variable interest.
or Loss*
VariablelnterestEntit
yActivityBetween
VIEAndEntityOperati
nglncomeOrLoss
Variable Interest The amount of pre-tax income or loss 810-10-50-6
Entity, Measure of derived by the reporting entity during
Activity-Between the period by-the-entity-from the
VIE-and-Entity, Variable Interest Entity (VIE) or
Income or Loss potential VIE in which it holds its
before Tax* variable interest.
VariablelnterestEntit
yActivity
BetweenVIEAndEntit
ylncomeOr
LossBefore Tax
Variable Interest The amount of activity, consisting of 810-10-50-6

Entity, Measure of
Activity-Between
VIE-and Entity,

transactions or a measure not
described elsewhere in the taxonomy,
occurring during the period between the
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Codification

Standard Label’ Definition Reference
Other, Measure-of reporting entity and the Variable Interest
Aectivity; Amount* Entity (VIE) or potential VIE in which it
VariablelnterestEntit | holds its variable interest.
yActivityBetween
VIEAndEntityOtherM
easure
OfActivityAmount
Variable Interest Description of the activity, consisting of | 810-10-50-6
Entity, Measure of transactions or a measure not
Activity-Between described elsewhere in the taxonomy,
ity, occurring during the period between the
Other, Description reporting entity and the Variable Interest
VariablelnterestEntit | Entity (VIE) or potential VIE in which it
yActivityBetween holds its variable interest. Such
VIEAndEntityOtherM | description sufficient-enough-te
easure provides an understanding of the nature
OfActivityDescription | of the other measure of activity being
disclosed.
Variablel . , , 810-10-50-6
ity. e Hleunte’ueen,e EXpense 810-10-50-16
EE"t't* “G!t!'I'E'B A PUFGRASES sales, or ot SFMSasUre o
) activity t—:etne.entle Sgistra t.aldlne
Entity VIE o pGE.EI t.a. VIE fora pe ods
prosented . bis et.p aetleablle to .
prosent thatinfon & tio SFpHOFpe ioas
EI. ate © preser ted-i ﬁt e '.St SEE. ©
. ies. the inf onf
} k] k]
partRership, trust-o any other legal
st uetu. F8-Lsad-for business pu poses
.H ateithe (_a) dee_s ' e_t Ve equity
' nB'StG'IS with-voting fights o (b). has
eq;’ty' ' |..Fe'sts s'tllat do |etpﬁe.|de
Eﬁl“& to SHFFE. © t't.s ae“"'t'e‘s. T “lE.
otherproperty-A-VIE-may-be
il : h .
research-and-developmentor-other
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Definition

Codification
Reference

activities-on-behal-of anothercompany-
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Standard Label®

Definition

Codification
Reference

- ifios 4 . ‘

810-10-50-15
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Standard Label®

Definition

Codification
Reference

| . .

131




Codification

Standard Label® Definition Reference
. . . . 840-10-50-19
Qualifying SF. eclal abe. A SPEs e'atege Z6d-by
IGHI ||as_sFe E'.'my by qualifying .Sl £s ."'t RO Hranstero
[AXis] SPORSO 'ﬁl th-var als' € t.e es.talﬁd.
. . s . 810-10-50-19
PQualllylngE SF. ecial Fhe-status Ig the qeall |5 ' gl ES.I ES.“l't '
[Pomain}*
Nontransferor Describes-disclosures-fora-sponsorthat | 840-10-50-17
!S[|a a_nlslm I“;“' .'BIES ava 'E'EFI.E : te. |e|st (variab €
Member]* 48R}-in-a-QSPE but was-notthe
transferor-(nontransferor-enterprise)-of
Servi it Al .
Sicnifi Variabl .QSI =t 'EEE IEI?S als_ gll icant var able
Interest-[Member}* 46R}-in-the QSPE butwas-not-the
: E foror) of f .
assetstothe QSPE.
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Standard Label® Definition Reference
QualifvinaS ial Line . il
. . ) ) ]
fine ftems] used t.g diss e.sle |epe|.tab e-iniormatior
efined i
table-
Qualifving.S ial T lationshi . 810-10-50-19
Purpose-Entity; conducted-between-theregistrantand
N 'E i G 4
£l A . Hl.e Guat fy gﬁ SPE "GEIH;E" 9 aF. _

. . s 810-10-50-19
PQHE'"I’"'QE S||_ale’s|al Fhe Overanreasol t. att |5th£| SII. 9
Purpose of QSPE*

Qualifying-S ial Si 4 ifvi . 810-10-50-19

Si £ QSPE* ) ; it Ks.
stated-measure-such-as-number-of
revenues,-or-expenses.
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Definition

Codification
Reference

D - ‘ .
business-conducted-by-the- VUE:

810-10-50-19
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Definition
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Reference

840-10-50-19
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Definition

Codification
Reference

Variable Interest
Entityv ldentificati
as-Special Purpose
Entity or QSPE

810-40-45-1
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