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Polling Question #1
What accounting branch is Tim Frantz
responsible for?
A – West Accounting Branch
B – Midwest Accounting Branch
C – South Accounting Branch
D – Northeast Accounting Branch

Paycheck Protection Program (PPP)

• Small Business Administration (SBA)
• Provides loans to fund payroll and other related costs due to the impact of the COVID-19 pandemic
• If conditions are met, the loans may be forgiven
• RUS provided two guidance memos on how to account for PPP funds
• Initial guidance (7/31/2020) was based on the PPP cycle occurring in one fiscal year
• Subsequent guidance (2/3/2021) provided additional flexibilities and addressed a PPP cycle spanning
multiple fiscal years

PPP Guidance dated 7/31/2020

• PPP loan funds should be initially recorded as debt.
• Any PPP loan funds that are included on work orders submitted to RUS for financing, must be removed
from all financing requests regardless of whether the PPP funds are forgiven. This will prevent duplicate
financing of these costs through the Federal Government. (Please note, the costs do not have to be
removed from the assets constructed or retired unless the loan is forgiven).
• If PPP loan funds are subsequently forgiven, the expenses and/or workorders along with assets
constructed or retired should be credited for any forgiven PPP loan funds used for these purposes.

PPP Guidance dated 2/3/2021
Receipt and Use of PPP funds
• PPP loan funds should be initially recorded as debt.
• RUS does not require any special accounting requirements for the use of PPP loan funds.
• To prevent duplicate financing of costs by the Federal Government, any PPP loan funds included on work
orders submitted to RUS for financing must be removed from financing requests regardless of whether the
PPP funds are forgiven. Please note, the costs do not have to be reduced from the actual work orders in the
accounting system. An audit trail should be maintained to document the amount of PPP funded costs
removed from work orders submitted to RUS for financing.
Forgiveness of the PPP loan
• When legal forgiveness of the loan is received from the SBA, the liability (debt) is extinguished (debited), and
non-operating income is recognized (credited).
Note: This transaction occurs in the accounting period in which the PPP loan is officially forgiven.

Polling Question #2
How should PPP funds be initially recorded?
A - Debit cash, credit grant revenue
B - Debit cash, credit loan payable
C - Pocket cash, no entry needed
D - I don’t know, accounting is for nerds

Regulatory Assets / Liabilities

• ASC 980 Regulated Operations
• Allows for the establishment of Regulatory Assets and Regulatory Liabilities
• Based on regulatory oversight
• RUS does not allow its Borrowers to use the provisions of ASC 980 unless certain conditions are
met/prior approval is obtained
• Regulatory Assets and Liabilities should not be used as Margin Stabilization plans
• Some Electric Cooperative Boards have been given authority to create regulatory assets and liabilities

Regulatory Assets / Liabilities

• Evaluate the impact of creating a regulatory asset/liability
• Not just on current customers, but future customers
• Example from Montana PSC (4 question test)
• Is the amount material?
• Montana PSC uses a “bright line” standard = 5%
• Is the event unplanned?
• Is the event beyond the utility management’s control?
• Is the event unusual, abnormal, and not likely to be repeated?

Polling Question #3

Evaluate the following statement:
Regulatory assets and liabilities are a great disguise for margin stabilization plans.
A - True
B - False

RUS ReConnect Program

• Already provided two rounds of funding over the past two years
• A third round is expected
• ReConnect Loan and Grant Program Website: https://www.usda.gov/reconnect

Questions?

Mid Year Update
March 18, 2021

Mid Year Update Agenda
• ASC 842 Lease Accounting – what you should be
discussing with your auditor in 2021
• IRS Form 8300 – cash payments for goods or services
• Broadband Tax Issues – your subsidiary as an LLC
• Accounting for Grants – no GAAP in the US but two
approaches
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Polling Question
The Practical Expedient under the new lease accounting standard allows an electric
cooperative to avoid analyzing contracts enacted prior to the year of adoption of
ASU 842.
True
False
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ASC 842 Lease Accounting – What You Should be Discussing
With Your Auditor in 2021

• For private companies, the new leasing standard will be effective for fiscal years
beginning after December 15, 2021, and interim periods within fiscal years beginning
after December 15, 2022.
• Entities Permitted to Elect Not to Restate Comparative Periods in the Period of Adoption

• In July 2018, the FASB issued ASU 2018-11, which amended certain aspects of ASC 842
to provide relief from the costs of implementing the new leasing standard. ASU 2018-11
allows an entity to elect not to recast its comparative periods in the period of
adoption when transitioning to ASC 842. Effectively, an entity would be permitted to
change its date of initial application to the beginning of the period of adoption of ASC
842 (e.g., January 1, 2022, for a calendar-year-end private company). In doing so, the
entity would:
• Apply ASC 840 (old lease accounting) in the comparative periods.
• Provide the disclosures required by ASC 840 for all periods that continue to be presented in
accordance with ASC 840.
• Recognize the effects of applying ASC 842 as a cumulative-effect adjustment to retained earnings as
of the effective date (e.g., January 1, 2022, for a calendar-year-end private company); this date
24
would represent the date of initial application.
3

ASC 842 Lease Accounting – What You Should be Discussing
With Your Auditor in 2021
• ASC 842-10 65-1 The following represents the transition and effective date
information related to Accounting Standards Update . . . No. 2016-02, Leases
(Topic 842)
• An entity may elect the following practical expedients, which must be elected as
a package and applied consistently by an entity to all of its leases (including those
for which the entity is a lessee or a lessor), when applying the pending content
that links to this paragraph to leases that commenced before the effective date:
• 1. An entity need not reassess whether any expired or existing contracts are or contain
leases.
• 2. An entity need not reassess the lease classification for any expired or existing leases
(for example, all existing leases that were classified as operating leases in accordance
with Topic 840 will be classified as operating leases, and all existing leases that were
classified as capital leases in accordance with Topic 840 will be classified as finance
leases).
25
• 3. An entity need not reassess initial direct costs for any existing leases.

ASC 842 Lease Accounting – What You Should be Discussing
With Your Auditor in 2021
• The entity would not:

• Restate comparative periods for the effects of applying ASC 842.
• Provide the disclosures required by ASC 842 for the comparative periods.
• Change how the transition requirements apply, only when the transition requirements apply.

• Accounting policy considerations should discuss with your auditors assuming you elect
the practical expedient which would apply to contracts entered into in 2022:
• Separation of consideration in the contract between lease and nonlease components by class of
underlying asset.
• Portfolio approach.
• Short-term lease exemption by class of underlying asset.
• Other materiality-influenced judgments.
• Discount rate.
• Sales taxes and other similar taxes collected from lessees.
26

ASC 842 Lease Accounting – What You Should be Discussing
With Your Auditor in 2021
• Indicia of control: (The first two are mandatory)

– Customer has right to obtain substantially all of the economic benefits from
use of the asset throughout the period of use?
– Customer has the right to direct how and for what purpose the identified
asset is used throughout the period of use?
– Customer has the right to operate the asset throughout the period of use
without the supplier having the right to change those operating
instructions?
– Did the customer design the asset (or specific aspects of the asset) in a way
that predetermines how and for what purpose the asset will be used
throughout the period of use?

ASC 842 Lease Accounting – What You Should be Discussing
With Your Auditor in 2021
• Questions for your auditors (assuming election of the practical expedient)

• What level of documentation do you require for contracts entered into in 2022 that may
contain leases?
• Can you work with us during the year to assess contracts as they arise in order to
determine if they are leases or contain embedded leases?
• Do you have a recommendation for lease accounting software that may be compatible with
our existing systems?
• What is your firm’s practice on selecting an incremental borrowing rate for private
companies?
• Can your firm give us guidance on materiality influenced judgements as it may change
throughout the year?
• For your tax advisor: will we owe sales or use taxes (or any other taxes such as ad valorem
taxes) under state law on transactions deemed to be a lease for accounting purposes?
28

ASC 842 Lease Accounting – What You Should be Discussing
With Your Auditor in 2021
• Incremental Borrowing Rate
• The incremental borrowing rate is the “rate of interest that a lessee would have
to pay to borrow on a collateralized basis over a similar term an amount equal to
the lease payments in a similar economic environment.”
• In the case of electric cooperatives, all of our debt is fully collateralized so, in
theory, selecting an incremental borrowing rate to use as a discount rate should
be straightforward.
• Note that the collateral considered does not have to be the leased asset. It can be
the leased asset, but it may also be any form of collateral that a creditor would be
expected to accept to secure a borrowing for a similar term (i.e., collateral that is
at least as liquid as the leased asset).
29

IRS Form 8300
Report of Cash Payments Over $10,000
Received in a Trade or Business

30

IRS Private Letter Ruling 201309005
• Corporation X conducts regulated natural gas and electric utility operations and
supplies energy to utility customers.
• The corporation bills customers periodically, generally on a monthly basis.
• The due date for payment in full of these bills varies depending on the type of
customer and the rules of the applicable utility regulatory authorities.
• The customers (other than a relatively small number of industrial customers that
have entered into take-or-pay contracts, or other such contracts requiring stated
minimum commitments to purchase energy from corporation) can choose to
terminate utility service at any time without the requirement to pay a
termination fee.
31

IRS Private Letter Ruling 201309005
• The corporation maintains payment centers at which they station representatives
who can accept payment from utility customers who come to the payment
center.
• The payments made at the payment centers include payments in cash and
payments made through other means, (e.g., payments received through delivery
of a check).
• The corporation also sometimes receives cash payments from utility customers
through the mail.
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IRS Private Letter Ruling 201309005
• The supply of energy by the corporation to the utility customer is a transaction
within the scope of section 6050I.
• The initial cash payment and subsequent monthly payments made within one
year of the initial payment by the utility customer to the corporation must be
aggregated.
• When the initial payment and the subsequent payments received within 12
months from a customer exceed $10,000, a report must be made within 15 days
on Form 8300, Report of Cash Payments Over $10,000 Received in a Trade or
Business.
• The ruling is silent on reporting of the payee’s information and the inability to
obtain it by the utility.
33

Form 8300 Basics
• IRS Form 8300, Report of Cash Payments Over $10,000 Received in a Trade or Business includes, but is
not limited to:
•
•
•
•
•
•
•
•
•
•
•

Escrow arrangement contributions
Pre-existing debt payments
Negotiable instrument purchases
Reimbursement of expenses
Making or repaying a loan
Sale of goods or services
Sale of real property
Sale of intangible property
Rental of real or personal property
Exchange of cash for other cash
Custodial trust contributions
34

Form 8300 Basics
• Trades and businesses must report cash payments received if all of the following
criteria are met:

•
•
•
•
•

•
•
•

The amount of cash is more than $10,000
The business receives the cash as:
One lump sum of more than $10,000, or

Installment payments that cause the total cash received within one year of
the initial payment to total more than $10,000, or
Previously unreported payments that cause the total cash received within
a 12-month period to total more than $10,000
The establishment receives the cash in the ordinary course of a trade or
business
The same agent or buyer provides the cash
The business receives the cash in a single transaction or in related
35
transactions

Form 8300 Basics
• Cash Includes:
• Coins and currency of the United States and a foreign country. Cash may also
include cashier’s checks, bank drafts, traveler’s checks, and money orders with a
face value of $10,000 or less, if the business receives the instrument in:
• A designated reporting transaction (as defined below), or
• Any transaction in which the business knows the customer is trying to avoid
reporting of the transaction on Form 8300.

• Cash does not include:
•
•

Personal checks drawn on the account of the writer.
A cashier’s check, bank draft, traveler’s check or money order with a face value of more
than $10,000.
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Form 8300 Basics
• Definition of a Related Transaction

• The law requires that trades and businesses report transactions when customers use cash
in a single transaction or a related transaction. Related transactions are transactions
between a payer, or an agent of the payer, and a recipient of cash that occur within a 24hour period. If the same payer makes two or more transactions totaling more than $10,000
in a 24-hour period, the business must treat the transactions as one transaction and report
the payments. A 24-hour period is 24 hours, not necessarily a calendar day or banking day.
• Transactions are related even if they are more than 24 hours apart when a business
knows, or has reason to know, that each is a series of connected transactions.

• Designated Reporting Transaction

• Retail sale. Any sale (whether or not the sale is for resale or for any other purpose) made in
the course of a trade or business if that trade or business principally consists of making
sales to ultimate consumers.
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Form 8300 Basics
• Taxpayer Identification Number (TIN)

• A business must obtain the correct TIN of the person(s) from whom they receive the cash. If
the transaction is conducted on behalf of another person or persons, the business must
also obtain the TIN of that person or persons. Failure to include all required information or
inclusion of incorrect information, on Form 8300, may result in civil or criminal penalties.
However, a filer may be able to avoid penalties when the customer refuses to provide a
TIN by showing that its failure to file is reasonable under circumstances more fully
described in 26 CFR 301.6724-1(e) and (f).
• Under the filing exception as described in Publication 1544, a filer is not required to provide
the TIN of a person who is a nonresident individual or foreign organization. However, name
and address verification is required, and the source of the verification must be included in
item 14 of Form 8300. For nonresident aliens, acceptable documentation would include a
passport, alien registration card or other official document.
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Form 8300 Basics
• Reporting Suspicious Transactions
• There may be situations where the business is suspicious about a transaction. A
transaction is suspicious if:

• It appears that a person is trying to prevent a business from filing Form 8300,
• It appears that a person is trying to cause a business to file a false or incomplete Form 8300, or
• There is a sign of possible illegal activity.

• The business may report suspicious transactions by checking the “suspicious
transaction” box (box 1b) on the top line of Form 8300. Businesses may also call the
IRS Criminal Investigation Division Hotline at 800-800-2877, or the local IRS Criminal
Investigation unit to report suspicious transactions. If a business suspects that a
transaction is related to terrorist activity, the business should call the Financial
Institutions Hotline at 866-556-3974.
• The business may voluntarily file a Form 8300 in those situations where the transaction
is $10,000 or less and suspicious. Because the Form 8300 is not required in those
39
situations, there is no requirement to send a statement to the payor.

Form 8300 Basics
• When to Report Payments
• The amount of cash a customer uses for a transaction and when the customer makes the
transaction are the determining factors for when the business must file the Form 8300.
Generally, a business must file Form 8300 within 15 days after they receive the cash. If the
15th day falls on a Saturday, Sunday, or holiday the business must file the report on the
next business day.
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Form 8300 Basics
• Multiple Payments
• In some situations, the payer may arrange to pay in cash installments. If the first payment is
more than $10,000, a business must file Form 8300 within 15 days. If the first payment is
not more than $10,000, the business adds the first payment and any later payments made
within one year of the first payment. When the total cash payments exceed $10,000, the
business must file Form 8300 within 15 days.
• After a business files Form 8300, it must start a new count of cash payments received
from that buyer. If a business receives more than $10,000 in additional cash payments
from that buyer within a 12-month period, it must file another Form 8300 within 15 days
of the payment that causes the additional payments to total more than $10,000.

41

Form 8300 Basics
• Required Written Statement to Customers
• When a business is required to file a Form 8300, the law requires the business to provide a
written statement to each person(s) named on Form 8300 to notify them that the business has
filed the form. This requirement to provide a written statement does not apply with respect to
a Form 8300 filed voluntarily, including a Form 8300 to report a suspicious transaction involving
less than $10,000.
• The statement must include the following information:
•
•
•
•

The name and address of the cash recipient's business,
Name and telephone number of a contact person for the business,
The total amount of reportable cash received in a 12-month period, and
A statement that the cash recipient's is reporting the information to the IRS.

• The code and regulations only specify the information that the business is required to include
on a statement, not the format of the statement. A business may use its invoice for the
statement of notification, as long as the invoice includes all required information. Providing a
copy of Form 8300 to the payer(s), although not prohibited, is not advisable due to the
sensitive information contained on the form, for example, the Employer Identification
Number (commonly called an EIN) or SSN of the filer.
• The business filing Form 8300 must provide its identified customers with the written
statement on or before Jan. 31 of the year that immediately follows the year the customer
42
made the cash payment.

Form 8300 Basics
• Recordkeeping

• A business should keep a copy of every Form 8300 it files, and the required statement it
sent to customers, for at least five years from the date filed.

• Penalties

• Businesses may be subject to civil and criminal penalties for noncompliance with the law.
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Broadband Tax Issues
Subsidiary as an LLC

44

Polling Question
A broadband subsidiary may be formed as an LLC if permissible under your bylaws
and state law.
True
False
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Broadband Tax Issues
• Some tax advisors believe that the leasing of dark fiber from an electric
cooperative to a wholly owed subsidiary that is a corporation creates unrelated
business taxable income to the cooperative.
• What if the subsidiary is an LLC that is a disregarded entity for tax purposes?
• If your bylaws and state law allows, you could effectively treat the LLC as a
division of the electric cooperative.
• If you operate on a cooperative basis with regard to your broadband customers –
make them members (a separate class of member), allocate and pay capital
credits (which can be done on a different basis than electric members) – then
broadband would be a “like” activity under the 501(c)(12) exempt umbrella.
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Accounting For Grants
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Polling Question
There is no US GAAP for accounting for grants.
True
False

48

Accounting for Grants
• In the US, there is no mandatory accounting for grants.
• Over the years, particularly in the electric utility industry, Contributions in Aid of
Construction and other grants for plant and equipment have been treated for
accounting and ratemaking purposes as a credit to electric plant in service.
• The ratemaking theory is that an electric utility should not have their customers pay for
something that the utility did not have to pay for – otherwise, the utility would earn an
excess return.
• In the rest of the world, International Accounting Standards No. 20 Accounting for
Government Grants and Disclosure of Government Assistance outlines how to account
for government grants and other assistance. Government grants are recognized in profit
or loss on a systematic basis over the periods in which the entity recognizes expenses
for the related costs for which the grants are intended to compensate, which in the case
of grants related to assets requires setting up the grant as deferred income or deducting
it from the carrying amount of the asset.
• IAS 20 was issued in April 1983 and is applicable to annual periods beginning on or after
1 January 1984.
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Accounting for Grants
• FASB ASC 958-605 addresses the accounting for contributions by Not-For-Profit
entities (by NFP, the FASB means entities like charities, hospitals and private
foundations – not electric cooperatives). Although the scope of FASB ASC 958605 excludes contributions made by governmental entities to business (for-profit)
entities, the FASB staff has acknowledged that entities scoped out of that
guidance are not precluded from applying it by analogy when appropriate. Under
this model, the timing of recognition for a contribution received depends on
whether the contribution is conditional or not. If conditional, the contribution is
not recognized until the conditions are substantially met or explicitly waived.
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Accounting for Grants
• FASB ASC 450-30 outlines a model for gain contingency recognition. Under this
model, the earnings impact of a gain contingency is recognized when all the
contingencies related to receipt of the assistance have been met and the gain is
realized or realizable.
• In 2015, the FASB initiated a project called “Disclosures by Business Entities
about Government Assistance”. The FASB issued one Exposure Draft and is
currently redeliberating the goals of the project. The last update was July 2020
with the FASB continuing discussing comments received from the external review
of the staff draft of the final Update and next steps in the project. The FASB
directed the staff to conduct outreach to gain additional information about the
expected costs and the expected benefits of the staff draft of a final Accounting
Standards Update.
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Contact Info

Russell Wasson
Senior Director of Tax, Finance &
Accounting Policy, NRECA
Office: 703-907-5802
Mobile: 703-402-2510
russell.wasson@nreca.coop
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