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Summary

Why Is the FASB Issuing This Accounting Standards
Update (Update)?

The Board is issuing this Update to clarify the effective date of Accounting
Standards Update No. 2024-03, |Income  Statement—Reporting
Comprehensive Income—Expense Disaggregation Disclosures (Subtopic
220-40): Disaggregation of Income Statement Expenses.

The Board issued Update 2024-03 on November 4, 2024. Update 2024-03
states that the amendments are effective for public business entities for annual
reporting periods beginning after December 15, 2026, and interim reporting
periods beginning after December 15, 2027.

Following the issuance of Update 2024-03, the Board was asked to clarify the
initial effective date for entities that do not have an annual reporting period that
ends on December 31 (referred to as non-calendar year-end entities). Because
of how the effective date guidance was written, a non-calendar year-end entity
may have concluded that it would be required to initially adopt the disclosure
requirements in Update 2024-03 in an interim reporting period, rather than in
an annual reporting period.

The Board’s intent in the basis for conclusions of Update 2024-03 is clear that
all public business entities should initially adopt the disclosure requirements in
the first annual reporting period beginning after December 15, 2026, and
interim reporting periods within annual reporting periods beginning after
December 15, 2027. However, the Board acknowledges that there was
ambiguity between the intent in the basis for conclusions in Update 2024-03
and the transition guidance that was included in the Codification when Update
2024-03 was issued.



Who Is Affected by the Amendment in This Update?

The amendment in this Update applies to all public business entities but only
potentially affects non-calendar year-end entities.

What Are the Main Provisions?

The amendment in this Update amends the effective date of Update 2024-03
to clarify that all public business entities are required to adopt the guidance in
annual reporting periods beginning after December 15, 2026, and interim
periods within annual reporting periods beginning after December 15, 2027.
Early adoption of Update 2024-03 is permitted.



Amendments to the
FASB Accounting Standards Codification®

Introduction

1. The Accounting Standards Codification is amended as described in
paragraphs 2 and 3. Terms from the Master Glossary are in bold type. Added
text is underlined, and deleted text is struek-eut.

Amendments to Subtopic 220-40

2. Amend paragraph 220-40-65-1(a) and its related heading as follows:
Transition and Open Effective Date Information

> Transition Related to Accounting Standards Ypdate Updates No.
2024-03, Income Statement—Reporting Comprehensive Income—
Expense Disaggregation Disclosures (Subtopic 220-40): Disaggregation
of Income Statement Expenses, and No. 2025-01, Income Statement—
Reporting Comprehensive Income—Expense Disaggregation
Disclosures (Subtopic 220-40): Clarifying the Effective Date

220-40-65-1 The following represents the transition and effective date
information related to Accounting Standards Update Updates No. 2024-03,
Income Statement—Reporting Comprehensive Income—Expense
Disaggregation Disclosures (Subtopic 220-40): Disaggregation of Income
Statement Expenses, and No. 2025-01, Income Statement—Reporting
Comprehensive Income—Expense Disaggregation Disclosures (Subtopic 220-
40): Clarifying the Effective Date:

Effective date and early adoption

a. The pending content that links to this paragraph shall be effective for
public business entities for annual reporting periods beginning after
December 15, 2026, and interim reporting periods within annual
reporting periods beginning after December 15, 2027. Early adoption is
permitted.




Amendments to Status Sections

3. Amend paragraph 220-40-00-1, by adding the following item to the table,
as follows:

220-40-00-1 The following table identifies the changes made to this Subtopic.

Accounting
Standards
Paragraph Action Update Date
220-40-65-1 Amended 2025-01 1/06/2025

The amendments in this Update were adopted by the unanimous vote of the
seven members of the Financial Accounting Standards Board:

Richard R. Jones, Chair
Hillary H. Salo, Vice Chair
Christine A. Botosan
Frederick L. Cannon
Susan M. Cosper

Marsha L. Hunt

Dr. Joyce T. Joseph



Amendments to the GAAP Taxonomy

The amendments to the FASB Accounting Standards Codification® in this
Accounting Standards Update require improvements to the GAAP Financial
Reporting Taxonomy and SEC Reporting Taxonomy (collectively referred to as
the “GAAP Taxonomy”). Those improvements, which will be incorporated into
the proposed 2026 GAAP Taxonomy, are available through GAAP Taxonomy
Improvements provided at www.fasb.org, and finalized as part of the annual
release process.
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