
In this edition:
• Despite global challenges, the technology, media and telecommunications
(TMT) sector is attracting investors, with corporations eyeing strategic
acquisitions in GenAI and advanced analytics as the business environment
stabilizes.

• The IPO market is poised for growth due to increased comfort with
valuations, available investable cash, easing recession fears and a
backlog of IPO-ready companies.

• Debt modifications and restructurings are important considerations during
economic uncertainty–– but careful analysis of the transactions’ nuances is
crucial.

• Before the end of the year, the FASB is expected to issue final standards
for segment reporting, income tax disclosures and accounting.

• The SEC has implemented new rules around cybersecurity incidents and
governance disclosures, executive compensation clawbacks and share
repurchases.

• Ahead of the SEC’s final climate disclosure rule, the California Legislature
passed climate disclosure requirements for US companies operating in the
state.

Issue spotlight
Learn about challenges and
opportunities facing TMT companies as
they head into the last quarter of 2023
— and ways to deal with them.
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Accounting update About PwC's TMT industry practice
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Business update

Despite persistent inflation and ongoing global geopolitical tensions, the TMT sector continues to enjoy increased
investor optimism. Amid volatility, management teams are seeking to strike the right balance between cost cutting to
satisfy near term margin pressure and investing for growth to spur long-term resilience.

The US economy has withstood Fed tightening so far, but economic momentum from earlier in the year is waning, and
risks remain tilted to the downside for the remainder of 2023. Even if the US avoids an official recession, economic
growth will likely be subdued, and many companies could still find themselves in a “profits recession” in the near term.
After three years of complex challenges — including the pandemic, supply chain disruptions, a shift to hybrid work, rising
interest rates and increased economic uncertainty — the business environment is overcoming macroeconomic
headwinds and finally starting to stabilize.

TMT Deals

Large corporates –– flushed with healthier assets and managing more appropriate debt than in previous recessionary
periods –– will likely continue to contemplate strategic acquisitions during the remainder of 2023. Our August 2023
Pulse Survey indicated that companies are prioritizing investments in new capabilities like generative AI and advanced
analytics to build a strategic advantage in the race for digital transformation. The emergence and rapid maturation of
artificial intelligence continues to grab headlines as the industry raised nearly $13 billion in Q2 2023 alone.

Our recent 2023 M&A Integration Survey indicated that transformational deals are once again on the rise. Access to new
technologies through M&A transactions remains a top objective of those surveyed as a key enabler to business
transformation. Looking ahead, there’s a lot to be optimistic about. Tech innovation continues to grow at an exponential
rate and firms still hold large amounts of dry powder. Activity will likely start increasing as the valuation gap narrows,
copanies and founders shift focus from growth at all costs to profitability, and the economy stabilizes further.

Read more insights in mour latest deals publication, Transact to Transform - PwC's 2023 M&A Integration Survey

IPOs

Although uncertainties remain, volatility has generally remained low, and both issuers and investors are warming up
to current valuations. The IPO backlog may start to clear, which could jumpstart an uptick in the market throughout
the rest of this calendar year and early next year. Significant investable cash remains, which, combined with a strong
focus on financial fundamentals, could spark the IPO market into life when sentiment improves. When market
conditions are right, there’s a strong backlog of IPO-ready companies waiting for their chance to raise capital.
Looking ahead, we could see a resurgence in IPO activity assuming stability in interest rates and the economy ––
and a willingness to accept valuation resets.

Recessionary fears are easing, consumer spending has held up and confidence is rising. Our August 2023 Pulse Survey
indicated that US executives’ recessionary concerns are on the decline, with just 17% of those surveyed strongly
agreeing that there will be a recession in the next six months –– a significant drop from 35% in October 2022. To hear
more about what’s next for the market in 2024, register for our webcast Path to Public: Capital Markets Annual Outlook.
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Accounting update

In this issue, we do a deeper dive into the accounting considerations for debt restructurings, a timely topic for TMT
companies with debt nearing its maturity. On the standard-setting front, we summarize three significant new standards
the Financial Accounting Standards Board (FASB) expects to issue before the end of the year, as well as a new
proposal that would require public companies to provide additional detailed disclosure about expenses.

Spotlight on debt restructurings

Debt modifications and restructurings continue to be a hot topic as TMT companies contending with economic
uncertainty face impending maturity dates, covenant violations, cash flow constraints, payment defaults, or changes in
underlying collateral values. The accounting impact of a debt restructuring depends on the surrounding facts and
circumstances –– and it requires TMT companies to navigate accounting guidance that can be complex. Below are
some key reminders when accounting for a debt restructuring.

Determining the relevant accounting model
When debt is restructured with the same lender, a company should first assess whether a troubled debt restructuring
has occurred. This is important because the accounting for a troubled debt restructuring can differ significantly from the
accounting for a non-troubled debt restructuring. For a debt restructuring to be considered troubled, a company must be
experiencing financial difficulties, and the lender must grant a concession.

If the transaction is not considered troubled, the next step is to determine whether the transaction is a debt
extinguishment or modification. This determination should be based on the economic substance of the transaction,
regardless of its legal form. The analysis requires a present value calculation to determine if the change in contractual
cash flows between the original debt and the restructured debt is 10% or greater. This assessment has nuances that can
often be overlooked. For example, changes in principal amounts should be treated as day-one cash flows. In addition, if
the debt is callable (pre-payable) or puttable, then separate cash flow analyses should be performed assuming exercise
and non-exercise of these provisions, and the scenario with the smallest change should be used. A prepayment option
is a common type of call option in variable rate debt.

If the change in cash flows is 10% or more, the restructuring is accounted for as an extinguishment; otherwise, it is a
modification. The difference between the two outcomes is summarized as follows:

Classification and disclosure considerations
Debt that is nearing its maturity date or is subject to certain acceleration clauses or other covenants should also be
considered as part of management’s disclosures about liquidity risk, its going concern assessment, and assessment of
balance sheet classification. Compliance with debt covenants and the classification of debt should generally be
assessed based on the facts and circumstances at the balance sheet date. However, in certain circumstances,
subsequent events can impact debt classification. For example, debt restructurings after the balance sheet date, but
before issuing the financial statements, may change the terms of the debt (e.g., the amount due within one year after the
date of the borrower's balance sheet may change). These restructurings may result in reclassification of all or a portion
of the carrying amount of the debt as of the balance sheet date.
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For more information
Refer to Chapter 3 of our Financing transactions guide for more guidance on debt restructuring transactions and
Chapter 12 of our Financial statement presentation guide for more guidance on debt classification. You may also be
interested in our podcast, Debt restructuring in an uncertain economic environment.

FASB greenlights issuance of three significant new standards

In the third quarter, the FASB made final decisions on three major projects: (1) segment reporting, (2) income tax
disclosures and (3) accounting for and disclosure of crypto assets. All three final standards are expected to be issued
before the end of the year.

Segment reporting
The new segment reporting standard will add required disclosures of significant expenses for each reportable segment,
as well as certain other disclosures to help investors understand how the chief operating decision maker evaluates
segment expenses and operating results. The new standard will also allow disclosure of multiple measures of segment
profitability –– if those measures are used to allocate resources and assess performance. The guidance will be effective
for calendar-year-end public companies in the 2024 annual period and in 2025 for interim periods, with early adoption
permitted. For more information, refer to the FASB’s project page.

Income tax disclosures
The new income tax standard will require significant additional disclosures, primarily focused on the disclosure of
income taxes paid and the rate reconciliation table. At its August 30 meeting, the FASB affirmed many of its previous
decisions as reflected in the exposure draft issued earlier this year. Notable changes from the proposal include removing
the requirement to disclose a disaggregation of income taxes paid in interim periods and permitting companies to
present an aggregate total of changes in unrecognized tax benefits for all jurisdictions within the rate reconciliation table.
While the FASB clarified its intent that items within the rate reconciliation should be presented on a gross basis, the
FASB decided to allow companies to present certain items within the cross-border tax-effects category net of their
foreign tax credits. The new guidance will be applied prospectively (with retrospective application permitted) and will be
effective for calendar-year-end public business entities in the 2025 annual period and in 2026 for interim periods, with
early adoption permitted. All other entities will have an additional year to adopt the new guidance. For more information,
refer to the FASB’s project page.

Accounting for and disclosure of crypto assets
The new standard on crypto assets will provide accounting and disclosure guidance for crypto assets that meet the
definition of an intangible asset and certain other criteria, including the asset does not provide the holder with
enforceable rights to, or claims on, underlying goods, services, or other assets. In-scope assets will be subsequently
measured at fair value with changes recorded in the income statement. The standard will require separate presentation
of (1) in-scope crypto assets from other intangible assets and (2) changes in the fair value of those crypto assets.
Disclosure of significant crypto asset holdings and an annual reconciliation of the beginning and ending balances of
crypto assets will also be required. Companies will apply the new guidance by making a cumulative-effect adjustment to
the opening balance of retained earnings as of the beginning of the annual period the guidance is adopted. The
guidance will be effective for all calendar-year-end companies in 2025, including interim periods, with early adoption
permitted. For more information, refer to the FASB’s project page.
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Proposal would require new disclosures disaggregating income statement expenses

In July, the FASB issued a proposal intended to improve disclosures about a public business entity’s expenses and
address requests from investors for more detailed information about the types of expenses in commonly presented
income statement expense captions. The proposal would require public companies to provide disclosure in a tabular
format that disaggregates income statement expense line items into specified categories of natural expenses, including:
(a) employee compensation, (b) inventory and manufacturing expense, (c) depreciation, and (d) intangible asset
amortization. Other items not covered by these categories would be qualitatively described in the disclosure. Companies
would also be required to further disaggregate inventory and manufacturing costs incurred during the period. Lastly, the
proposal would require separate disclosure of total “selling expenses” for the reporting period.

The proposed amendments would be applied on a prospective basis with retrospective application permitted. Comments
on the proposal are due October 30 and the FASB plans to host a public roundtable on December 13 to obtain additional
feedback.
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Regulatory update

On the regulatory front, we highlight the US Securities and Exchange Commission (SEC) final rule that requires new
disclosures about cybersecurity incidents and governance. We also summarize other new SEC requirements that will
become effective for many TMT companies next quarter, provide an update on sustainability reporting initiatives, and
look at the most recent trends in SEC comment letters for TMT companies.

New cybersecurity disclosure rule

The SEC’s new rule will require registrants reporting under the Exchange Act of 1934 to make timely disclosure of
material cybersecurity incidents and annual disclosures about cybersecurity risk management, strategy, and
governance. The new rule also has comparable requirements for foreign private issuers. Prior to the new rule there was
no disclosure requirement specifically related to cyber. The SEC decided to provide more explicit requirements to
enhance and improve the consistency of disclosures, especially as cyber incidents have become more prevalent.

Cyber incident disclosures
Beginning December 18, 2023 (or June 15, 2024, for smaller reporting companies), registrants will be required to
disclose information in a Form 8-K about a material cyber incident, or a series of related incidents, within four business
days after the incident is determined to be material.

The 8-K is required to describe the nature, scope, and timing of the incident and the material impact or reasonably likely
material impact on the registrant, including its financial condition and results of operations. Companies do not need to
disclose specific or technical information about their planned response to the incident or their systems that would
impede their response or remediation of the incident. If information is not determinable or is unavailable at the time of
the required filing, companies are required to file an amendment when that information becomes available.

Cyber incidents that occur on third-party information systems used by the company must also be evaluated to determine
if they are material to the company. If so, companies should prepare the 8-K based on the information available to them.

Assessing materiality
As used in the new rule, materiality is consistent with how that term is set out in the federal securities laws as well as
numerous court cases. The Supreme Court has deemed information to be material if there is a “substantial likelihood
that a reasonable investor would consider it important” or if it would have “significantly altered the ‘total mix’ of
information made available.”

There is often a high degree of judgment in making a materiality determination. TMT companies will need to conduct an
objective analysis of both quantitative and qualitative factors and evaluate the incident’s known and reasonably likely
impacts. Examples of qualitative factors include harm or potential harm to a company's reputation, competitiveness, or
customer and vendor relationships.

New annual disclosures
The rule requires annual disclosures in Form 10-K about the registrant’s processes, if any, for assessing, identifying, and
managing material risks from cyber threats. Companies are also required to describe whether any risks from those
threats, including as a result of previous cyber incidents, have materially affected or are reasonably likely to materially
affect the registrant. Lastly, companies are required to describe their governance of cyber risks, including management’s
role and the board of directors’ oversight. These disclosures are required beginning with annual reports for fiscal years
ending on or after December 15, 2023.

Preparing for the new requirements
TMT companies will need to assess whether their existing processes measure up against the new requirements for
incident reporting. Getting the right information timely is critical and companies should consider whether they have
communication processes in place between IT, finance, and legal to make materiality determinations without
unreasonable delay after discovery of an incident. TMT companies should also assess their processes for
recordkeeping of cyber incidents and evaluating whether immaterial incidents are related and material in the aggregate.
To prepare for the annual disclosures, TMT companies should inventory the relevant aspects of their cyber risk
management, strategy, and governance, and validate whether the information is accurate and “disclosure-ready.”
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For more information
For more information and resources, refer to our SEC’s new cyber disclosure rule landing page on pwc.com.

New SEC reporting requirements on the horizon

In addition to new cybersecurity disclosures, SEC registrants will soon be required to comply with new rules related to
the clawback of erroneously awarded executive compensation and share repurchases.

Clawback of erroneously awarded executive compensation
In 2022, the SEC adopted rules directing US securities exchanges to establish standards to require listed issuers to
develop and implement a written policy providing for the recovery of incentive-based compensation received by current
and former executive officers in the event of required accounting revisions and restatements. The listing standards have
now been approved and will take effect on October 2, 2023. companies will have until December 1, 2023 to adopt a
compliant recovery policy; however, the policy must be applied to erroneously awarded compensation received on or
after October 2, 2023. For annual reports filed after adopting a recovery policy, companies are required to file their policy
as an exhibit and disclose any actions taken pursuant to the policy. Additionally, companies will need to indicate on the
cover page of Form 10-K (or Form 20-F) whether the financial statements included in the filing reflect the correction of
an error and whether the error correction required an incentive-based compensation recovery analysis. For more
background and discussion of the key provisions of the SEC rules, read our In depth, SEC adopts executive incentive
compensation clawback rules.

Expansion of share repurchase disclosures
As we told you last quarter, the SEC adopted amendments in May that expand existing share repurchase disclosure
requirements for domestic corporate issuers, foreign private issuers (FPIs), and listed closed-end funds. The
amendments significantly increase disclosures about share repurchases, requiring quarterly reporting of daily
repurchase activity, as well as increased reporting regarding the rationale and objectives for share repurchase plans.
This quarter we want to remind you that domestic corporate issuers (and FPIs filing on domestic forms) will be required
to comply beginning with the filing that covers the first full fiscal quarter beginning on or after October 1, 2023. For
example, calendar year-end companies will be required to comply beginning in their December 31, 2023 Form 10-K.
FPIs filing on FPI forms and listed closed-end funds will be required to comply in 2024. For more information, read our
publication In brief, SEC expands share repurchase disclosures.

Significant milestones achieved in global sustainability reporting

This quarter brought notable developments in global sustainability reporting, with two major milestones reached –
adoption of the final sustainability reporting standards in Europe and issuance of the first two standards from the new
international sustainability standard setter.

Corporate Sustainability Reporting Directive (CSRD)
In July, the European Commission adopted the final European Sustainability Reporting Standards (ESRS). Those
standards detail the reporting requirements under the CSRD, and cover environmental, social, and governance topics.
The 12 final standards will now face scrutiny from the European Parliament and Council of the European Union (for two
months with a possible two-month extension) before going into effect. The ESRS are not subject to separate
transposition into law by the EU Member States; they will become law shortly after the scrutiny period ends when they
are published in the Official Journal of the European Union. For more information, read our publication, In brief, Final
European Sustainability Reporting Standards have been adopted.

Meanwhile, the European Financial Reporting Advisory Group (EFRAG) continues work on a number of items. In
September, EFRAG discussed its progress on the development of implementation guidance, specifically related to the
double materiality and the value chain assessments, which will be released for public comment in the coming weeks. In
addition, EFRAG is working with the Global Reporting Initiative (GRI) and the International Sustainability Standards
Board (ISSB) to prepare mapping tables depicting the final ESRS’ interoperability with the GRI standards and the IFRS®

Sustainability Disclosure Standards.
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Since the CSRD went into effect in January 2023, EU Member States have begun the process of transposing it into their
own national laws. Public consultations have been held in several countries to seek input from stakeholders, and drafts
of the legislation have been made available or will be released in the coming months (with final transposition required by
July 2024). The extent of any changes that may occur during the transposition process, however, is still unclear. TMT
companies should monitor developments in those EU Member States where they have subsidiaries.

US TMT companies can be subject to these sustainability reporting requirements in multiple ways, and the first set of
companies in scope will be required to make disclosures in 2025 about 2024 information. For more details, read our In
the loop, Worldwide impact of CSRD - are you ready?.

International Sustainability Standards Board (ISSB)
The ISSB issued its first two IFRS Sustainability Disclosure Standards, covering general requirements (IFRS S1) and
climate (IFRS S2), in June. IFRS S1 and IFRS S2 are effective for periods beginning on or after January 1, 2024, which
could mean reporting as early as 2025. The ISSB provided transition relief, however, requiring only climate-related
disclosures in the first year of reporting. Thus, companies would be required to provide disclosures in accordance with
IFRS S2, as well as the general disclosures under IFRS S1, only to the extent they relate to climate risks and
opportunities.

Individual jurisdictions will determine if application of the Sustainability Disclosure Standards is required or permitted as
a basis for sustainability reporting, akin to the process for adopting IFRS Accounting Standards for financial reporting.
The International Organization of Securities Commissions (IOSCO) announced on July 25 that it endorses the IFRS
Sustainability Disclosure Standards. IOSCO has now called on its 130 member jurisdictions, regulating more than 95%
of the world's financial markets, to consider ways in which they might adopt, apply, or otherwise be informed by the
ISSB™ standards in their jurisdictions. We expect these and other efforts around the world to accelerate with the release
of the final standards. For more information, read our publication, In depth, IFRS Sustainability Disclosure Standards –
Guidance, insights, and where to begin.

For more information
For details about how the European Commission’s and ISSB’s sustainability reporting frameworks compare to the SEC’s
proposed climate rule, refer to our updated In the loop, Navigating the ESG landscape.

Climate disclosure bills pass in California

Not content to wait for the SEC’s final climate disclosure rule, the California Legislature passed sweeping new climate
disclosure requirements for US companies, including subsidiaries of non-US companies, that “do business” in the state,
as defined, that meet certain revenue thresholds.

Two bills, Climate Corporate Data Accountability Act (SB 253) and Greenhouse gasses: climate-related financial risk
(SB 261), were sent to Governor Gavin Newsom days before the end of the legislative session. Unless vetoed, they will
become law on October 14.

SB 253 would require scope 1, scope 2, and scope 3 greenhouse gas emissions reporting in compliance with the
Greenhouse Gas Protocol. It includes a phased-in requirement for third-party assurance. SB 261 would require
climate-related financial risk reporting following the recommendations of the Task Force on Climate-Related Financial
Disclosures (TCFD). The laws would require reporting on 2025 information in 2026, so TMT companies need to start to
prepare now. For more information, refer to our In the loop, California’s not waiting for the SEC’s climate disclosure rules.
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TMT SEC comment letter trends

The SEC Division of Corporate Finance’s filing review process is a key function used by SEC staff to monitor critical
accounting and disclosure decisions applied by registrants. PwC’s analysis of SEC comment letters identifies frequent
topics and how their focus has changed over time. Read more on SEC comment letter trends for TMT companies, which
provide insights on the nature of the SEC staff comments, sample text from the comments, and links to sites where you
can learn more about the accounting and disclosure requirements addressed in each area.

Within the TMT sector, the top three areas of focus for the 12-months ending June 30, 2023 are:
• Non-Generally Accepted Accounting Principles (GAAP) measures: compliance with Item 10(e) of Regulation
S-K and the related compliance and disclosure interpretations.

• Management’s discussion and analysis: emphasizing requirements in Item 303 of Regulation S-K and the related
disclosure objectives.

• Revenue recognition: continued SEC staff focus on gross vs. net presentation and identification of performance
obligations, as well as judgments made in disaggregated revenue disclosures.

SEC guidance on XBRL tagging
In September 2023, the SEC’s Division of Corporation Finance issued a Dear Issuer letter that highlights the types of
comments the Division may issue to registrants on their eXtensible Business Reporting Language (XBRL) disclosures.
The staff noted that the letter includes illustrative comments that, depending on the particular facts and circumstances
and type of filing under review, the Division may issue to companies.
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About PwC’s TMT industry practice

At PwC, our purpose is to build trust in society and solve important problems. Our TMT practice is dedicated to
helping business leaders in the technology, media and telecommunications industries manage their complex
businesses while delivering sustained outcomes. In doing so, we provide professional services across two
segments: Trust Solutions and Consulting Solutions. Within these segments, we bring a range of capabilities,
including risk, transformation, cloud and digital, deals, ESG, cybersecurity and privacy, governance/boards, tax
services and much more. With our global network of more than 327,000 professionals in 155 countries, we are
committed to advancing quality in everything we do.

Let’s talk
For deeper insights regarding the topics addressed in this latest edition of our TMT insights: Financial Reporting and
Accounting Quarterly, please contact:

Conall Dempsey
Technology, Media and Telecommunications Trust Solutions Leader 
PwC US
conall.dempsey@pwc.com

Visit our website at: www.pwc.com/us/tmt
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