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TAX FOUNDATION OF HAWAII

REPORT TO MANAGEMENT

For the Year Ended December 31, 2022

Tax Foundation of Hawaii:

We are pleased to present our comments in connection with our review of the financial statements of the Tax
Foundation of Hawaii (Foundation) as of and for the year ended December 31, 2022. Our comments are based
on our observations during our review and are not based on a special study.

FASB ACCOUNTING STANDARDS UPDATE No. 2016-03

In June 2016, the Financial Accounting Standards Board issued Accounting Standards Update (ASU)

No. 2016-03, Financial Instruments — Credit Losses (Topic 326) — Measurement of Credit Losses on
Financial Instruments. The guidance impacts all industries, and applies to a broad range of financial assets,
including trade receivables. Under this ASU, the current incurred loss impairment methodology is replaced
with a methodology that reflects expected credit losses and requires consideration of a broader range of
reasonable and supportable information to inform credit loss estimates.

Current expected credit losses, or CECL, are applied to trade accounts receivable in a similar fashion as
legacy accounting principles generally accepted in the United States of America (U.S. GAAP). In applying
FASB ASU Topic 326, Measure of Credit Losses, if the selling entity determines collection is probable, the
credit loss risk is not zero. The selling entity would apply Subtopic 326-20 to estimate CECL on the trade
accounts receivable. CECL is different (and thus is account for differently) from losses due to other factors,
such as the seller’s nonperformance, volume rebates, trade allowances, or customer contract modifications.
The guidance uses an aging methodology to estimate CECL, much like the methodology in legacy U.S.
GAAP. However, some of the terminology may be different.

This ASU is effective for entities such as the Foundation for years beginning after December 15, 2022 (that is,
for the year ended December 31, 2023 for the Foundation).
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This report is intended solely for the information and use of management, the Board of Directors, and others
within the Foundation and is not intended to be and should not be used by anyone other than these specified
parties.
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