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LEGAL UPDATES AND NEWS

SEC Supplements Guidance for
Disclosures Related to COVID-19 in Filings

The Division of Corporation Finance of the Securities and Exchange Commission (the
“SEC”) recently supplemented previously released guidance for public companies regarding
disclosure related to the coronavirus pandemic (COVID-19) in filings made with the SEC. This
supplemental guidance can be found here. The latest guidance reiterates earlier statements
encouraging companies to provide disclosures that allow investors to evaluate the current and
expected impact of COVID-19 through the eyes of management and to proactively revise and
update disclosures as facts and circumstances change. The additional guidance is provided in the
form of a list of questions for public companies to consider as they prepare their disclosure filings
with the SEC. Among these are the questions listed below, which are of particular note for financial
institutions. When preparing upcoming earnings releases and quarterly and annual reports, public
company financial institutions should consider the SEC’s most recent views as to COVID-19
related disclosures, in conjunction with their previous disclosure guidance, which was noted in our
earlier alert.

e What are the material operational challenges that management and the Board of Directors
are monitoring and evaluating? How and to what extent have you altered your operations,
such as implementing health and safety policies for employees, contractors, and customers,
to deal with these challenges, including challenges related to employees returning to the
workplace? How are the changes impacting or reasonably likely to impact your financial
condition and short- and long-term liquidity?

e How is your overall liquidity position and outlook evolving? To the extent COVID-19 is
adversely impacting your revenues, consider whether such impacts are material to your
sources and uses of funds, as well as the materiality of any assumptions you make about
the magnitude and duration of COVID-19’s impact on your revenues. Are any decreases
in cash flow from operations having a material impact on your liquidity position and
outlook?

e Have you accessed revolving lines of credit or raised capital in the public or private markets
to address your liquidity needs?

e Have COVID-19 related impacts affected your ability to access your traditional funding
sources on the same or reasonably similar terms as were available to you in recent periods?

e Have you reduced your capital expenditures and if so, how? Have you reduced or
suspended share repurchase programs or dividend payments? Have you ceased any


https://www.sec.gov/corpfin/covid-19-disclosure-considerations
https://www.luselaw.com/wp-content/uploads/2020/04/ALERT-SEC-Provides-Guidance-Regarding-COVID-19-Disclosure-1.pdf

material business operations or disposed of a material asset or line of business? Have you
materially reduced or increased your human capital resource expenditures? Are any of
these measures temporary in nature, and if so, how long do you expect to maintain them?
What factors will you consider in deciding to extend or curtail these measures? What is the
short- and long-term impact of these reductions on your ability to generate revenues and
meet existing and future financial obligations?

e Have you altered terms with your customers, such as extended payment terms or refund
periods, and if so, how have those actions materially affected your financial condition or
liquidity? Did you provide concessions or modify terms of arrangements as a landlord or
lender that will have a material impact? Have you modified other contractual arrangements
in response to COVID-19 in such a way that the revised terms may materially impact your
financial condition, liquidity, and capital resources?

e Have you assessed the impact material events that occurred after the end of the reporting
period, but before the financial statements were issued, have had or are reasonably likely
to have on your liquidity and capital resources and considered whether disclosure of
subsequent events in the financial statements and known trends or uncertainties in MD&A
is required?

Luse Gorman, PC is a Washington, D.C. based law firm that specializes in representing
financial institutions throughout the nation. This newsletter is being provided by Luse Gorman,
PC for information purposes only and is not intended and should not be construed as legal advice.
Please contact any of our attorneys below if you have any questions regarding the information
contained in this newsletter.
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