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POSITIONS OF THE FASB ARE ARRIVED AT 
ONLY AFTER EXTENSIVE DUE PROCESS AND 
DELIBERATIONS 

.

The following presentation reflects my own opinions and 
not those of the Financial Accounting Standards Board or 
the Financial Accounting Foundation
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Overview

►Private Company Council

►Definition of a Private Company

►Private Company Framework

►Ongoing FASB efforts to accommodate 
needs of private companies

►PCFRC Projects
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PRIVATE COMPANY COUNCIL
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Responsibilities

►Can propose exceptions or modifications to 
existing GAAP for private companies

►Will be advisory body to FASB on private 
company issues

►Will work within a decision making 
framework
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Structure

►9-12 Members- users, preparers, 
practitioners

►Members and chair appointed by FAF 
trustees

►4-6 meetings per year

►Agenda set by PCC in consultation with 
FASB
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FASB Endorsement Process

►Proposed exceptions/modifications approved 
by super majority of PCC

►Simple majority of FASB must endorse 
proposal before exposure

►After comment period, PCC redeliberates
and forwards to FASB for endorsement

►If not endorsed, FASB chair provides written 
explanation
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FASB Liason and Staff

►FASB Board member assigned as liason

►FASB technical and administrative staff 
assigned to support PCC

►Staff to perform research, outreach, prepare 
background information, etc
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Oversight

►FAF Trustees to create a special-purpose 
committee of Trustees which will have 
primary oversight responsibilities for the 
PCC. 

►The Review Committee will hold both the 
PCC and the FASB accountable for achieving 
the objective of ensuring adequate 
consideration of private company issues in 
the standard-setting process. 
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Oversight

►The Review Committee will be chaired by a 
Trustee with substantial experience in 
private company accounting issues. 

►Oversight activities will be ongoing, and will 
include monitoring of PCC meetings, among 
other activities.
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FAF Trustees’ Three-Year Assessment

► The PCC will provide quarterly written 
reports to the FAF Board of Trustees. 

►The FAF Trustees will conduct an overall 
assessment of the PCC following its first 
three years of operation to determine 
whether its mission is being met and 
whether further changes to the standard-
setting process for private companies are 
warranted.
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Nominations Process

►Nomination process begins June 1- see 
FASB website

►Nominations close June 30

►Candidates reviewed and interview by FAF 
Trustees

►Committee to begin work 4th Qtr 2012
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DEFINITION OF A PRIVATE 
COMPANY
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Definition of a Private Company

Project added to agenda in March

► Stakeholders have requested clarification of the 
existing definitions and ongoing questions about 
which definition of a nonpublic entity was being 
used in various projects

►Need for clarity on the definition of a nonpublic 
entity with respect to the private company 
decision-making framework
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Decisions to Date

►An entity that is required to file or furnish 
financial statements with the SEC for 
purposes of issuing securities to be traded 
in a public market should not be included in 
the definition of a private company.

►Privately held financial institutions should be 
included in the definition of a private 
company.
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Decisions to Date

► A for-profit entity that is a conduit bond 
obligor for conduit debt securities that are 
traded in a public market would not be 
deemed a private company for standard-
setting purposes even if the entity otherwise 
meets the characteristics of a private 
company as defined in this project.
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Next Steps

►The staff will continue performing research 
and outreach with relevant stakeholders and 
present the results to the Board for 
deliberations.

►Discussion paper expected in 3rd Qtr 2012
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PRIVATE COMPANY 
DECISION MAKING 
FRAMEWORK

18
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Project Status and Timing

• Initial draft completed by staff

• Draft reviewed by (a) Private Company Resource 
Group,(b) Private Company Financial Reporting 
Committee, and (c) Small Business Advisory 
Committee (at summary level)

• DP represents staff views and incorporates input from 
Board members, but Board has not yet deliberated 
content

• Under FAF’s current proposal, PCC would jointly 
develop and approve framework with FASB
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Significant Differential Factors 

Underlying the basis of the framework are the six 
significant factors identified by the staff that most 
differentiate the financial reporting considerations of 
private companies from public companies:

� Types and number of financial statement 
users

� Access to management

� Investment strategies

� Ownership and capital structures

� Accounting resources

� Learning and education
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Structure of Framework
► Consists of 5 modules:

� Recognition and Measurement

� Disclosures

� Display (Presentation)

� Effective Date

� Transition Method

► Framework guidance is limited to between 2-5 
pages per module, including illustrative 
flowchart

►Modules accompanied by a summary of 
background information and basis for staff 
recommendations 21
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� Not intended to be an entirely new conceptual 
framework that would lead to broad and 
fundamental differences

� Non-authoritative in nature, but will be a FASB 
document

� Intended to help facilitate decisions and drive 
consistency when evaluating whether sufficient 
basis exists for allowing differences

� Retains and improves information that is relevant 

to typical users

Purpose and Approach

22

Purpose and Approach

�Seeks to reduce cost and complexity where 
appropriate, but not in a way that adversely 
affects reporting of relevant information 

�Considers management access, but as an 
input and a backstop rather than as a 
primary consideration when evaluating 
exemptions and modifications
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Effective Date Module – Staff 
Recommendations

• Generally, defer effective date 1-year after first annual period 
required for public companies

• Provides guidance about limited instances that may warrant 
either no deferral or a deferral period longer than 1-year

• Generally, no deferral if immediate need for guidance 

• Considerations for deferring >1-year are (a) complexity and 
magnitude of change, (b) transition method, and (c) effect of 
non-comparability on users

• Generally, new guidance should become effective first for 
annual periods, then for interim periods thereafter

• Generally, a private company could adopt before deferred 
date but not before public company required or permitted 
effective date
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Transition Method Module – Staff 
Recommendations

• Considers allowing an option to use an 
alternative method if public companies are 
required to apply a retrospective method 

• Alternative methods include first, practical 
expedients, then modified/limited 
retrospective, and lastly, prospective method

• Requires qualitative disclosure about effect of 
change and some quantitative disclosure 

about effect of change on current period 
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Transition Method Module – Staff 
Recommendations

Considerations for allowing alternatives include:

– Relevance of affected balances and metrics

– Whether disclosures and management access can 
satisfy users

– Cost and complexity of applying a retrospective 
method

� Changes to systems, controls, and processes

� Need for maintaining parallel records

� Efforts by internal resources and need for 
external resources

� Extent of audit and review efforts
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Disclosures Module – Staff 
Recommendations

• Focuses on providing relevant information at a reasonable 
cost

• Generally no differences for industry-specific disclosures

• Generally, exempts disaggregated disclosures including 
account reconciliations and line item breakouts, or 
modifies by requiring narrative information

• Considers need for incremental or modified disclosures 
relevant only to private company users

• Must evaluate whether remaining level of disclosures 
provides baseline information and facilitates red flag
approach often used when reviewing notes

• Identifies areas of typical disclosure focus for which 
generally no exemption or modification should be 

considered (next slide)
27
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Disclosures Module - Staff 
Recommendations (cont’d) 

– Cash balances, cash flows, and cash earnings (adjusted EBITDA)

– Borrowings, credit obligations, liquidity, and leverage

– Significant contingencies and commitments affecting future cash flows

– Significant, unusual or infrequent events and transactions affecting 
cash flows

– Noncash charges relating to collateral/tangible assets

– Information about consolidated entities and changes in consolidation 
activities

– Capital, regulatory, and contractual restrictions affecting future cash 
flows

– Material transactions with related parties and affiliates

– Restatements or prior period errors materially affecting comparability

– Material subsequent events

– Significant changes in accounting principles, policies, and estimates

– Whether an alternative method of accounting has been applied

– Other events and circumstances that could significantly affect cash 
flows 28

Display Module – Staff 
Recommendations

• Generally, private and public companies should apply the 
same display requirements (on the face of the statements)

• Provides for some exemptions and modifications considering 
(a) relevance of the account or measure to users and (b) 
whether substitute disclosure will be sufficient without 
fundamentally affecting comparison with public financial 
statements

• Generally, allows no differences for industry-specific 
requirements

• Considerations about relevance include:

 Whether guidance is primarily relevant to specific industries

 If related exemption exists under current guidance

 Whether information affects amounts/metrics typically focused 
on by users
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Recognition and Measurement Module – Staff 
Recommendations

• Allows for consideration of differences based on 
responses to a series of questions about user relevance, 
and cost and complexity 

• Relevance, cost, and management access are evaluated 
and weighed similar to process for considering 
disclosure differences

• Practical expedients are to be considered before 
fundamental differences are considered

• Generally no differences for industry-specific guidance

• Requires disclosure that company has applied 
alternative treatment
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Next Steps

► Framework expected to be exposed for public 
comment in the form of a Discussion Paper (DP) 
by June 30, 2012

► Board considering whether a private company 
must make an election to adopt all or none of 
exceptions/modifications 
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CURRENT EFFORTS AT FASB 
TO ADDRESS NON PUBLIC 
ENTITY ACCOUNTING
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Current FASB Steps in Nonpublic Entity 
Consideration during the Standard

Setting Process

� Seeking input from those specifically involved in nonpublic 
entities

� Identifying/ providing alternatives for nonpublic entities

� Asking questions in proposed Accounting Standards Updates 

� Evaluating what has been learned during public exposure period 
and determining whether differences are warranted

� Articulating in the basis for conclusions of proposed and final 
ASUs whether differences should exist [affirmative requirement 
here is new]

� Monitoring during implementation period whether there are any 
unanticipated difficulties/ issues
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Other Changes at FASB 

►Additions to private company staff at FASB

►FASB meetings and educational sessions 
now being webcast- and archived

►More interaction between PCFRC and staff

►FASB nonpublic entity webcasts for CPE

►New Nonpublic Entity section on FASB 
website

34
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FASB Private Company 
Roundtables

Held last October

Issued raised by participants:

► Variable interest entities- standard hard to 
understand

► “Vanilla” interest rate swaps- current accounting 
not useful

► Fair value measurements- level 3

► Volume of required disclosures
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Board Seeking Ways to Obtain 
Private Company Input on EDs

►Web based form for providing input without 
having to write a comment letter

►Questions specifically directed to users, 
preparers and practitioners

►Will be used on new EDs

►You do not have to comment on all the 
issues!!!!!
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PRIVATE COMPANY 
FINANCIAL REPORTING 
COMMITTEE
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PCFRC Efforts

►Have been educating FASB staff on differences 
between private company and public company 
user needs

►Have been working closely with staff on MOU 
projects

► PCFRC members part of working groups on 
various projects including leases and framework

► Issued 10 Recommendation Letters to FASB in 
2009, 11 in 2010, 8 in 2011 and 4  in 2012
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2012 PCFRC Efforts

Working closely with FASB staff on:

► Private company issues in connection with 
leases project

►Additional guidance for consolidation of 
related party leasing entities

►Definition of a private company
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Codification

► Free access, but no search capability

► FAF published the Learning Guide for the 
Codification Research System, a resource for 
subscribers who want to use the FASB online 
Codification’s features more effectively and 
efficiently

� available at http://asc.fasb.org.
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How to Follow FASB

► www.fasb.org- sign up for Twitter or action alert 

emails

► Participate in webcasts

►Nonpublic entity section on website- PCFRC and 
SBAC minutes, meeting notices, staff contacts

► Advisory group updates on Advisory groups tab

► Specific projects- click on Projects tab and 
“technical plan and project updates”- EDs, 
comment letters, timing and board actions info 
posted
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Questions?

www.pcfr.org

www.fasb.org

judithodell86@gmail.com
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