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Cincinnati, Ohio

All Private Company Financial Reporting Committee (“PCFRC” or “Committee”) members were in attendance except Chris Rogers and John Burzenski.

Financial Accounting Standards Board (“FASB”) Board Member:  Larry Smith, Staff:  Paul Glotzer
American Institute of Certified Public Accountants (“AICPA”) Staff:  Dan Noll, Bob Durak


Accounting for Financial Instruments

The PCFRC discussed the FASB’s proposed Accounting Standards Update (“ASU”), Accounting for Financial Instruments and Revisions to the Accounting for Derivative Instruments and Hedging Activities and developed a draft recommendation letter which was issued to the FASB on October 21, 2010. That letter can be viewed at http://www.pcfr.org/downloads/PCFRC__final_letter_on_financial_instruments_ED.pdf

Revenue Recognition

The PCFRC spent considerable time discussing the FASB’s proposed ASU, Revenue from Contracts with Customers and its significant implications to the private company sector.  The Committee developed points for its recommendation letter to the FASB and scheduled a conference call on November 9 to finalize the letter. The PCFRC’s letter was subsequently issued on October 29, 2010. That letter can be viewed at http://www.pcfr.org/downloads/PCFRC__final_letter_on_revenue_recognition_ED_10-29-10.pdf

Leases

The FASB’s proposed ASU, Leases, was discussed by the PCFRC. The proposed changes to lease accounting will have a substantial impact in the private company sector.  Initial points for a recommendation letter to the FASB were developed by the Committee. The letter was further developed and finalized at the PCFRC’s December 2-3, 2010 meeting and was issued to the FASB on December 22, 2010. The letter can be viewed at http://www.pcfr.org/recommendations.html




Goodwill Impairment Testing

The PCFRC reviewed the FASB’s proposed ASU, How the Carrying Amount of a Reporting Unit Should Be Calculated When Performing Step 1 of the Goodwill Impairment Test.  The costs and benefits of goodwill impairment testing are a major concern of the Committee.  The Committee developed points for a recommendation letter to the FASB, which was issued on November 3, 2010. The letter can be viewed at http://www.pcfr.org/downloads/PCFRC__final_letter_on_goodwill_step1_impair_test_proposed_ASU.pdf

Statement of Comprehensive Income

The PCFRC reviewed the proposed FASB ASU, Statement of Comprehensive Income and developed points for a recommendation letter which was issued to the FASB on October 8, 2010. That letter can be viewed at http://www.pcfr.org/downloads/PCFRC__final_letter_on_comprehensive_income_ED.pdf

Disclosure about an Employer’s Participation in a Multiemployer Plan

The PCFRC considered the FASB’s project on Disclosure about an Employer’s Participation in a Multiemployer Plan and developed points for a recommendation letter on the related proposed ASU. The Committee discussed the costs and implementation problems that construction contractors will have with this proposal. That letter was issued to the FASB on November 9, 2010 and can be viewed at http://www.pcfr.org/downloads/PCFRC__final_letter_on_prop__ASU_-_Disclosure_-_Employers_Part__Multiemployer_Plan.pdf

Financial Statement Presentation

The joint FASB-IASB project on Financial Statement Presentation has been of great interest to the PCFRC since the project’s inception.  The purpose of this project is to establish a standard that will guide the organization and presentation of information in the financial statements. The results of this project will directly affect how the management of an entity communicates financial statement information to users of financial statements.  The PCFRC discussed the status of the project with Larry Smith of the FASB.

Mr. Smith reported that the staff of the FASB and IASB plan to engage in a focused and targeted outreach program before finalizing and publishing an exposure draft. To facilitate their outreach efforts, the boards decided that a draft of the proposed standards would be an effective way of communicating their tentative decisions reached to date (which is referred to as a “staff draft”). The draft reflects the cumulative tentative decisions made by the boards concluding with their joint meeting in April 2010. After completing and considering the results of the outreach activities, the Boards will deliberate and make changes as appropriate to their tentative decisions as reflected in the staff draft. 

[bookmark: decisions]The Boards acknowledge that they do not have the capacity currently to devote the time necessary to consider the information learned during outreach activities and modify their tentative decisions. Consequently, the Boards decided to not issue an Exposure Draft in the first quarter 2011 as originally planned.  Board members and staff will meet with the project working group in December 2010 to discuss the cost and benefit information received during outreach activities and possible ways to move forward. The Boards will return to this project when they have the requisite capacity. This is expected to be after June 2011. The PCFRC will continue to follow developments on this project.

Update on FASB-IASB MOU Projects and Other FASB Projects

Larry Smith provided the Committee with an update on key convergence projects that the FASB and IASB are working on as part of their Memorandum of Understanding. Those projects include Leases, Revenue Recognition, Balance Sheet Offsetting, Financial Instruments with Characteristics of Equity, and Financial Instruments. In addition, Mr. Smith updated the PCFRC on FASB-only projects, including Troubled Debt Restructuring, Investment Properties, Loss Contingencies, and Disclosure Framework. Information about these projects can be obtained at http://www.fasb.org/jsp/FASB/Page/SectionPage&cid=1218220137074

Update on Activities of the Blue Ribbon Panel on Standard Setting for Private Companies (the Panel)

Judy O’Dell, who is a participating observer on the Panel, informed the Committee about the progress of the Panel and the discussions held at its last meeting.  The AICPA, FAF, and NASBA established the Panel to address how accounting standards can best meet the needs of U.S. users of private company financial statements. Information about the Panel can be obtained at http://www.accountingfoundation.org/cs/ContentServer?site=Foundation&c=Page&pagename=Foundation%2FPage%2FFAFSectionPage&cid=1175804985611

Fair Value – Investment Properties

Investment Properties is a FASB project, the objective of which is to consider whether entities should be given the option (or be required) to measure an investment property at fair value through earnings. The existing international accounting standard (IAS 40, Investment Property) provides such an option. This project also will consider how an entity should consider a lease when measuring the fair value of a leased investment property.  Ownership of investment properties is prevalent in the private company sector and as such the PCFRC has an interest in this project. Larry Smith informed the Committee that the FASB may be looking for more feedback and reassessing its intentions with regard to the project.  The PCFRC will continue to monitor the project.






Consolidation: Policy and Procedures
The PCFRC reviewed the joint FASB-IASB project on Consolidation: Policy and Procedures.  The objective of this project is to provide comprehensive guidance for consolidation of all entities, including entities controlled by voting or similar interests.  PCFRC members commented that in the private company sector, accounting requirements for the consolidation of variable interest entities still causes problems. The PCFRC will continue to monitor this project.
FASB Discussion Paper on Effective Date and Transition

The PCFRC discussed with Larry Smith an upcoming FASB discussion paper to gather information the Board needs to establish appropriate effective dates and transition methods for projects on the FASB-IASB Memorandum of Understanding. This project is being conducted jointly with the IASB.  The Committee will monitor this project and respond to the Discussion Paper once it is issued.
[bookmark: objective]Next PCFRC Meetings
The next PCFRC meeting will be December 2-3, 2010 in Norwalk
The Committee set the following tentative meeting dates for 2011:
· April 28-29 (Norwalk, CT)
· June 23-24 Minneapolis, MN)
· September 22-23 (Las Vegas, NV)
· November 17-18 (Norwalk, CT)
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