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All Private Company Financial Reporting Committee (“PCFRC” or “Committee”) members were in attendance except Mike Cain, Jim Smith, and Steve Lords.
Financial Accounting Standards Board (“FASB”) Staff:  Paul Glotzer, Elizabeth Gagnon, and Kevin Catalano.
American Institute of Certified Public Accountants (“AICPA”) Staff:  Bob Durak
Chris Roger’s CFO.com Webcast
Chris Rogers of the PCFRC informed the Committee about a recent CFO.com webcast he participated in. The webcast covered FASB projects on revenue recognition, leases, fair value, and financial instruments. Joining Chris on the webcast was an individual from S&P’s rating agency.  Chris made the point that rating agencies are “users” of private company financial statements and as such their input may be helpful to the Committee.  The PCFRC decided to look into the idea of asking a rating agency representative to attend an upcoming PCFRC meeting.

Change in June PCFRC Meeting Date

Due to a conflict with a concurrently scheduled EITF meeting, the PCFRC decided to change the date of its June 23-24 meeting. A new date will be agreed upon and posted to the PCFRC’s web site.

Goodwill Impairment Assessments

Kevin Catalano of the FASB staff sought additional input from the PCFRC about the FASB’s project on goodwill impairment assessments.  The objective of this project is to explore alternatives to the manner in which a reporting entity is required to assess goodwill for potential impairment.   PCFRC members have provided input on the project previously.  In particular, FASB staff is seeking input from private company financial statement preparers at this time to better understand if certain proposals (those based on a more qualitative approach to assessing goodwill impairment) being explored by the FASB would be operational and result in cost reductions at private companies.  George Beckwith of the PCFRC agreed to reach out to other private company financial statement preparers and ask them to provide FASB staff with input on the FASB’s proposals.
Impairment – Financial Instruments 

Liz Gagnon of the FASB staff spoke to the Committee about a recently issued Supplementary Document issued by the FASB and IASB titled, Impairment: Financial Instruments. This Supplementary Document presents a common solution for impairment accounting and primarily addresses the timing of the recognition of expected credit losses in the context of open portfolios. Impairment in other circumstances is not addressed.  The proposals in the Supplementary Document appear to apply mainly to financial institutions like banks, credit unions and organizations that have pools of loans.  FASB staff is interested in determining whether the proposals are operational.  With that goal in mind, Liz asked the PCFRC to help FASB staff reach out to financial statement preparers at small community banks and other lenders for input on the proposals in the Supplementary Document. Maryann Lawrence of the PCFRC provided Liz with the name and contact information of an individual at the Risk Management Association who will be able to facilitate the FASB staff’s outreach.
PCFRC members expressed some preliminary concerns about the proposed guidance in the Supplementary Document. Specifically, calculating a forecast of expected losses appears complicated to prepare and challenging to audit.  Although the Supplementary Document primarily affects financial institutions, non-financial institutions may also have to apply the proposed guidance with respect to long-term receivables.  Weighing the costs of complying with the proposed guidance against the benefits to financial statement users will be an important consideration.  The PCFRC will begin addressing the Supplementary Document and development of any recommendations at its next conference call on March 11.
Selected Issues about Hedge Accounting

Liz provided some background to the PCFRC about FASB’s Invitation to Comment titled, Selected Issues about Hedge Accounting.  Through this Invitation to Comment, the FASB is soliciting input on the IASB’s Exposure Draft, Hedge Accounting, in order to improve, simplify, and converge the financial reporting requirements for hedging activities.  George Beckwith of the PCFRC agreed to take the lead in developing some possible comment points for the Committee to consider. As stated in its October 21, 2010 letter to the FASB related to this project, some PCFRC members did not favor elimination of the “shortcut method” related to hedge effectiveness.  The PCFRC will address this Invitation to Comment at its March 11 conference call.
Disclosures about Risks Inherent in Financial Instruments
At a recent FASB meeting, the Board discussed risks inherent in financial instruments, such as interest rate risk and liquidity risk, how an entity manages those risks, and whether disclosures about those risks should be required in the financial statements. The FASB staff is in the process of reviewing risk disclosures currently required by various regulatory and accounting bodies and obtaining feedback from users and preparers to develop staff’s recommendations for additional risk disclosures related to financial instruments. A questionnaire has been developed to help gain that feedback.  Liz talked to the PCFRC about this project and the difficulty FASB staff is having in getting feedback from the private company sector.  Although this project appears to mainly affect financial institutions, the PCFRC will review the questionnaire at its next conference call and consider providing feedback to FASB staff.
Leases

Tom Groskopf of the PCFRC raised the topic of the FASB’s project on lease accounting and the need to understand recent developments.  In particular, the PCFRC would like clarification about the FASB’s current intentions with regard to accounting for non-finance type leases.  Paul Glotzer of the FASB staff stated that he would look into the matter and the PCFRC will ask the FASB staff member in charge of the Lease project to join the Committee’s March 11 conference call.

Updates about FASB progress on Revenue Recognition and Leases
Liz proposed providing the PCFRC with updates about the tentative decisions and progress made by the FASB on the Revenue Recognition project.  The PCFRC agreed that such updates would be informative and decided to also request updates from the FASB staff assigned to the Leases project.

Insurance Contracts Project

Paul informed the PCFRC that FASB’s project on Insurance Contracts may affect non-insurance companies. He will monitor the project and keep the Committee informed.
Next PCFRC Conference Calls and Meetings
The Committee has set the following tentative conference calls and meeting dates for 2011:

· Conference call – March 11
· Conference call – March 25

· Conference call – April 7

· Conference call – April 21 

· Meeting - May 5-6 (Norwalk, CT)

· Meeting - June 23-24(Minneapolis, MN)This meeting date will change
· Meeting - September 22-23 (Las Vegas, NV)

· Meeting - November 17-18 (Norwalk, CT)
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