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FASB issues ASU which Removes
Requirement  to  Categorize
Investments  Utilizing  the
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The  FASB
issued  on
May 1, 2014
Accounting
Standards

Update  2015-07,  Fair  Value  Measurement  (Topic  820),
Disclosures for Investments in Certain Entities That Calculate
Net Asset Value per Share (or Its Equivalent).

The amendments in Accounting Standards Update 2015-07 (the
Update) remove the requirement to categorize within the fair
value  hierarchy  all  investments  for  which  fair  value  is
measured  using  the  net  asset  value  per  share  practical
expedient.

The amendments also remove the requirement to make certain
disclosures  for  all  investments  that  are  eligible  to  be
measured at fair value using the net asset value per share
practical expedient. Rather, those disclosures are limited to
investments for which the entity has elected to measure the
fair value using that practical expedient.

Current GAAP requires that investments for which fair value is
measured at net asset value (or its equivalent) using the
practical expedient in Topic 820 be categorized within the
fair  value  hierarchy  using  criteria  that  differ  from  the
criteria used to categorize other fair value  measurements
within the hierarchy.

Under the amendments in this Update, investments for which
fair value is measured at net asset value per share (or its
equivalent)  using  the  practical  expedient  should  not  be
categorized  in  the  fair  value  hierarchy.  Removing  those
investments from the fair value hierarchy not only eliminates
the diversity in practice resulting from the way in which
investments measured at net asset value per share (or its
equivalent) with future redemption dates are classified, but
also ensures that all investments categorized in the fair

http://www.fasb.org/cs/ContentServer?c=Document_C&pagename=FASB%2FDocument_C%2FDocumentPage&cid=1176165981889


value hierarchy are classified using a consistent approach.
Investments that calculate net asset value per share (or its
equivalent), but for which the practical expedient is not
applied  will  continue  to  be  included  in  the  fair  value
hierarchy.

A reporting entity should continue to disclose information on
investments for which fair value is measured at net asset
value (or its equivalent) as a practical expedient to help
users understand the nature and risks of the investments and
whether the investments, if sold, are probable of being sold
at amounts different from net asset value.

The  amendments  in  this  Update  are  effective  for  public
business entities for fiscal years beginning after December
15, 2015 (2016 calendar years), and interim periods within
those fiscal years. For all other entities, the amendments in
this Update are effective for fiscal years beginning after
December 15, 2016 (2017 calendar years), and interim periods
within those fiscal years. A reporting entity should apply the
amendments  retrospectively  to  all  periods  presented.  The
retrospective approach requires that an investment for which
fair value is measured using the net asset value per share
practical expedient be removed from the fair value hierarchy
in all periods presented in an entity’s financial statements.
Earlier application is permitted.
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Who We Are
Torrillo & Associates, LLC specializes in employee benefit
plan audits including 401k audits, 403b audits, pension plan
audits, and other retirement plan audits. We are licensed in
10 states including Pennsylvania, New Jersey, Delaware, New
York and Florida.  We are also able to practice in additional
states that have passed firm mobility.
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