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March 22, 2022 
 
Technical Director 
Ms. Hillary H. Salo  
Financial Accounting Standards Board 
401 Merritt 7  
PO Box 5116 
Norwalk, CT 06856-5116 
 
File Reference No. 2021-007, Liabilities –Supplier Finance Programs (Subtopic 405-50) 
 
Dear Ms. Salo:  
 
The California Society of CPA’s (“CalCPA”) Accounting Principles and Assurance Services 
Committee (the “Committee”) is the senior technical committee of CalCPA. CalCPA has 
approximately 42,600 members. The Committee consists of 54 members, of whom 45 percent are 
from local or regional firms, 32 percent are from large multi-office CPA firms, 12 percent are sole 
practitioners in public practice, 6 percent are in academia and 5 percent are in international firms. 
Members of the Committee are with CPA firms serving a large number of public and nonpublic 
business entities, as well as many non-business entities such as not-for-profits, pension plans and 
governmental organizations. 
 
The Committee is writing to share its views on the specific questions asked in the Financial 
Accounting Standards Board’s (“FASB” or “the Board”) proposed accounting standards update 
(“ASU”), File Reference No. 2021-007. We appreciate the Board’s standard-setting proposal and 
the opportunity to provide our perspectives on the proposed standard as contained below.  
 
Question 1: Would the amendments in this proposed Update provide decision-useful 
information for investors and other financial statement users to consider the effect of 
supplier finance programs on an entity’s working capital, liquidity, and cash flows? Please 
explain why or why not. 
 
The Committee believes that guidance included in the proposed ASU will provide decision-useful 
information for investors and other financial statement users to consider the effect of supplier 
finance programs on an entity’s working capital, liquidity, and cash flows.  For example, the 
proposed requirement will enhance disclosure regarding an entity’s liquidity and the terms of its 
debt. 
 
Question 2: Are any additional disclosures or enhancements to the proposed amendments 
needed to understand the effect of supplier finance programs on an entity’s working capital, 
liquidity, and cash flows? If so, please explain what that information is and how it would be 
used. 
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While the proposed accounting requirement may provide disclosure regarding an entity’s 
presentation and disclosure of supplier finance programs, it does not address how an entity should 
classify supplier finance programs on its balance sheet and statement of cash flows.  A significant 
number of Committee members recommended that the FASB provide additional guidance for 
determining the classification of supplier finance programs on both an entity’s balance sheet and 
statement of cash flows.  These members believe that the absence of relevant guidance within the 
current FASB Codification and the evident diversity in practice referenced within the proposal, 
warrants the provision of applicable guidance.   
 
Question 3: Is the proposed scope guidance, including the indicator in paragraph 405-50-15-
3, understandable and operable, and does it appropriately capture the overall population of 
supplier finance programs? If not, please explain why and what alternative would be more 
appropriate. Please also indicate whether any additional indicators should be included in the 
proposed scope guidance and the basis for including those indicators. 
 
The Committee generally believes that the proposed scope guidance is understandable, operable, 
and appropriately captures the overall population of supplier finance programs. 
 
Question 4: Should an entity be required to disclose the roll forward of obligations 
outstanding at the end of the reporting period that the entity has confirmed as valid to the 
finance provider or intermediary under a supplier finance program (see paragraph 405-50-
50-3(b)(2))? 
 
The majority of Committee members believes that the disclosures required should be limited to 
disclosure of qualitative and quantitative information sufficient to enable users of financial 
statements to understand the nature an entity’s supplier finance programs and the magnitude of 
amounts outstanding relating such programs.  As such, these members believed that disclosures 
required should generally be limited to the disclosure of: (i) the key terms of program(s), (ii) the 
amount outstanding under the program(s), and (iii) the location of such amounts on the entity’s 
financial statements.   
 
While members did not believe there would be significant incremental costs or operability 
concerns associated with such disclosure, the Committee does not believe that the proposed roll 
forward of obligations disclosure should be required.  In this regard, certain members observed 
that the netting of receipts and payments of assets and liabilities with original maturities of three 
months or less (e.g., a short-term credit facility) is permitted in the statement of cash flows (e.g., 
ASC 230-10-7 to 9).  Moreover, the application of ASC 230-10-9 to supplier financing 
arrangements may lead to a situation where some receipts and payments can be netted and others 
cannot be netted, with no gross disclosures of appropriately netted amounts.  This would likely 
result in confusing disclosure that could be avoided by not requiring gross disclosures of receipts 
and payments. Lastly, these members were unsure as to whether sufficient attention is paid to the 
three-month limit as it might apply to trade accounts receivable and payable, particularly when 
standard terms are usually shorter but then may be negotiated to something longer either before or 
shortly after a transaction. As such, these members believed that such disclosures detracted from 
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other, decision-useful information already contained in financial statements prepared under 
GAAP.   
 
Question 5: The proposed disclosure guidance allows an entity that uses more than one 
supplier finance program to aggregate disclosures, so long as useful information is not 
obscured by the aggregation of programs with substantially different characteristics. Is that 
proposed disclosure guidance understandable and operable or is additional guidance needed 
to distinguish characteristics that would be considered substantially different? If so, please 
explain what information would be useful for investors and other financial statement users 
to differentiate between substantially different supplier finance programs and how that 
information would be used. 
 
The Committee believes that the proposed guidance allowing an entity that uses more than one 
supplier finance program to aggregate disclosures (so long as useful information is not obscured 
by the aggregation of programs with substantially different characteristics), is understandable and 
operable. 
 
Question 6: Are the proposed disclosure requirements operable and auditable in terms of 
systems, internal controls, or other similar considerations related to the required 
information? If not, please explain which proposed disclosure requirements would pose 
operability or auditability issues and why. 
 
The Committee believes that the proposed disclosure requirements are operable and auditable in 
terms of systems, internal controls, and other similar considerations related to the required 
information. 
 
Question 7: Would any of the proposed disclosures require special consideration for entities 
other than public business entities? If so, please explain which proposed disclosures would 
require special consideration and why. 
 
While the Committee believes that required disclosures pertaining to an entity’s supplier finance 
programs be reduced from those proposed as discussed above, members did not believe that special 
consideration for entities other than public business entities (“PBEs”) be provided.  However, 
should the FASB conclude that roll forward disclosures be retained for PBEs, the Committee 
believes that such disclosure requirements should not apply to non-PBEs. 
 
Question 8: Should an entity be required to disclose the outstanding confirmed amount and 
the roll forward of those obligations at each interim reporting period, or should it be 
required to provide such quantitative disclosures only in an interim reporting period when, 
as determined by the entity, a significant event or transaction related to the programs has 
occurred that has a material effect on the entity (consistent with the proposed principle 1 in 
Topic 270, Interim Reporting)? Please explain your position. 
 
The Committee believes that the proposed disclosures should only be required for interim purposes 
when, as determined by the entity, a significant event or transaction related to the programs has 
occurred that has a material effect on the entity. 
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Question 9: In the period of initial application, should all the proposed disclosure 
requirements be implemented on a retrospective basis for each balance sheet date presented? 
If not, please explain which proposed disclosure requirements should be implemented on a 
prospective basis and why. 
 
The Committee generally believes that the proposed disclosure requirements be implemented on 
a prospective basis.  The majority of the members believe that prospective disclosures adequately 
and appropriately provide financial statement users with sufficient information necessary to 
understand the nature and extent of relevant supplier finance programs in existence and 
outstanding as of the financial reporting date. 
 
Question 10: How much time would be needed to implement the proposed amendments? 
Should entities other than public business entities be provided an additional year to 
implement the proposed amendments? If so, please explain why. 
 
The Committee does not believe significant time would be required to implement the proposed 
amendments.  Member views of the Committee were mixed as to whether additional time be 
provided to non-PBEs.  While some members believed that additional time was not required given 
to understand and adopt the proposed disclosures.  Other members believed that an additional year 
be provided to non-PBEs to facilitate requisite education relating to the proposed guidance. 
 
We thank you for the opportunity to comment on these matters. We would be glad to discuss 
our opinions with you further should you have any questions or require additional information. 
 
Sincerely, 
 

 
 
Paul J. Peterson, Chair 
Accounting Principles and Assurance Services Committee 
California Society of Certified Public Accountants 
 
 
 
 
 


