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Technical Director
Financial Accounting Standards Board
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Norwalk, CT 06856‐5116
Re:

File Reference No. 2013‐ 260
Impact of required disclosures under Accounting Standards Update (ASU) 2011‐04 on private
companies with ESOP ownership (“private ESOP companies”)

Sun Automation Inc. is a privately held, 100% owned ESOP company. We respectfully request FASB
exempt employer securities held by ESOPs and other non‐public employee benefit plans (benefit plans
other than those required to file financial statements with the SEC on Form 11‐K) from the quantitative
and qualitative disclosures required for Level 2 and Level 3 fair value measurements required under ASC
820‐10‐50 as amended by ASU 2011‐04 (specifically paragraphs 820‐10‐50‐2‐bbb, f and g).
In May 2011, the FASB issued ASU 2011‐04 which proposes adding additional disclosure requirements
with respect to Level 3 fair value measurements. This would include employer securities held by an ESOP
as well as other types of employee benefit plans. As further explained below, these new disclosure
requirements negatively affect existing private ESOP companies by disclosing Company confidential
information to the public that can be used by competitors and customers to damage the goodwill and
vitality of the Company. and can give insight to the operations of the company, its financial condition,
and the process and methodology for determining the fair value of the employer securities.
For fair value measurements categorized within Level 3 of the fair value hierarchy, ASU 2011‐04 requires
the disclosure of i) quantitative information about the unobservable inputs used in determining fair
value and ii) the valuation process and methodologies used in determining fair value. Specifically, the
Standard requires the disclosure to include quantitative information about the significant unobservable
inputs used in the fair value measurement. To comply with these new requirements, we understand the
nature of these disclosures could include items such as i) the weighted average cost of capital used in
the discount cash flow method, ii) pricing multiplies applied (i.e., price to earnings, revenue multiples,
etc.), iii) operating margins, iv) long‐term revenue growth rates, and v) other sensitive information. This
is consistent with the example in the implementation guidance and illustrations included within the
Standard. Although these disclosures are required for each class of assets or liabilities, generally, the
investment in the Sponsor’s equity securities is the only Level 3 measurement in the financial
statements of an ESOP and therefore there is only one asset within the class. Therefore, the information
disclosed would be specific to the entity, and disclosing a range or weighted average does not appear to
be an available option.
These disclosures would provide the public with information regarding private ESOP companies that
otherwise would not be available. Collectively, these disclosures could allow readers to recreate a
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