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James L. Kroeker
Vice Chairman, Financial Accounting Standards Board
James L. Kroeker was appointed a member and vice chairman of the Financial Accounting Standards Board (FASB) on September 1,
2013, later reappointed to a second term that extends to June 30, 2024. In the latter role, he assists the FASB chairman in
representing the Board to external stakeholders and in conducting its internal operations, in addition to serving as a voting member
of the Board.
Prior to joining the FASB, Mr. Kroeker served as the Deputy Managing Partner for Professional Practice for Deloitte. Before joining
Deloitte in January 2013, he was the Chief Accountant of the Securities and Exchange Commission (SEC) from January 2009 until
his departure in 2012. In that capacity, Jim served as the senior accounting professional for the Commission and the principal advisor
to the Commission on all accounting and auditing matters. In his capacity at the SEC, he was responsible for resolution of a wide
range of globally significant accounting and auditing issues.
While at the Commission (he joined in February 2007), Jim played a key role in efforts to improve the transparency and reduce the
complexity of financial disclosure. He served as staff director of the SEC's Congressionally-mandated study of fair value accounting
standards, and he led the efforts of the Office of the Chief Accountant to address the economic crisis, including steps to improve offbalance sheet accounting guidelines. Jim also served as the Designated Federal Officer responsible for the staff oversight of the
SEC's Advisory Committee on Improvements to Financial Reporting. He also was responsible for the day-to-day operations of the
office, including resolution of accounting and auditing practice issues, rulemaking, and oversight of the FASB and PCAOB.
Prior to joining the SEC, Jim was a partner at Deloitte in the firm's Professional Practice Network and was responsible for providing
consultation and support regarding the implementation, application, communication and development of accounting standards,
including disclosure and reporting matters. Jim was Deloitte & Touche's representative on the AICPA Accounting Standards
Executive Committee (AcSEC). He also served as a Practice Fellow at the Financial Accounting Standards Board.
Jim received a Bachelor of Science degree with an emphasis in accounting from the University of Nebraska in May 1992.
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David L. Larsen, CPA/ABV/CEIV
Managing Director, Alternative Asset Advisory
David Larsen is a managing director in the Seattle office of Duff & Phelps and part of the Alternative Asset Advisory service line.
He has more than 35 years of transaction and accounting experience. He specializes in fair value accounting issues, and
specifically in valuation, accounting, and regulatory issues faced by Alternative Asset managers and investors.
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David advises leading Private Equity Managers and Institutional Investors and has advised numerous strategic and private equity
acquirers in all areas of mergers, acquisitions, joint ventures, divestitures and valuation related maters. He provides valuation
policy and process assistance to a number of the world’s largest institutional limited partner investors and some of the world’s
largest alternative Investment managers. David is a member of the International Valuation Standards Council Standards Review
Board, an advisor to and has served as Vice Chair of the International Private Equity and Venture Capital Valuations Board
(IPEV), which in 2018 released updated International Private Equity Valuation Guidelines and serves as a member of the
American Institute of Certified Public Accountants (AICPA) PE/VC Practice Guide Task Force. David has served as a special
advisor to the Institutional Limited Partners Association; board member, project manager and technical advisor to the Private
Equity Industry Guidelines Group and was instrumental in developing and drafting the Private Equity Industry Guidelines Group’s
Valuation and Reporting Guidelines; member of the Financial Accounting Standards Board’s Valuation Resource Group
responsible for providing the Board with input on potential clarifying guidance on issues relating to the application of the
principles of FASB ASC Topic 820 (formerly SFAS No. 157), Fair Value Measurements and a member of the AICPA Net Asset
Value Task Force.
Prior to joining Duff & Phelps, David was a Partner in KPMG LLP’s Transaction Services practice, where he was the segment
leader of KPMG’s U.S. Institutional Investor practice. He served 13 years in KPMG’s Seattle, Düsseldorf and Prague audit
practices prior to moving full time to advisory work.
David received his M.S. in accounting from Brigham Young University’s Marriott School, his B.S. in accounting from Brigham
Young University. He is a certified public accountant licensed in California and Washington. David is also a member of the AICPA
and the California and Washington Society of Certified Public Accountants and is a FINRA Series 7, 24 and 63 registered
representative.
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About Kroll

About Kroll
Kroll is the world’s premier

13,400

provider of services and digital
products related to valuation,

CLIENTS INCLUDING NEARLY

~5,000

48%
S&P 500

2,700+

TOTAL
PROFESSIONALS
GLOBALLY

EUROPE AND
MIDDLE EAST

ASIA
PACIFIC

1,250+

950+

governance, risk and
transparency. We work with
clients across diverse sectors in
the areas of valuation, expert
services, investigations, cyber

security, corporate finance,
restructuring, legal and business
solutions, data analytics and
regulatory compliance.
The firm’s nearly 5,000
professionals are located in
30 countries and territories

THE
AMERICAS

OF THE

PROFESSIONALS

PROFESSIONALS

PROFESSIONALS

around the world.
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Enhancing value across a range of expertise
Our service areas

Valuation Advisory

Corporate Finance

Governance and
Risk Advisory

Business Services

Cyber Risk

Valuation and consulting for
financial reporting, tax,
investment and risk management
purposes

Objective guidance to
management teams and
stakeholders throughout
restructuring, financing and M&A
transactions, including
independent fairness and
solvency opinions

Risk management and
mitigation, disputes and other
advisory services

Complex legal and business
solutions through our proprietary
technology and team of experts

• Forensic Investigations
and Intelligence

• Prime Clerk

• Financial Services Compliance
and Regulation

• Mass Tort Administration

With unrivaled frontline
experience from handling 2,700+
incidents every year, we're
uniquely positioned to deliver
end-to-end cyber risk solutions
to support every step of the
journey toward cyber resilience:

• Valuation Services
• Alternative Asset Advisory
• Real Estate Advisory
• Tax Services

• M&A Advisory

• Transfer Pricing

• Fairness and Solvency
Opinions

• Fixed Asset Advisory Services

• Transaction Advisory Services
• ESOP and ERISA Advisory
• Financial Sponsors Group
• Distressed M&A and Special
Situations

• Private Capital Markets and
Debt Advisory

• Compliance Risk and
Diligence
• Expert Services
• Restructuring Advisory
• Information Management and
Governance
• Security Risk Management

• Data Insights and Forensics

• Class Action Administration
• Regulatory and Government
Administration
• Notice Media Solutions
• Lucid Issuer Services
• Lucid Agency and Trustee
Services
• Corporate Actions
• Business Technology

• Cyber Risk Governance
• System Assessments and
Testing
• Incident Response and
Litigation Support
• Notification, Call Centers,
and Monitoring
• Managed Security Services
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Our evolution
In operation for nearly 100 years

Duff &
Phelps
founded and
evolves into
diversified
financial
services firm

1932

Acquired
Corporate
Value
Consulting
(CVC)
from Standard
& Poor’s

1994
Credit ratings
business
spun-off

2005

Acquired
CounselWorks to
expand Compliance and
Regulatory Consulting
practice

Taken private
by a private
equity
consortium
led by The
Carlyle Group
and the Duff
& Phelps
management
team

2007
Listed on the
NYSE
From 2007
to 2012,
acquired 14
businesses
to expand
service offerings

2013

Acquired Tregin
Solutions to expand
technology solutions
capability of Legal
Management Consulting

2015

2016

Acquired American
Appraisal to
expand global
Valuation Advisory
Services practice
Acquired Kinetic
Partners and
launched
Compliance
and Regulatory
Consulting practice

2017

Duff & Phelps is
acquired by Permira
Funds, the global
private equity firm
Acquired Kroll
and launched
Governance and
Risk Advisory
practice

2018

Acquired Quantera
Global Asia, the leading
Asia Pacific transfer
pricing firm, to enhance
our presence in the
region

2019
Acquired
Prime Clerk,
Forest
Partners,
Heffler
Claims and
Zolfo Cooper
Asia

Duff & Phelps acquired
by investor consortium
led by Stone Point Capital
and Further Global
Acquired Blackrock
Expert Services Group,
Borrelli Walsh, Verus
Analytics, Lucid
Companies and
RP Digital Security

2020

2021
Duff & Phelps
rebranded to
Kroll
Acquired
Redscan
Kroll
announces
formation of
Kroll Business
Services

7

Our locations
Across 30 countries and territories worldwide
The Americas
Addison
Atlanta
Austin
Bogota
Boston
Brooklyn
Buenos Aires

Chicago
Dallas
Denver
Diamond Bar
Ellensburg
Houston
Los Angeles

Mexico City
Miami
Minneapolis
Morristown
Nashville
New York
Philadelphia

Reston
San Francisco
São Paulo
Seattle
Secaucus
Silicon Valley
Toronto

Washington, D.C.
Waterbury

Europe and Middle East
Abu Dhabi
Agrate
Brianza
Amsterdam
Barcelona
Bari
Berlin

Bilbao
Birmingham
Channel
Islands
Dubai
Dublin
Frankfurt

Gibraltar
Lisbon
London
Longford
Luxembourg
Madrid

Manchester
Milan
Moscow
Munich
Padua
Paris

Pesaro
Preston
Riyadh
Rome
Turin
Zurich

Asia Pacific
Bangalore
Beijing
Guangzhou
Hanoi

Hong Kong
Hyderabad
Jakarta
Kuala Lumpur

Mumbai
New Delhi
Shanghai
Shenzhen

Singapore
Sydney
Taipei
Tokyo

Caribbean
British Virgin Islands

Cayman Islands
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Our credentials
We serve

We rank

We won

61% of Fortune 100 companies

One of America’s Best Management Consulting
Firms 20209

Best Cyber Security Services Provider4

85% of Am Law 100 law firms
72% of the 25 largest Euro STOXX® companies
76% of the 25 largest private equity firms in the PEI 300
52% of the 25 largest hedge funds in the Alpha Hedge
Fund 100

#1 Total Number of U.S. and Global Fairness Opinions
Over the Past 10 Years1
#5 U.S. Middle-Market Transactions Over The Past 10
Years2
Leading patent consulting firm11

Best Compliance Consultancy Firm5
Thought Leader in Digital Forensics, Arbitration and
Investigations3
International Mid-Market M&A Advisory Firm of the Year
in Canada – 20206
Thought Leader in Corporate Tax and Digital Forensics7
Best Valuations Firm for Hard-to-Value Assets8

Kroll recognized as Pacesetter in the ALM Intelligence:
Cybersecurity Services 2020
Duff & Phelps and Kroll named Best Compliance
Consultant/Advisor10
Recommended Vendor for Security Incident Response in
Gartner® Invest Analyst Insight: SRM 2020 and 2019
1. Source: Thomson Reuters’ cumulative data 2011-2020

5. HFM European Quant Awards 2019

9. America’s Best Management Consulting Firms – Forbes

2. Source: Thomson Financial Securities Data (U.S. deals $10M < $150M,
including deals without a disclosed value). Full years 2011 through 2020

6. 2020 Corporate INTL Global Awards

10. Compliance Week’s 2020 Excellence in Compliance Awards

3. Who’s Who Legal 2018-2020: Forensic and Litigation Consulting.

7. Who‘s Who Legal 2019

11. I AM Patent 1000 2020

8. 11th Annual HFM European Hedge Fund Services Awards in 2019

4. HedgeWeek 2018
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Valuation professional affiliations
Respected across the globe for our expertise
Our managing directors provide
input to regulators and
standard-setters and actively
contribute to the development
of valuation industry best
practices.
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Overview of proposed changes

1

Summary of Proposed Accounting Standards Update
Fair Value Measurement of Equity Securities Subject to Contractual Sale Restrictions

Why Change?

Who is impacted?

Impact of Changes?

To clarify guidance in Topic 820 on
measuring the fair value of an equity
security that addresses contractual
restrictions that prohibit the sale of
an equity security.

All entities (not just investment
companies) that have investments
in equity securities measured at
fair value that are subject to
contractual restrictions preventing
sale.

The proposed amendments are
intended to clarify current GAAP,
reduce diversity in practice, reduce
cost and complexity, and increase
comparability. However, for
investment companies, reported
NAV may increase and may not
reflect the amount that would be
received in an orderly transaction for
a fund interest.
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Existing Standard (ASC Topic 820)
Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability
in an orderly transaction between market participants at the measurement date.
820-10-35-2B A fair value measurement is for a particular asset or liability. Therefore, when measuring fair value, a
reporting entity shall take into account the characteristics of the asset or liability if market participants would take
those characteristics into account when pricing the asset or liability at the measurement date. Such characteristics
include, for example, the following:

a. The condition and location of the asset
b. Restrictions, if any, on the sale or use of the asset.
820-10-35-2C The effect on the measurement arising from a particular characteristic will differ depending on how
that characteristic would be taken into account by market participants. Paragraph 820-10-55-51 illustrates a
restriction’s effect on fair value measurement.
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Proposed Change to Master Glossary

Restricted Security
An equity security that is not registered for sale with a national securities exchange or an over-the-counter market,
either domestic or foreign, when other equity securities from the same class of stock are registered for sale with a
national securities exchange or an over-the-counter market. To be legally sold on a national securities exchange or
an over-the-counter market, the unregistered security must be registered or satisfy the conditions necessary for an
exemption from registration. An equity security is no longer considered a restricted security if the conditions
necessary for an exemption from registration have been met even if the security remains unregistered.
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Proposed Change to Paragraph 820-10-35-6B

820-10-35-6B Although a reporting entity must be able to access the market, the reporting entity does not need to
be able to sell the particular asset or transfer the particular liability on the measurement date to be able to measure
fair value on the basis of the price in that market. For example, an equity security that is subject to a contractual
restriction that prevents the sale of the equity security does not prevent an entity from measuring fair value on
the basis of the price in that market. Rather, an entity must measure fair value on the basis of the price in that
market based on the value of the same equity security that is not subject to a contractual sales restriction (see
paragraphs 820-10-55-52 through 55-52A).
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Proposed Change to Paragraph 820-10-35-36B
820-10-35-36B A reporting entity shall select inputs that are consistent with the characteristics of the asset or
liability that market participants would take into account in a transaction for the asset or liability (see paragraphs
820-10-35-2B through 35-2C). In some cases, those characteristics result in the application of an adjustment, such
as a premium or discount (for example, a control premium or noncontrolling interest discount). However, a fair value
measurement shall not incorporate a premium or discount that is inconsistent with the unit of account in the Topic
that requires or permits the fair value measurement. Premiums or discounts that reflect size as a characteristic of the
reporting entity’s holding (specifically, a blockage factor that adjusts the quoted price of an asset or a liability because
the market’s normal daily trading volume is not sufficient to absorb the quantity held by the entity, as described in
paragraph 820-10-35-44) rather than as a characteristic of the asset or liability (for example, a control premium
when measuring the fair value of a controlling interest) are not permitted in a fair value measurement. Similarly, a
discount that reflects a contractual restriction preventing the sale of an equity security is inconsistent with the
unit of account being the equity security. A contractual restriction is a characteristic of the reporting entity
holding the equity security rather than a characteristic of the asset and is not permitted in measuring the fair
value of an equity security (see paragraphs 820- 10-55-52 through 55-52A). In all cases, if there is a quoted price
in an active market (that is, a Level 1 input) for an asset or a liability, a reporting entity shall use that quoted price
without adjustment when measuring fair value, except as specified in paragraph 820-10-35-41C.
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Proposed Change to Paragraph 820-10-55-52
820-10-55-52: A reporting entity holds an equity instrument (a financial asset) for which sale is legally or contractually restricted
for a specified period. (For example, such a restriction could limit sale to qualifying investors, as may be the case in accordance with
Rule 144 or similar rules of the Securities and Exchange Commission [SEC].) The restriction is a characteristic of the instrument and,
therefore, would be transferred to market participants. In that case, the fair value of the instrument would be measured on the basis of
the quoted price for an otherwise identical unrestricted equity instrument of the same issuer that trades in a public market, adjusted to
reflect the effect of the restriction. The adjustment would reflect the amount market participants would demand because of the risk
relating to the inability to access a public market for the instrument for the specified period. A reporting entity holds a restricted
security. A restricted security cannot be sold on a national securities exchange or an over-the-counter market; therefore, it is
considered similar but not identical to an equity security of the same class that is registered for sale on a national securities exchange
or an over-the-counter market. Because a restricted security remains ineligible for sale on a national securities exchange or an overthe-counter market until either the share is registered or it meets the conditions necessary for an exemption from registration, the sale
would occur in a different market on the measurement date. Because a market participant would consider the inability to resell the
restricted security in a national securities exchange or an over-the-counter market when pricing the equity security, the reporting
entity would consider that restriction a characteristic of the asset. In that case, the reporting entity should measure the fair value of the
restricted security on the basis of the market price of the similar, unrestricted equity security adjusted to reflect the effect of the
restriction. The adjustment will vary depending on all of the following: a. The nature and duration of the restriction b. The extent to
which buyers are limited by the restriction (for example, there might be a large number of qualifying investors) c. Qualitative and
quantitative factors specific to both the instrument and the issuer.
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Impact on Investment Company Financial Statements
and Net Asset Value (NAV) reported to Investors (LPs)

Impact of the proposed amendment
Some Examples
•

IPO with 6-month underwriters lockup (1,000,000 shares; IPO price $ 50 – fair value = $50,000,000)
➢ Current GAAP – NAV reported to LPs $45,000,000 (assuming 10% discount reflecting the 6-month lockup)
➢ Proposed GAAP – NAV reported to LPs $ 50,000,000

•

Fund A Invests $500,000,000 and Fund B Invests $ 150,000,000 into a SPV; the SPV purchases $ 650,000,000 of a publicly trade d equity security.
➢ Contractually, Fund A cannot exit for 4 years other than at Fund B’s discretion
➢ Contractually, Fund A receives the first $ 650,000,000 of returns; Fund B receives the next $300,000,000 million; pari-passu thereafter.

•

What is the fair value of Fund A’s interest on Day 1
➢ Existing GAAP, $ 500,000,000 (calibration implies that the $ 150,000,000 or 23% discount to the SPV value of $ 650,000,000 is the market
participant impact of a 4-year contractual restriction).

➢ Proposed GAAP, $ 650,000,000 (contractual restriction must be ignored)
•

Will LPs care that NAV (which is the basis for the LPs fair value measurement) is $650,000,000 rather than $500,000,000?

•

Or could it be argued that the Unit of Account is the interest in the SPV and therefore the impact of the contractual restric tion can be reflected in the fair
value estimate?

•

SPAC Founder Shares (Class B) – pre deSPACing not registered. Underwriters lockup 6 months after deSPACing. SPAC A shares trading at $ 10.50.

•

Probability of deSPACing 70% at the measurement date.

•

How should the Founder Shares be valued?
➢ Current GAAP (probability of success X discount for time to contractual restriction expiration X value of an A share without a trust floor = ?? $ 4 ??
➢ Proposed GAAP ?? $ 10.50 ??
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Effective Date and Transition
For Investment Companies

• Effective for all entities for fiscal years beginning after December 15, 202X
• For entities that meet the definition of an investment company in accordance with the guidance in paragraphs 94610-15-4 through 15-9, on a prospective basis to an equity security in which the contractual restriction that prohibits
the sale of the equity security is executed or modified on or after the date at which the investment company first
applies the pending content that links to this paragraph. An investment company shall apply the accounting policy
applied before the adoption of the pending content that links to this paragraph to an equity security purchased before
the date at which the investment company first applies the pending content that links to this paragraph that is subject
to a contractual restriction that was executed before the date at which the investment company first applies the
pending content that links to this paragraph until the contractual restriction expires or is modified. Any adjustments as
a result of applying the pending content that links to this paragraph shall be recognized as an adjustment to currentperiod earnings on the date the contractual restriction is modified.
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Input Requested
FASB Questions
•

FASB requests comments by November 14, 2021:

•

Specific Questions:
•

Question 1—Restriction Type: Do you agree with the Board’s decision on scope to include all contractual restrictions that prohibit the sale of an
equity security? Please explain why or why not.

•

Question 2—Measurement: Do you agree with the Board’s decision that a contractual restriction prohibiting the sale of an equity security is not
considered part of the unit of account of the equity security and, therefore, should not be considered in measuring fair value? Alternatively, should
the Board amend the guidance in Topic 820 (or elsewhere in GAAP) such that contractual sale restrictions would be required to be considered in
determining fair value?

•

Question 3—Entity Type: Should all types of entities use the same unit of account when measuring the fair value of an equity security subject to a
contractual sale restriction, or should certain types of entities (for example, investment companies, broker dealers, and pension plan financial
statements) have a different unit of account? Please explain your response.

•

Question 4—Disclosures: Would qualitative or quantitative disclosures (for example, describing the nature of a contractual sale restriction on an
equity security and the related amount recognized on the balance sheet) help users in understanding the effects of a contractual restriction on the
sale of an equity security held by a reporting entity? Please explain why or why not. For reporting entities, what costs would be incurred to disclose
that information?

•

Question 5—Transition: Do you agree with the transition guidance in this proposed Update? Please explain why or why not.

•

Question 6—Implementation: How much time would be necessary to implement the proposed amendments? Should the amount of time needed to
implement the proposed amendments by entities other than public business entities be different from the amount of time needed by public business
entities? Please explain your response.

•

Question 7—Clarity and Operability: Do you agree that the proposed amendments and, in particular, the definition of a restricted security provide
the necessary clarity to resolve existing diversity in practice? Please explain why or why not. Are the proposed amendments operable and auditable?
If not, which proposed amendment or amendments pose operability or auditability issues and why?
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Questions?

