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May 30, 2025

Mr. Jackson Day, Technical Director
File Reference No. 2024-ITC200
FASB

801 Main Avenue

PO Box 5116

Norwalk, CT 06856-5116

RE: Invitation to Comment on Recognition of Intangibles

Via email: director@fasb.org

Dear Mr. Day:

The North Carolina Association of Certified Public Accountants (NCACPA), representing more
than 12,000 members in public practice, industry, government, and education, welcomes the
opportunity to respond to the Invitation to Comment referenced above. This response
represents the views of the NCACPA Accounting & Attestation Resource Group (“Resource
Group”) with input from the NCACPA staff.

Question 9: Practitioners and preparers—Are there operability or auditability challenges in
applying the acquired intangibles recognition guidance? Please explain your response,
including what the specific challenges are and how the Board could address them.

We believe the current recognition model presents significant operability and auditability
challenges for private-company business combinations because most identifiable intangibles
(for example, non-compete agreements, customer relationships, and brand names) must be
separately valued and recorded, even when those assets will ultimately be absorbed into the
ongoing operations of the combined entity. In practice, this requirement:

e Increases cost and effort — Entities must engage valuation specialists, gather market
inputs that are often unavailable or unreliable for niche intangibles, and maintain
detailed support for fair-value conclusions that auditors must subsequently test.

o Introduces subjectivity and inconsistency — Limited observable data can lead to wide
value ranges and reliance on management assumptions, which reduces comparability
and complicates audit evidence evaluation.

o Creates complexity without commensurate user benefit — Financial-statement users of
private companies—lenders, owners, and management—typically focus on cash flows
and overall return on investment rather than the precise allocation of purchase price of
intangible categories.

Accordingly, we recommend that the Board permit an accounting alternative that subsumes a
broader population of acquired intangibles into goodwill for private companies, with enhanced,
decision-useful disclosures that:

PO Box 80188, Raleigh, NC 27623 - 2700 Wycliff Road, Suite 230, Raleigh, NC 27607 * Phone (919) 469-1040 - (800) 722-2846 - Fax (919) 378-2000 - www.ncacpa.org



mailto:director@fasb.org

1. Describe the major classes of intangibles included in goodwill (e.g., customer
relationships, trade names, developed technology).
2. Explain any significant contingent considerations tied to those intangibles.

This approach would:

o Reduce cost and complexity by eliminating separate valuations where the incremental
information is not critical to decision-making.

o Improve auditability because auditors could focus on evaluating the reasonableness of
the aggregate goodwill amount and the qualitative disclosures rather than multiple
highly subjective valuations.

e Provide improved transparency for users through clear disclosure of what constitutes
goodwill and how key intangible drivers factored into the overall valuation.

We encourage the Board to engage with the Private Company Council to explore scoping,
transition, and disclosure requirements, and to consider issuing implementation examples that
illustrate acceptable disclosure formats.

Thank you for the opportunity to submit these comments. Please direct any questions or
concerns to NCACPA Vice President of Advocacy and Outreach Robert Broome, CAE, at
rbroome@ncacpa.org or (919) 481-5160.

Sincerely,
Weckadd 74

Mike Trefzger, CPA
Chair, Accounting & Attestation Resource Group

ccC: NCACPA Board of Directors
NCACPA A&A Resource Group
Mark Soticheck, CPA, CGMA, NCACPA CEO
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