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Certain Disclosure Requirements 
for All Nonpublic Entities
by Rich Paul and Phil Hueber, Deloitte & Touche LLP

Overview
On September 2, 2009, the FASB issued ASU 2009-061 (formerly proposed as FSP FIN 
48-d2), which signals the end of the FASB’s deferral, for certain nonpublic entities, of 
the accounting for tax positions under the pre-Codification guidance in Interpretation 
48.3 As a reminder, FSP FIN 48-34 deferred the guidance in ASC 7405 on uncertainty in 
income taxes for certain nonpublic enterprises until the first annual financial statements 
for fiscal years beginning after December 15, 2008. That deferral was intended to give 
the FASB time to develop the guidance in ASU 2009-06. While nonpublic entities will 
now be required to apply all of the recognition and measurement principles of ASC 740, 
the FASB has provided those entities with relief from some of the income tax disclosure 
requirements (detailed below). The ASU both ends the FASB’s study of how certain 
aspects of ASC 740 apply to nonpublic entities and contains application guidance on the 
accounting for income tax uncertainty for all entities.  

ASU 2009-06, which is effective for periods ending after September 15, 2009,6 is 
applicable to all entities that apply ASC 740 as well as those that historically had not, 
as was typically the case with pass-through and tax-exempt not-for-profit entities. The 
FASB recognized that some entities may have not applied the guidance in ASC 740 on 
accounting for uncertainty in income taxes (formerly contained in Interpretation 48) and 
thus used the ASU to clarify how pass-through and tax-exempt not-for-profit entities 
should be considering that guidance in preparing their financial statements. For example, 
ASU 2009-06 clarifies that an entity’s assertion that it is a pass-through or tax-exempt 
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1  FASB Accounting Standards Update No. 2009-06, Implementation Guidance on Accounting for Uncertainty in Income Taxes 
and Disclosure Amendments for Nonpublic Entities.

2  Proposed FASB Staff Position No. FIN 48-d, “Application Guidance for Pass-Through Entities and Tax-Exempt Not-for-Profit 
Entities and Disclosure Modifications for Nonpublic Entities.”

3  FASB Interpretation No. 48, Accounting for Uncertainty in Income Taxes — an interpretation of FASB Statement No. 109.
4  FASB Staff Position No. FIN 48-3, “Effective Date of FASB Interpretation No. 48 for Certain Nonpublic Enterprises.”
5  FASB Accounting Standards Codification Topic 740, Income Taxes.
6  The ASU is effective for periods ending after September 15, 2009, for entities currently applying the guidance in ASC 740 on 

accounting for uncertainty in income taxes. For entities that have deferred application of this guidance, the ASU is effective 
upon the initial adoption of the guidance from Interpretation 48 (see footnote 4).
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not-for-profit entity is a tax position and should be assessed in accordance with ASC 740. 
While the ASU clarified some of the necessary considerations for pass-through entities  
and tax-exempt not-for-profit entities, it has left some questions unanswered. The various 
Editor’s Notes below address those questions.

Editor’s Note: Are you confused by the references to ASC 740 and the ASU? Well, 
you better get used to them because on July 1, 2009, the FASB launched the FASB 
Accounting Standards Codification (ASC), a structural overhaul to U.S. GAAP that 
changes from a standards-based model (with thousands of individual standards) to a 
topically based model (with roughly 90 topics). The 90 topics are organized by ASC 
number (e.g., ASC 740 is the number of the income tax topic) and are updated with 
an Accounting Standards Update (ASU). ASUs will replace accounting changes that 
historically were issued as FASB Statements, FASB Interpretations (FINs), FASB Staff 
Positions (FSPs), or other types of FASB standards. The Codification is the single source 
of nongovernmental authoritative U.S. GAAP for interim and annual periods ending 
after September 15, 2009. At that time, it supersedes all authoritative literature in 
Levels A–D of the U.S. GAAP hierarchy.

Key Elements of the ASU

Scope 
Although the ASU’s purpose is to clarify ASC 740 for pass-through and tax-exempt 
not-for-profit entities, it applies to all entities that are within the scope of ASC 740. The 
elimination of the disclosure requirements in ASC 740-10-50-15(a) and 50-15(b) (formerly 
paragraphs 21(a) and 21(b) of Interpretation 48) applies only to nonpublic entities.

Editor’s Note: The guidance in the ASU is not expected to significantly change 
current practice for many entities that have previously adopted and are currently 
applying the guidance in ASC 740 on accounting for uncertainty in income taxes. 
However, the elimination of the disclosure requirement applies to all nonpublic entities, 
even those that may currently be applying ASC 740 in its entirety (i.e., nonpublic 
entities that elected to apply Interpretation 48 or that were not allowed to defer under 
FSP FIN 48-3).

Definition of a Tax Position 
The ASU clarifies that an entity’s tax status as a pass-through or tax-exempt not-for-profit 
entity is a tax position subject to the recognition requirements of ASC 740-10-25-6. 
Therefore, a pass-through or tax-exempt not-for-profit entity must use the recognition 
and measurement guidance in ASC 740 when assessing these tax positions. The ASU 
further clarifies that a pass-through or tax-exempt not-for-profit entity may have other tax 
positions that would need to be assessed under ASC 740, such as whether the entity is 
subject to income taxes for built-in gains (subchapter S corporations), whether all income 
qualifies for exemption from income tax under the jurisdiction’s rules, and whether the 
entity has filed income tax returns in all of the appropriate jurisdictions (referred to as 
nexus rules in the ASU). The ASU amends the current definition of tax position in ASC 740 
(this guidance was previously in paragraph 4 of Interpretation 48) as follows (additions 
are underlined):

A position in a previously filed tax return or a position expected to be taken in a future tax 
return that is reflected in measuring current or deferred income tax assets and liabilities for 
interim or annual periods. A tax position can result in a permanent reduction of income 
taxes payable, a deferral of income taxes otherwise currently payable to future years, or 
a change in the expected realizability of deferred tax assets. The term tax position also 
encompasses, but is not limited to: 

a. A decision not to file a tax return 

b. An allocation or a shift of income between jurisdictions

c.  The characterization of income or a decision to exclude reporting taxable income in a 
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tax return

d. A decision to classify a transaction, entity, or other position in a tax return as tax exempt

e. An entity’s status, including its status as a pass-through entity or a tax-exempt not-for-
profit entity.

Attribution of Income Taxes 
Some pass-through entities encountered challenges when determining whether they 
should account for certain income taxes or whether they were simply acting on behalf 
of their owners. This implementation issue is compounded by the various ways in which 
jurisdictions assess and collect tax on income earned by pass-through entities and 
their owners (e.g., some state and foreign jurisdictions require that income taxes be 
withheld on behalf of the entity’s partners or shareholders). The ASU clarifies this issue 
and illustrates that an entity would need to determine the attribution of income taxes 
on the basis of the taxing jurisdiction’s laws and regulations. If the taxing jurisdiction’s 
laws and regulations attribute income taxes to the entity, the amounts due to or from 
the taxing jurisdiction should be treated as an income tax and accounted for under ASC 
740. However, if the jurisdiction’s laws and regulations attribute the income tax to the 
owners, amounts due to or from the taxing jurisdiction should be treated as a transaction 
with owners. Attribution should not be based on agreements between the entity and its 
owners or on who pays the income taxes.  

The ASU emphasizes that payment of taxes is not determinative in the assessment of 
whether the jurisdiction attributes the income tax to the entity or the owner. In addition, 
the ASU contains the following examples (35–37) to help an entity assess attribution:

Example 35: Attribution of Income Taxes to the Entity or Its Owners

740-10-55-226 Entity A, a partnership with two partners — Partner 1 and Partner 2 — has 
nexus in Jurisdiction J. Jurisdiction J assesses an income tax on Entity A and allows Partners 1 
and 2 to file a tax return and use their pro rata share of Entity A’s income tax payment as a 
credit (that is, payment against the tax liability of the owners). Because the owners may file 
a tax return and utilize Entity A’s payment as a payment against their personal income tax, 
the income tax would be attributed to the owners by Jurisdiction J’s laws whether or not the 
owners file an income tax return. Because the income tax has been attributed to the owners, 
payments to Jurisdiction J for income taxes should be treated as a transaction with the 
owners. The result would not change even if there were an agreement between Entity A and 
its two partners requiring Entity A to reimburse Partners 1 and 2 for any taxes the partners 
may owe to Jurisdiction J. This is because attribution is based on the laws and regulations of 
the taxing authority rather than on obligations imposed by agreements between an entity 
and its owners.

Example 36: Attribution of Income Taxes to the Entity or Its Owners

740-10-55-227 If the fact pattern in paragraph 740-10-55-226 changed such that 
Jurisdiction J has no provision for the owners to file tax returns and the laws and regulations 
of Jurisdiction J do not indicate that the payments are made on behalf of Partners 1 and 
2, income taxes are attributed to Entity A on the basis of Jurisdiction J’s laws and are 
accounted for based on the guidance in this Subtopic.

Example 37: Attribution of Income Taxes to the Entity or Its Owners

740-10-55-228 Entity S, an S Corporation, files a tax return in Jurisdiction J. An analysis of 
the laws and regulations of Jurisdiction J indicates that Jurisdiction J can hold Entity S and 
its owners jointly and severally liable for payment of income taxes. The laws and regulations 
also indicate that if payment is made by Entity S, the payments are made on behalf of the 
owners. Because the laws and regulations attribute the income tax to the owners regardless 
of who pays the tax, any payments to Jurisdiction J for income taxes should be treated as a 
transaction with its owners.
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Editor’s Note: While the ASU clarifies that income taxes attributable to an entity’s 
owners should be accounted for as a transaction with its owners, it does not address 
how an entity should account for the exposure it may be subject to for its owners’ 
tax obligations. For example, some taxing jurisdictions may assess a penalty when the 
entity or its third-party administrators do not withhold the correct amount of income 
tax from distributions made to owners. 

In this example, because the entity is not subject to an income tax (because the tax 
is attributed to the owners), the entity would not account for the penalties assessed 
by the taxing jurisdiction under the income tax accounting guidance in ASC 740. 
Rather, the entity would account for the penalties as a liability under the guidance on 
contingent liabilities in ASC 4507 (formerly Statement 58). This is based on the premise 
that the penalties are not related to an income tax position but are a result of not 
complying with the tax jurisdiction’s administrative rules.

Applicability to Consolidated Entities 
The ASU also provides an example of a partnership’s financial statements where it 
consolidates a taxable entity. The example clarifies that regardless of the tax status of 
the reporting entity, its financial statements should include all tax positions for each 
entity in the consolidated group that is subject to income taxes or that has taxable 
income attributed to it from a pass-through entity. The example included in the ASU is a 
partnership (Entity A) that owns 100 percent of a taxable entity (Entity B) and illustrates 
that even though the partnership is not itself a taxable entity, its consolidated financial 
statements would include the accounting for B’s uncertain tax positions.

Editor’s Note: Although the ASU clarifies that the consolidated or combined 
financial statements should include all tax positions for each entity in the consolidated 
or combined group, it does not address how an entity should apply the income 
tax accounting guidance when it is difficult for the entity to obtain the necessary 
information about a tax position’s technical merits (or other information required by 
ASC 740) to properly assess and account for the tax position. 

For example, assume that Company A, a nonpublic entity, has an equity method 
investment in Partnership Q, a pass-through entity. Partnership Q has taken numerous 
tax positions with varying levels of uncertainty. Company A is able to obtain the 
financial statements of Q to properly account for its investment under ASC 323.9 
However, Q does not apply ASC 740 because it asserts that under the laws and 
regulations of the taxing jurisdiction, the income taxes are attributed to its partners. 
Because A is not a general partner or managing member and historically has not 
obtained the information necessary to fully apply ASC 740 to Q’s tax positions (as if 
Q were a consolidated subsidiary, as required by ASC 323-10-35-13), A may find it 
challenging to obtain the information necessary to apply the guidance on income tax 
uncertainty in ASC 740.

A company in a situation similar to that in the above example will need to work with 
the pass-through entity, its general partner/managing member, or both, to obtain the 
information necessary to accurately account for the pass-through entity’s tax positions 
in accordance with ASC 740.

Disclosures
ASC 740-10-50-15(a) and 50-15(b) (formerly paragraphs 21(a) and 21(b) of Interpretation 
48) require entities to disclose a “tabular reconciliation of the total amounts of 
unrecognized tax benefits at the beginning and end of the period” and the “total amount 
of unrecognized tax benefits that, if recognized, would affect the effective tax rate.” Many 
constituents were concerned that these disclosure requirements were unduly burdensome 

7  FASB Accounting Standards Codification Topic 450, Contingencies.
8  FASB Statement No. 5, Accounting for Contingencies.
9  F ASB Accounting Standards Codification Topic 323, Investments — Equity Method and Joint Ventures.

The ASU clarifies 
that the consolidated 

or combined 
financial statements 
should include all 

tax positions for each 
entity in the 

consolidated or 
combined group.



5

for private entities and were not useful to users of private entities’ financial statements. In 
response to these concerns, the ASU amends ASC 740-10-50-15(a) and 50-15(b) to not 
require these disclosures for nonpublic entities. However, all entities must still provide the 
disclosures required by ASC 740-10-50-15(c), 50-15(d), and 50-15(e).

Editor’s Note: Once ASU 2009-06 becomes effective, all nonpublic entities (as 
defined in ASC 740-10-20) will be exempt from the disclosure requirements in ASC 
740-10-50-15(a) and 50-15(b), even those that were not subject to the deferrals of 
Interpretation 48 (e.g., a nonpublic entity that was a subsidiary of a public entity that 
was not subject to the deferrals and thus had to comply with all of the Interpretation 
48 disclosures in its separate financial statements).  

Effective Date 
The ASU is effective for interim and annual periods ending after September 15, 2009, 
for entities currently applying the guidance in ASC 740 on accounting for uncertainty 
in income taxes. For entities that have deferred this guidance, the ASU is effective upon 
the initial adoption of the guidance from Interpretation 48 (see footnote 4). For further 
transition guidance, see ASC 740-10-65-2.
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