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Formal comment periods have closed for 
the Financial Accounting Standards Board’s 
proposed disclosure rules on employers’ 
withdrawal liability in connection with 
multiemployer defined benefit pension 

funds. However, construction industry 
representatives are working with FASB on 
new proposals, and well-considered posi-
tions on the matter can still be sent to the 
board.

FASB Disclosure Rules Still Taking Shape
by John McNerney

T
he Financial Accounting Standards Board 
(FASB) last April began a complicated three-part 
process to revisit disclosure of information on em-
ployers’ audited financial statements, with a key fo-
cus on withdrawal liability of companies that par-

ticipate in defined benefit (DB) multiemployer pension plans.
 Immediately, financial, legal and other professional inter-

ests joined employers and trade associations in submitting 
comments to FASB explaining how problematic the pro-
posed rules would be for employers in multiemployer plans 
in all industries, but especially the construction industry. 

Construction industry representatives were committed to 
finding a way to work with FASB on disclosure procedures 
that achieve greater transparency while avoiding overly 
broad and too-general rules that could put in jeopardy the 
stability of business operations of contributing employers, 
the plans themselves, the retirement security of plan partici-
pants and beneficiaries, and the overall capacity and stability 
of the high-skill sector of the construction industry.

As a result, the Campaign for Quality Construction (CQC) 
began a focused, multifaceted effort to constructively address 
FASB proposals. The CQC is composed of the Mechanical 
Contractors Association of America (MCAA), the Sheet Met-
al and Air Conditioning Contractors’ National Association 
(SMACNA), the National Electrical Contractors Association

 
 
 (NECA), the Finishing Contractors Association (FCA), the 
Association of Union Constructors (TAUC) and the Interna-
tional Council of Employers of Bricklayers and Allied Craft-
workers (ICE-BAC). Beginning in May, the CQC recruited a 
panel of pension plan experts comprised of all the professions 
involved in multiemployer plan design and operations. The 
panel is supported by staff at each of the CQC associations.

The CQC committee prepared a detailed comment paper 
addressing the specific questions posed by FASB during the 
public comment period. In conjunction with submitting this 
comment paper, the CQC committee met with FASB represen-
tatives in late October 2010—a meeting that proved beneficial.

The two groups discussed working to develop a cost-ef-
fective disclosure protocol that achieves the sound account-
ing rules and transparency FASB is aiming for without the 
unintended negative collateral consequences presented by 
the original FASB proposals.

The FASB proposals are laid out in a complex set of three 
interrelated exposure drafts (EDs) that together are aimed 
at requiring a company that contributes to multiemploy-
er DB pension plans to disclose information about with-
drawal liability on the company’s audited financial state-
ments. Those proposed rules are Disclosure of Certain Loss 
Contingencies (ED-450), Compensation-Retirement Ben-
efits—Multiemployer Plans (ED-715-80) and the related 
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International Accounting Standards 
Board proposal 19.

ED-450 and ED-715 share what the 
construction industry considers to be 
a basic flaw: Neither proposal reorga-
nizes the different withdrawal liability 
rules applicable to construction indus-
try multiemployer DB plans, which 
comprise over 54% (824 of 1,517) of all 
multiemployer plans in the country.

There is no consensus among expert 
commentators on what exactly ED-450 
is proposing with respect to the degree 
of certainty requiring disclosure of pen-
sion fund withdrawal liability for an em-
ployer compared to the current account-
ing rules. The drafting of the proposed 
changes and various explanatory com-
ments appear unclear and, in some cases, 
contradictory. It may be that the proposal 
would require that if it is “probable” that 
the audited company has or will incur a 
withdrawal liability claim (in the audit 
period or in the coming year), then that 
amount must be recognized as a liability 
on its financial statement. On the other 
hand, the proposal seems to indicate that 
if it is only “reasonably possible” that such 
a claim will be asserted against the com-
pany, then it must be disclosed in a foot-
note. Moreover, in another section the 
proposal says that the potential severity of 
a potential liability itself—even if only re-

motely possible—must also be disclosed 
in a footnote.

Unfortunately, ED-715 disregards 
the degree of certainty by simply requir-
ing routine annual disclosure of with-
drawal liability for each contributing 
employer in any underfunded plan ir-
respective of any assessment of whether 
the contributing employer actually did 
or has present plans to take the objective 
action that would lead to actually hav-
ing to pay a withdrawal liability claim.

It appears that the FASB proposals, 
if put into effect in current form, would 
compound funding issues facing multi-
employer plans rather than aid funding 
improvement as set out by Congress.

In the wake of the 2001/2002 sharp 
market declines and then with the advent 
of 2006 Pension Protection Act fund-
ing reforms taking effect just before the 
2008/2009 market crash, construction 
plans were rebounding slowly and recov-
ering their traditional solid funding status.

To be sure, funding problems for 
DB pension plans across all industries 
and employers in the public and private 
sectors are challenging. Still, the unique 
strengths and conditions of multiem-
ployer plans should not be jeopardized 
by overreaction and overgeneraliza-
tion. Well-intentioned accounting rules 
should not supplant government policy 

on funding reform, nor discourage par-
ticipation in multiemployer plans.

Based on discussions, FASB and some 
rating agencies appear to be reacting to 
a few, but extreme, multiemployer plan 
funding cases and the looming mass 
withdrawal in those cases, which are the 
exceptions, as supporting new proposed 
rules for all employers in multiemployer 
plans. CQC and others have commented 
that those exceptional cases prove just the 
opposite—that the open and extreme na-
ture of those problem plans brings them 
well within the ambit of the current dis-
closure/recognition rules.

In November 2010, FASB pulled back 
both ED-450 and ED-715 for one year 
of additional deliberations. To its great 
credit, FASB has conducted a very open 
procedure in providing industry input 
on its proposals. FASB staff has been 
active in industry outreach, discussing 
the proposals with a variety of groups 
representing multiemployer plans, in-
cluding Associated General Contrac-
tors’ Tax and Fiscal Affairs Committee, 
the National Coordinating Committee 
for Multiemployer Plans, the Finishing 
Contractors Association and the CQC 
advisory panel. This shows open and 
constructive rule making. However, ad-
ditional industry dialogue is desirable to 
reach a final, equitable standard. Hope-
fully, FASB will put forth another set of 
exposure drafts with a comment period.

The CQC advisory panel is prepar-
ing another round of detailed analysis to 
be presented to FASB, including a pilot 
demonstration project testing the ED-
715 disclosure requirements under real-
time conditions for an actual company.

While the formal comment peri-
ods for both ED-450 and ED-715 have 
closed, well-considered positions on 
the matter can still be addressed to: 
Members of the Board, Financial Ac-
counting Standards Board, 401 Mer-
ritt 7, P.O. Box 5116, Norwalk, CT 
06856-5116. 

John McNerney is general counsel for the Mechanical 
Contractors Association of America (MCAA). He is 
responsible for legal, legislative and regulatory initiatives of 
MCAA and for its participation in broader coalitions with 
other specialty construction employer associations on 

national legislative and regulatory policies and challenges facing the 
industry. McNerney also handles the national management/labor rela-
tions initiatives between MCAA and the United Association of Plumbers 
and Pipefitters. He previously was director of collective bargaining services 
for the AGC Basic Trades Committee at the Associated General Contrac-
tors. McNerney also worked as senior legal editor at the Research Institute 
of America and the Bureau of National Affairs, writing legal compliance 
manuals, including the BNA Fair Employment Practices Manual, and 
covering the U.S. Supreme Court for the BNA Daily Labor Report. 
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