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by Gordon McDonald, Deloitte & Touche LLP
This issue of EITF Flash reports on the March 16, 2006, meeting of the Emerging Issues Task Force (EITF). Each issue of EITF Flash
is published within a day of the meeting, and enables readers to spot relevant topics and to understand quickly the meeting’s
outcome. Deloitte & Touche LLP’s EITF Roundup, published within a week of the EITF meeting, will provide more in-depth
information on each of the issues.
EITF consensuses will be exposed for a 30-day comment period and are not final until ratified by the Financial Accounting
Standards Board (FASB). Official EITF minutes and EITF Issue Summaries, distributed to the Task Force prior to the meeting, are
posted to the Deloitte Accounting Research Tool Web site and the FASB Web site.
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STATUS:

^ÅÅçìåíáåÖ=Ñçê=íÜÉ=`çåîÉêëáçå=çÑ=~å=fåëíêìãÉåí=qÜ~í=_ÉÅçãÉë
`çåîÉêíáÄäÉ=réçå=íÜÉ=fëëìÉêÛë=bñÉêÅáëÉ=çÑ=~=`~ää=léíáçå
Final Consensus Reached

AFFECTS:

Issuers of many contingently convertible debt instruments and certain other instruments that are not
currently convertible pursuant to their terms. Upon the issuer’s exercise of a call option, these
instruments become convertible resulting in the issuance of equity securities in accordance with the
original terms of the instrument.

SUMMARY:

The EITF reached a consensus to account for the call option and the resulting equity securities issued
akin to a conversion, rather than a debt extinguishment (i.e., no gain or loss); provided that the debt
instrument, at issuance, contains a substantive conversion feature. The transaction, otherwise,
should be recorded as a debt extinguishment (EITF Issue Summary: View (A)).

EFFECTIVE:

The consensus will be effective for all conversions within the scope of the Issue that result from the
exercise of call options that occur after the date the Board ratifies the consensus.

NEXT STEPS:

The consensus will be exposed for a 30-day comment period. Final Board ratification is expected in
June 2006.
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^ÅÅçìåíáåÖ=Ñçê=`çåëáÇÉê~íáçå=dáîÉå=Äó=~=pÉêîáÅÉ=mêçîáÇÉê=íç
j~åìÑ~ÅíìêÉêë=çê=oÉëÉääÉêë=çÑ=péÉÅá~äáòÉÇ=bèìáéãÉåí=kÉÅÉëë~êó=Ñçê=~å
båÇJ`ìëíçãÉê=íç=oÉÅÉáîÉ=pÉêîáÅÉ=cêçã=íÜÉ=pÉêîáÅÉ=mêçîáÇÉê

STATUS:
AFFECTS:

No Decision Reached
Specialized service providers such as certain cell phone or satellite media companies. Affected
entities are those that give consideration to manufacturers or resellers of specialized equipment,
needed to obtain the service, in order to reduce the price of the equipment to an end user-customer.
For transactions within the Issue’s scope, the service provider does not purchase or directly take title
of the equipment, or sell the equipment directly to the customer.

The purpose of this publication is to briefly describe matters discussed at the most recent meeting of the Emerging Issues Task Force. This summary was prepared by the National Office
Accounting Standards and Communications Group of Deloitte & Touche LLP (“Deloitte & Touche”). Although this summary of the discussions and conclusions reached is believed to be accurate,
no representation can be made that it is complete or without error. Official meeting minutes are prepared by the Financial Accounting Standards Board staff and are available approximately
two weeks after each meeting. The official meeting minutes sometimes contain additional information and comments; therefore, this meeting summary is not a substitute for reading the
official minutes. In addition, tentative conclusions may be changed or modified at future meetings.
Deloitte & Touche is not, by means of this publication, rendering accounting, business, financial, investment, legal, tax, or other professional advice or services. This publication is not a
substitute for such professional advice or services, nor should it be used as a basis for any decision or action that may affect your business. Before making any decision or taking any action that
may affect your business, you should consult a qualified professional advisor.
Deloitte & Touche shall not be responsible for any loss sustained by any person who relies on this publication.

SUMMARY:

The EITF could not agree on whether the consideration, as described above, should be evaluated
as if it were within the scope of EITF Issue No. 01-9, “Accounting for Consideration Given by a
Vendor to a Customer (Including a Reseller of the Vendor’s Products).”

EFFECTIVE:

Not yet discussed.

NEXT STEPS:

The EITF requested that the FASB staff develop an accounting model that, under specified
circumstances, would treat the consideration as a reduction of the service provider’s revenue.
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^ÅÅçìåíáåÖ=Ñçê=p~ÄÄ~íáÅ~ä=iÉ~îÉ=~åÇ=líÜÉê=páãáä~ê=_ÉåÉÑáíë=mìêëì~åí=íç
c^p_=pí~íÉãÉåí=kçK=QPI=^ÅÅçìåíáåÖ=Ñçê=`çãéÉåë~íÉÇ=^ÄëÉåÅÉë

STATUS:
AFFECTS:

Final Consensus Reached
Entities, such as some high-tech companies that provide employees with a compensated absence
under a sabbatical or other similar benefit arrangements. The EITF considered benefit
arrangements that require completion of a service period before the employee is entitled to the
benefit.

SUMMARY:

The EITF reached a consensus that these benefit arrangements should be accrued over the
required service period (EITF Issue Summary: View (A)).

EFFECTIVE:

Effective for the first annual reporting period beginning after December 15, 2006, entities should
recognize the consensus as a change in accounting principle through retrospective application to
all prior periods.

NEXT STEPS:

The consensus will be exposed for a 30-day comment period. Final Board ratification is expected
in June 2006.
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eçï=p~äÉë=q~ñÉë=`çääÉÅíÉÇ=cêçã=`ìëíçãÉêë=~åÇ=oÉãáííÉÇ=íç
dçîÉêåãÉåí~ä=^ìíÜçêáíáÉë=pÜçìäÇ=_É=mêÉëÉåíÉÇ=áå=íÜÉ=fåÅçãÉ=pí~íÉãÉåí
EqÜ~í=áëI=dêçëë=sÉêëìë=kÉí=mêÉëÉåí~íáçåF=

STATUS:

Final Consensus Reached

AFFECTS:

Entities with taxes that are externally imposed on revenue producing transactions between a seller
and a customer (EITF Issue Summary: Issue 1, View (B)). Thus, virtually all retailers are affected as
well as other entities that have sales, value added, use, and excise taxes assessed at the point of
sale.

SUMMARY:

The EITF reached a consensus that these entities may adopt a policy of presenting taxes in the
income statement on either a gross or net basis. If taxes are significant an entity should disclose its
policy of presenting taxes and the amounts of taxes that are recognized on a gross basis (EITF
Issue Summary: Issue 2, View (D)).

EFFECTIVE:

The consensus is effective for periods beginning after December 15, 2006.

NEXT STEPS:

The consensus will be exposed for a 30-day comment period. Final Board ratification is expected
in June 2006.
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^ÅÅçìåíáåÖ=Ñçê=aÉÑÉêêÉÇ=`çãéÉåë~íáçå=~åÇ=mçëíêÉíáêÉãÉåí=_ÉåÉÑáí
^ëéÉÅíë=çÑ=båÇçêëÉãÉåí=péäáíJaçää~ê=iáÑÉ=fåëìê~åÅÉ=^êê~åÖÉãÉåíë=

STATUS:
AFFECTS:

No Decision Reached
Entities with endorsement split-dollar life insurance policies that provide a specified benefit to an
employee and are not limited to the employee’s active service period within that entity. Certain
COLI or BOLI (“company-owned life insurance” or “bank-owned life insurance”) policies would be
affected.

SUMMARY:

The EITF was divided in its views on whether the purchase of the endorsement split-dollar life
insurance policy effectively settles the liability for future benefits.

EFFECTIVE:

Not yet discussed.

NEXT STEPS:

The EITF will debate the Issue further at the June meeting.
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If you wish to receive EITF Flash and EITF Roundup, as well as other accounting publications issued by the Accounting Standards
and Communications Group of Deloitte & Touche, please register at www.deloitte.com/us/subscriptions.

aÄêáÉÑë Ñçê=cáå~åÅá~ä=bñÉÅìíáîÉë
We invite you to participate in Dbriefs, Deloitte & Touche’s webcast series that delivers practical strategies you need to stay on top
of important issues. Gain access to valuable ideas and critical information from webcasts presented each month on:
• Sarbanes-Oxley

• Corporate Governance

• Financial Reporting

• Driving Enterprise Value

Dbriefs also provides a convenient and flexible way to earn CPE credit — right at your desk. Join Dbriefs to be notified of
upcoming webcasts.
On March 21 at 2:00 PM EST, we will host a 90-minute webcast, “EITF Roundup: Highlights of the March Meeting.” Register for
this webcast today.

aÉäçáííÉ=^ÅÅçìåíáåÖ=oÉëÉ~êÅÜ=qççä=^î~áä~ÄäÉ
Deloitte is making available, on a subscription basis, access to its online library of accounting and financial disclosure literature.
Called the Deloitte Accounting Research Tool (DART), the library includes material from the FASB, the EITF, the AICPA, the PCAOB,
the IASB, and the SEC, in addition to Deloitte’s own accounting manual and other interpretative accounting guidance.
Updated every business day, DART has an intuitive design and navigation system which, together with its powerful search
features, enable users to quickly locate information anytime, from any computer. Additionally, DART subscribers receive periodic emails highlighting recent additions to the DART library.
For more information, including subscription details and an online DART demonstration, visit www.deloitte.com/us/dart.
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