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GAAP MATTERS
 

The FASB releases FSP on FASB Statement No. 106 (SFAS 106), 
Employers' Accounting for Postretirement Benefits Other Than 
Pensions 
 
The Board directed the FASB staff to issue a FASB Staff Position (FSP) 
which permits a sponsor of a postretirement heath care plan that 
provides a prescription drug benefit to make a one-time election to defer 
accounting for the effects of the Medicare Prescription Drug, 
Improvement and Modernization Act of 2003 (the Act).  Regardless of 
whether a sponsor elects that deferral, the FSP requires certain 
disclosures pending further consideration of the underlying accounting 
issues. Please note that this FSP is only expected to affect United States 
based plans. Click here to find out more about this. 
 
Recent Deloitte materials on FASB Interpretation No. 46 (revised 
December 2003), Consolidation of Variable Interest Entities: FIN 
46(R) 

On February 3, 2004, Deloitte hosted a live Webcast on FIN 46(R). The 
Web conference summarized the significant changes FIN46(R) makes to 
the original version of FIN 46 (issued January 2003) and provided 
practical examples of applying those changes to transactions related to a 
wide range of industries. The slide deck used within the web conference 
may be downloaded separately. 

In addition, Deloitte has also published a detailed guidance on FIN 46(R), 
which contains, among other things, an introduction and background of 
this new standard, a summary of key changes and Questions and 
Answers related to FIN 46R. Both the webcast and the FIN 46(R) can be 
found at http://www.deloitte.com. 

Certain FSPs on FIN 46(R), Consolidation of Variable Interest 
Entities were carried over from the old FIN 46 
 
FIN 46(R)-1 addresses whether a specified asset (or group of assets) of a 
variable interest entity and a related liability secured only by the specified 
asset or group be treated as a separate variable interest entity (as 
discussed in paragraph 13 of FIN 46(R)) if other parties have rights or 
obligations related to the specified asset or to residual cash flows from 
the specified asset. Click here to find out more about this. 
 
FIN 46(R)-2 addresses whether an entity that has no history of net losses 
and expects to continue to be profitable in the foreseeable future would 
be a variable interest entity. Click here to find out more about this. 
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FIN 46(R)-3 addresses how variable interest holders should evaluate whether the equity 
group lacks the direct or indirect ability to make decisions about an entity's activities 
through voting rights or similar rights. FIN 46(R) requires that an entity shall be subject to 
consolidation according to paragraph 5(b)(1) of FIN 46(R) if, as a group, the holders of the 
equity investment at risk (the equity group) lack the direct or indirect ability to make 
decisions about an entity's activities through voting rights or similar rights. Click here to find 
out more about this. 
 
Update on Recent International Practices Task Force meeting 
 
The AICPA SEC Regulations Committee’s International Practices Task Force (Task Force) 
meets periodically with the staff of the SEC to discuss emerging technical accounting and 
reporting issues relating to SEC rules and regulations.  As briefly discussed in our previous 
newsletter, the Task Force met on November 25, 2003 and discussed various items in their 
agenda. Since the previous meeting three issues have been discussed further: (a) Non-
GAAP measures in income statements presented by U.K. companies, (b) effective date for 
foreign private issuers of FIN 46(R) and (c) keeping foreign private shelf registration 
statements current. Read more. 
 

SEC AND OTHER REGULATORY MATTERS 
 
SEC extends compliance dates of Section 404 of the Sarbanes-Oxley Act 

In February 2004, the SEC announced the extension of the compliance dates for 
amendments to its rules under the Securities Exchange Act of 1934 that were adopted on 
June 5, 2003, pursuant to Section 404 of the Sarbanes-Oxley Act. The amendments require 
a company to include in annual reports a report by management on the company's internal 
control over financial reporting and the accompanying auditor's report.  

Under the new compliance schedule, a company that is an "accelerated filer" as defined in 
Exchange Act Rule 12b-2 (generally, a U.S. company that has equity market capitalization 
over $75 million and has filed at least one annual report with the Commission), must begin 
to comply with these amendments for its first fiscal year ending on or after Nov. 15, 2004 
(originally June 15, 2004). A non-accelerated filer must begin to comply with these 
requirements for its first fiscal year ending on or after July 15, 2005 (originally April 15, 
2005). The Commission similarly has extended the compliance date for related 
requirements regarding evaluation of internal control over financial reporting and 
management certification requirements, including certification and related requirements 
applicable to registered investment companies. Please refer to Release No. 33-8392 for 
more detailed information. 
 

In addition, the Public Company Accounting Oversight Board announced that it will consider 
adopting the final attestation standards for auditors in respect of internal control reports at 
its meeting on March 9, 2004. These standards will affect U.S. and non-U.S. SEC 
registrants. 
 
The SEC releases International Reporting and Disclosure Issues 
 
The long-awaited update to the International Reporting and Disclosure Issues outline is now 
available on the SEC website. The Outline is dated as of October 1, 2003 and reflects major 
reporting and disclosure matters impacting foreign private issuers and their auditors, as well 
as many of the issues addressed by the AICPA International Practices Task Force over the 
past 2+ years. 
 
The Outline is available at: http://www.sec.gov/divisions/corpfin/internatl/issues1004.htm
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Summary of new disclosure requirements for Form 20-F 
 
Over the past few months the SEC has implemented a number of improvements to their 
disclosure requirements. Click here to see a summary the most important of these 
modifications that are effective for fiscal years ended on or after December 31, 2003. 
 
Additional NYSE and Nasdaq disclosure rules relating to corporate governance for 
20-F filers 
 
Following the implementation of a number of new corporate governance requirements as a 
consequence of the Sarbannes-Oxley release, the New York Stock Exchange (NYSE) and the 
NASDAQ have also issued additional disclosure rules on that matter. Click here to find out 
more about the new NYSE and NASDAQ rules. 
 
In addition, the NYSE has just released the language to be used on the CEO written 
affirmations that will be due this year. Click here to access the NYSE website. 
 
SEC votes to propose amendments to Form 20-F for adoption of IFRS and to adopt 
additional 8-K requirements 
 
On March 11, 2004, the SEC voted to publish for comment proposed amendments to Form 
20-F and to adopt additional reporting requirements on Form 8-K. The good news for the 
Form 20-F filers is that the amendment will allow those companies, for their first year of 
reporting under IFRS, to include only two years of audited financial statements in their SEC 
filings. This is a significant accommodation to the Form 20-F requirements, as the SEC 
generally requires a company to provide in its filings three years of audited financial 
statements prepared on a consistent basis of accounting. Read more. 
 
PCAOB releases standard on audit of internal control over financial reporting 
 
After public comment, the Public Company Accounting Oversight Board (PCAOB) has 
adopted Auditing Standard No. 2, An Audit of Internal Control Over Financial Reporting 
Performed in Conjunction With an Audit of Financial Statements. This standard is the 
standard on attestation engagements referred to in Section 404(b) as well as Section 
103(a)(2)(A) of the Sarbanes-Oxley Act of 2002. This standard will not take effect unless 
approved by the SEC. Click here to access the complete text of this standard. 
 

 
 

GAAP MATTERS 
 
Update on Recent International Practices Task Force meeting 
 
The last meeting of the AICPA International Practices Task Force took place on November 
25, 2003 and the minutes will shortly be published on the AICPA web site at 
http://www.aicpa.org/index.htm. The agenda for that meeting was covered in the previous 
newsletter. The agenda was: 
 
1. Inflationary status of certain countries 
 

2. Reporting issues 
 Follow-up on GAAP reconciliations 
 Follow-up on division of responsibility regarding GAAP reconciliations 
 Follow-up on Bannerman opinions 
 Inflation adjusted financial statements under Argentine GAAP 
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3. PCAOB transition and other rules on auditing and MJDS  
  

4. Applying Item 512(a)(4) of Regulation S-K to 3-09 statements 
 

5. Adoption of new standards 
 Follow-up on FIN 46 
 Application/adoption during an interim period 

  

6. Independence issues 
 Compliance with independence requirements in prior years 
 144A offerings 

  

7. Changes in year-end by FPIs  
  

8. Follow-up on the meaning of “expressly permits” under non-GAAP disclosures release 
  

9. Issues related to first-time adoption of IFRS  
 

10. SEC staff issues  
 Nonconsolidation of immaterial subsidiaries 
 Audit report issues 
 Going concern uncertainties 
 Comparative periods 
 Subsidiary audit reports 
 PCAOB registration—implications for unregistered firms 
 Applicability of accelerated filing dates to voluntary filing on domestic forms 

  

11. Follow-up on auditor licensing and signature requirements  
  

12. Incorporation of 6-Ks into S-8s. 
 
Since the meeting three issues have been discussed further: 
 
NON-GAAP MEASURES IN INCOME STATEMENTS PRESENTED BY U.K. COMPANIES 
 
The Task Force discussed the income statement formats used by some U.K. registrants and 
the extent to which these formats were “expressly permitted” by U.K. GAAP and as a 
consequence were exempt from the prohibitions on non-GAAP measures set out in Item 10 
of Regulation S-K. 

In particular, the Task Force noted that: 

 U.K. FRS 3 permits exceptional items to be shown on the face of the income 
statement and requires that certain specified exceptional items are so shown.  FRS 3 
defines exceptional items more broadly compared to how that term would usually be 
interpreted in the United States.  

 Historically, a large number of companies from the U.K. have presented subtotals or 
amounts in the income statement that exclude amortization expense.  Some 
companies also present subtotals that exclude depreciation expense.    The Task 
Force noted that disclosure within U.K. financial statements of the amortization 
expense for the period of intangibles is required by FRS 10. 

Subsequent to the meeting, the SEC Staff noted that if a U.K. company presents an income 
statement that segregates exceptional items and amortization/depreciation expense from 
other costs with subtotals (e.g. either by the three column format or the boxing format) it 
should either follow the guidance below or discuss its  specific fact pattern with the Staff.  If 
a company presents the disclosures specified below, the SEC Staff has indicated that it will 
not object to the income statement format included in the U.K. GAAP financial statements.  

©2004 by Deloitte & Touche LLP. All rights reserved. 4



 

Additional disclosures required would include the following: 

1. If a company wants to include a subtotal that excludes an exceptional charge or 
credit, then it needs to describe the nature of the item that management has 
concluded is exceptional and why it considers the item to be exceptional.  That is, 
there is an obligation on the company to make a positive assertion on the reasons 
why such items are considered exceptional.   If an item does not meet the definition 
of exceptional, then the company should not present a subtotal that excludes such 
item.  

2. If a company wants to include a subtotal that excludes amortization of intangibles, 
including goodwill, then it needs to explain why such a subtotal is meaningful to 
investors.  An explanation that such an expense is excluded or substantially excluded 
under U.S. GAAP would not be a sufficient reason for presenting information in this 
manner under U.K. GAAP.   A company also could present a subtotal that excludes 
depreciation expense if the income statement uses a "nature of expense" format, but 
could NOT present a subtotal that excludes depreciation expense if the income 
statement is presented using a "functional" format (e.g., cost of sales).   Likewise, if 
depreciation expense is excluded, then the company should explain why such a 
subtotal is meaningful to investors.  

3. If a company presents a subtotal in the financial statements under the concept of 
"expressly permitted" that would require the additional disclosures in Item 
10(e)(1)(i)(C) and (D) of Regulation S-K, then the company should provide those 
disclosures inside the audited financial statements.  

4. If a company presents a subtotal or an item such as a restructuring charge that 
would be prohibited from disclosure absent it being “expressly permitted” by FRS 3, 
then the company should disclose that fact.  

5. If a company presents an income statement with subtotals that exclude any of the 
items above, then the Company should provide in the U.S. GAAP note a reformatted 
condensed income statement that complies with Article 10 of Regulation S-X for the 
applicable periods.  This condensed income statement may be based on either U.S. 
GAAP or U.K. GAAP amounts.  Where U.S. GAAP amounts are used to prepare the 
condensed income statement, the company should provide the reconciling 
disclosures in Item 10(e)(1)(i)(A) and (B) inside the audited financial statements 
unless such a presentation is already set out in the primary GAAP income statement 
(i.e., the columnar format).  Such disclosures would not be necessary where the 
condensed income statement is prepared using U.K. GAAP amounts.  

6. If a company presents a subtotal or item under the concept of “expressly permitted” 
outside the financial statements, for example, in the MD&A/OFR, then the company 
would need to comply with all the disclosure requirements in item 10(e)(1)(i)(A)-(D). 

The Task Force further noted that issues relating to per share information have been 
discussed in Question 28 of the FAQ, which specifies that the numerator for all per share 
information must be a single amount appearing directly on the face of the income statement 
in accordance with home country GAAP and that the word “derived” was not intended to 
permit other items to be added to or subtracted from that number. 

Registrants that believe they have a similar fact pattern under a non-U.K. reporting regime 
should consult the Staff. 
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EFFECTIVE DATE FOR FOREIGN PRIVATE ISSUERS OF FIN 46(R) 

At its March 2003 meeting, the Task Force discussed the application of FIN 46 to foreign 
private issuers under different reporting scenarios.  The SEC staff indicated that they would 
not object to the Task Force’s recommended approach regarding the effectiveness of FIN 46 
for foreign private issuers.  Subsequent to the July 2003 Task Force meeting, the FASB staff 
issued FSP FIN 46-6 delaying the effectiveness of FIN 46. The Task Force discussed the 
impact of the FSP on foreign private issuers and noted that FSP FIN 46-6 was issued to 
delay the application of FIN 46 for entities were FIN 46 was currently effective.  However, 
depending on an enterprise’s year end and frequency of reporting of U.S. GAAP information 
the application of FSP FIN 46-6 may have had the unintended consequence of accelerating 
the effectiveness of the interpretation.  The Task Force noted that certain foreign private 
issuers were not yet required to apply FIN 46; for those issuers, FSP FIN 46-6 was not 
applicable and the original effective date of FIN 46 would apply.  The Task Force also noted 
that foreign private issuers that were already required to apply FIN 46 would have the 
benefit of the deferral in FSP FIN 46-6. 
 
Subsequent to the Task Force meeting in November 2003, the FASB issued FIN 46-R.  As 
noted by Task Force representatives in discussions with the SEC staff, the effective date for 
certain foreign private issuers of FIN 46-R is earlier than that under the original FIN 46.  In 
issuing FIN 46-R, the FASB Staff has advised representatives of the Task Force that the 
intent was not to accelerate the application of either FIN 46 or FIN 46-R, but rather to 
provide for a deferral of FIN 46 and FIN 46-R in order to provide enterprises sufficient time 
to understand and implement the guidance.  This is consistent with the discussion in 
paragraphs D62-D65 and paragraph E49 of FIN 46-R.  

The Task Force discussions to date are summarized in a letter sent to the Chief Accountant. 

KEEPING FOREIGN PRIVATE ISSUE SHELF REGISTRATION STATEMENTS CURRENT 

In the past, the Task Force has had a number of instances where foreign private issuers 
appear to have received varying advice from their U.S. securities’ counsel as to the extent 
of information they need to file in order to keep a shelf registration statement current.   
 
The issue is what interim financial information is required to be updated for a shelf or 
continuous registration statement (hereinafter referred to as “shelf registration”) of a 
foreign private issuer (“FPI”) that reconciles from Home GAAP to U.S. GAAP in accordance 
with Item 18 of Form 20-F in order for the FPI's shelf registration to remain "current"?  
Paragraph (a)(4) of Item 512 requires a foreign private issuer to file a post-effective 
amendment to its registration statement to include any financial statements required by 
Item 8.A of Form 20-F at the start of a delayed offering or throughout a continuous offering 
under Rule 415. For this purpose, delayed or continuous offerings include exchange offers, 
merger and acquisition transactions registered on Form F-4, and takedowns from effective 
shelf registration statements. For these types of offerings, Item 8.A ordinarily requires the 
annual audited financial statements to be not more than 15 months old, and the unaudited 
interim financial statements to be not more than nine months old. Takedowns from existing 
shelf registration statements and other types of delayed offerings may not be commenced, 
and continuous offerings must be suspended, during periods when the financial statements 
are not current under paragraph (a)(4) of Item 512. This means that the financial 
statements must remain current throughout the entire time that an exchange offer is 
outstanding. It also means that the financial statements must remain current in a merger or 
acquisition transaction until shareholder approval has occurred.  
The Task Force has always believed that financial information will require updating by a 
filing on Form 6-K that is incorporated by reference in the registration statement for the 
following circumstances: 
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• When financial information has been published by the company and that information 
covers a more current period than the statements otherwise required by Item 8.  

This information is not required to be reconciled to U.S. GAAP, but must describe any 
ways in which the accounting principles, practices and methods used in preparing that 
interim financial information vary materially from the principles, practices and methods 
accepted in the United States, and quantify any material variations, unless these have 
already been described and quantified in other financial statements included in the 
document. 
 

• If the selling document is dated more than nine months after the end of the last audited 
financial year, it must include or incorporate by reference consolidated interim financial 
statements, which may be unaudited, covering at least the first six months of the 
financial year. The presentation requirements of these financial statements are as 
described above. These financial statements must also be reconciled to U.S. GAAP. 

The Task Force’s view is that these interim financial statements should be prepared in 
compliance with Article 10 of Regulation S-X and include all required U.S. GAAP interim 
financial statement footnote disclosures (e.g., SFAS 131, SFAS 141, SFAS 142, SFAS 
148), which is consistent with recent SEC Staff comments.  
 

• If the selling document is dated more than fifteen months from the most recently filed 
20-F, it must include or incorporate by reference the most recent annual audited 
financial statements reconciled to U.S. GAAP in accordance with Item 18 of Form 20-F. 

• Fundamental change(s) in the information in the registration statement. 

The Task Force has not addressed the financial information that would be necessary in 
this circumstance as this is a matter that should be discussed with legal counsel. 

 
As noted in Item 8.A.5, FPIs are encouraged, but not required, to have any interim financial 
statements in the document reviewed by an independent auditor. If such a review has been 
performed in accordance with the American Institute of Certified Public Accountant's 
Statement on Auditing Standards No. 100 ("SAS 100") and is referred to in the document, a 
copy of the auditor's SAS 100 review report must be provided in the document. In these 
circumstances, the auditor’s registrant must issue an Awareness Letter that is also included 
in the document. If such a review has been performed in accordance with review standards 
other than SAS 100 (e.g., Home GAAS), the Task Force understands that it is the SEC's 
expectation that the review not be referred to in the document.  
The SEC Staff  has now confirmed that its view is that it is necessary that MD&A, 
Quantitative and Qualitative Disclosures of Market Risk, Rule 3-10 disclosures, and Selected 
Financial Data is required to be updated in order to maintain a shelf registration active for a 
FPI in order for the FPI's shelf registration to remain "current."   
 
This information typically would be included in the Form 6-K that includes the interims and 
which is incorporated by reference into the shelf.  
 
The ultimate responsibility for the determination of the financial information to be 
incorporated in a registration statement rests with the management of the FPI who should 
consult appropriately with qualified legal counsel.  
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NEXT TASK FORCE AGENDA 
 
As noted above the Task Force met on March 9, 2004 and its current agenda included: 
 

 

1 Inflationary status of certain countries  

3 Reporting issues: 

 Follow up on division of responsibility regarding GAAP reconciliations  

4 Reverse acquisitions and reporting requirements in a registration statement   

5 Follow up on auditor licensing and signature requirements   

6 SEC accelerated filer rules: 

 Application to foreign private issuer that becomes a U.S. domestic filer  

7 Issues related to discontinued operations   

8 Update on IFRS issues 

9 Issues relating to changes in auditors  

10 SEC Staff issues  

 Follow up on subsidiary audit report issues  

 Update on international outline  

11 Application of U.S. GAAP when no interim information is presented  

Back to top
 

SEC AND OTHER REGULATORY MATTERS 
 
Summary of new disclosure requirements for Form 20-F 
 
The summary below has been prepared by Paul, Weiss, Rifkind, Wharton & Garrison LLP 
(http://www.paulweiss.com) and discusses the most important modifications to the 20-F 
forms that are effective for fiscal years ended on or after December 31, 2003. 
  

• Item 5.E. Off-balance sheet arrangements. Discuss the registrant’s off-balance sheet 
arrangements that have or are reasonably likely to have a current or future effect on the 
registrant’s financial condition, changes in financial condition, revenues or expenses, 
results of operations, liquidity, capital expenditures or capital resources that is material 
to investors. 

 
• Item 5.F. Tabular disclosure of contractual obligations. Provide information as of the 

latest fiscal year end balance sheet date with respect to the registrant’s known 
contractual obligations in a table which sets forth payments due by period for long-term 
debt obligations, capital (finance) lease obligations, operating lease obligations, 
purchase obligations and other long- term liabilities reflected on the registrant’s balance 
sheet under the GAAP of the primary financial statements. 

 
• Item 15(a). Disclosure controls and procedures. As required last year, the registrant 

must disclose the conclusions of its principal executive and principal financial officers, or 
persons performing similar functions, regarding the effectiveness of the registrant’s 
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disclosure controls and procedures. This year, the effectiveness is tested as of the end of 
the period covered by the report. The term “disclosure controls and procedures” is 
defined as controls and other procedures designed to ensure that information required to 
be disclosed by the registrant in the reports that it files or submits to the SEC is 
recorded, processed, summarized and reported within the time periods specified. This is 
distinct from the disclosure requirements discussed below relating to internal controls. 

 
• Item 15(b). Disclose whether or not there were significant changes in the registrant’s 

internal controls or in other factors that could significantly affect these controls 
subsequent to the date of their evaluation, including any corrective actions with regard 
to significant deficiencies and material weaknesses. This disclosure requirement will be 
replaced by new disclosures that will be effective for fiscal years ending on or after April 
15, 2005 (see discussion below). These disclosures are part of the new rules on internal 
control over financial reporting. 

 
• Item 16.A. Audit Committee Financial Expert. Disclose that the board of directors has 

determined that the registrant either: (i) has at least one audit committee financial 
expert serving on its audit committee; or (ii) does not have an audit committee financial 
expert serving on its audit committee. If the registrant provides the disclosure required 
by paragraph (i), it must disclose the name of such expert and whether that person is 
independent. If there are more than one, a registrant may disclose only one or all of 
them. If the registrant does not have an audit committee financial expert, it must 
explain why it does not have such an expert. 

 
• Item 16.B. Code of Ethics. Disclose whether the registrant has adopted a code of ethics 

that applies to the registrant’s principal executive officer, principal financial officer, 
principal accounting officer or controller or persons with similar functions. If no such 
code has been adopted, explain why. Such code must also be filed with the annual 
report and posted on the registrant’s web site. The registrant must also describe the 
nature of any amendment and describe any waiver of any provision. 

 
• Item 16.C. Principal Accountant Fees and Services. Disclose Audit Fees, Audit Related 

Fees, Tax Fees and All Other Fees for the last two fiscal years. Disclose the audit 
committee’s pre-approval policies and procedures; the percentage of services described 
in each of the “audit-related fees,” “tax fees,” and “all other fees” that were approved by 
the audit committee under the “de minimis” test; and if greater than 50%, the 
percentage of hours expended on the principal accountant's engagement to audit the 
registrant’s financial statements for the most recent fiscal year that were attributed to 
work performed by persons other than the principal accountant's full-time, permanent 
employees. 

 
• Certifications. Section 906 and Section 302 Certifications. The certifying officers may 

modify the content of Certification 4 of the 302 Certification to eliminate certain 
references to internal control over financial reporting until the compliance date. 
Certifications must be filed as Exhibits 31 and 32. 

 
• Exhibit 10: Provide any notice required by Rule 104 of Regulation BTR sent during the 

past fiscal year to directors and executive officers concerning any equity security subject 
to a blackout period. 

 
 
Back to top
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Additional NYSE and Nasdaq disclosure rules relating to corporate governance for 
20-F filers 
 
NYSE Rules. A foreign private issuer must disclose in its annual report to shareholders 
and/or on its website any significant ways in which its corporate governance practices differ 
from the NYSE corporate governance standards. The registrant is required to compare NYSE 
domestic corporate governance requirements against the specific practices followed by such 
registrant. If the disclosure is made available only on the website, the annual report would 
be required to state this and provide the web address at which the information may be 
obtained. The registrant is required to comply with these requirements by the earlier of (i) 
their first annual meeting after January 15, 2004 and (ii) October 31, 2004. 
 
Nasdaq Rules. Foreign private issuers are exempt from corporate governance standards that 
would require them to do anything contrary to the laws, rules, regulations or generally 
accepted business practices of their home country. The authority to grant exemptions, 
however, does not apply to the extent that such exemption would be contrary to the federal 
securities laws. Registrants are required to disclose in their annual reports each requirement 
from which they are exempted as well as any alternative practices in lieu of the waived 
Nasdaq corporate governance requirements. This disclosure requirement applies to 
exemptions granted prior to the implementation of the new rules if the registrant continues 
to rely upon such exemption. The registrant is required to comply with these requirements 
in its annual reports filed with the SEC after January 1, 2004. 
 
Back to top

 
SEC votes to propose amendments to Form 20-F for adoption of IFRS and to adopt 
additional 8-K requirements 

 
On March 11, 2004, the SEC voted to publish for comment proposed amendments to Form 
20-F and to adopt additional reporting requirements on Form 8-K. 
 

SEC view on first-time adoption of International Financial Reporting Standards 

The SEC voted to propose amendments to Form 20-F that would affect foreign private 
issuers that change their basis of accounting to international accounting standards, known 
as International Financial Reporting Standards (IFRS). Form 20-F generally requires a 
company to provide in its SEC filings three years of audited financial statements prepared 
on a consistent basis of accounting. The proposed amendments would: 
 

• apply to companies that publish IFRS financial statements for the first time for any 
financial year beginning no later than January 1, 2007; 

• allow those companies, for their first year of reporting under IFRS, to include only 
two years of audited financial statements in their SEC filings; and 

• require appropriate related disclosure.  

 

The proposed amendments also would require any company that adopts IFRS for the first 
time, in any financial year: 
 

• to provide disclosure related to exceptions from IFRS on which it relied; and 

• to include a specified level of information in the reconciliation from its previous 
system of accounting to IFRS.  
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The proposals are intended to ease the burdens that foreign companies may face when they 
adopt IFRS for the first time, while improving the quality of financial disclosure that they 
provide to investors. The proposals are addressed particularly at foreign issuers located in 
the European Union (EU), which under current EU law will generally be required to adopt 
IFRS for reporting on their 2005 financial year. The proposals are also intended to 
encourage other foreign companies to switch their accounting voluntarily to IFRS. These 
proposals will be open for public comment for a 30-day period following their publication in 
the Federal Register. 

 

Form 8-K Disclosure Requirements and Filing Deadlines 

The SEC also voted to adopt amendments to Form 8-K, the Exchange Act form used by 
public companies to disclose important corporate events on a current basis. The 
amendments will add ten disclosure items to Form 8-K, including transferring two items to 
the current report from the periodic reports. The amendments will also provide investors 
with timelier disclosure by replacing the current five business and 15 calendar day Form 8-K 
deadlines with a new four business day deadline. 

The amendments are responsive to the current disclosure goals of Section 409 of the 
Sarbanes-Oxley Act by requiring public companies to disclose, on a "rapid and current 
basis," material information regarding changes in a company's financial condition or 
operations as the SEC, by rule, determines to be necessary or useful for the protection of 
investors and in the public interest. 

 

The eight new disclosure items include: 

• entry into a material non-ordinary course agreement; 

• termination of a material non-ordinary course agreement; 

• creation of a material direct financial obligation or a material obligation under an off-
balance sheet arrangement; 

• triggering events that accelerate or increase a material direct financial obligation or a 
material obligation under an off-balance sheet arrangement; 

• material costs associated with exit or disposal activities; 

• material impairments;  

• notice of delisting or failure to satisfy a continued listing rule or standard; transfer of 
listing; and  

• non-reliance on previously issued financial statements or a related audit report or 
completed interim review (restatements).  

 

The two disclosure items transferred, in part, from the periodic reports are: 

• unregistered sales of equity securities; and 

• material modifications to rights of security holders.  

 

Expanded disclosure items include: 

• departure of directors or principal officers, election of directors, or appointment of 
principal officers; and 

• amendments to Articles of Incorporation or Bylaws and change in fiscal year.  
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The amendments will create a limited safe harbor under Exchange Act Section 10(b) and 
Rule 10b-5 for failure to file timely seven of the new items on Form 8-K. The safe harbor 
will not apply to, or impact, any other duty to disclose a company may have and extends 
only until the due date of the company's periodic report for the relevant period. 

Compliance with these amendments will be required as of August 23, 2004. 
 
Back to top

 
RECENT DELOITTE PUBLICATIONS 
 
Below is list of Deloitte publications about the most recent rule proposals and 
legislative actions. 
 

 Audit Committee Brief (October 2003)– 
http://www.deloitte.com/dtt/cda/doc/content/us_assur_acbriefOct2003.pdf

 
 Audit Committee Resource Guide – 

http://www.deloitte.com/dtt/cda/doc/content/ACRG.pdf
 

 Conditions For Use of Non-GAAP Financial Measures –  
http://www.deloitte.com/dtt/cda/doc/content/Non-gaap.pdf

 
 Industry Brief: Securities - 

http://public.deloitte.com/media/securitiesbriefs/default.htm
 

 IASPlus Website - 
The International Accounting Standards Board recently revised several pronouncements, 
such as IAS 1, 2, 8, 10, 16, 17, 24, 28, 32, 33, 39 and 40.  Deloitte’s IASPlus website 
discusses these revisions as well as other current and future developments in the 
International Financial Reporting Standards (IFRS) environment. 
http://www.iasplus.com

 
 Meeting the Street, A Discussion of Earnings and Other Guidance Provided to 

Investors - 
This is an executive report co-authored by Bob Kueppers and Greg Weaver, has been 
published by the Financial Executives Research Foundation (FERF) to examine this 
complex issue.  As corporate leaders, regulators, investors, and accountants work to 
restore public trust in the capital markets, each examines the possible causes of high-
profile corporate failures.  Concern over the role that earnings estimates may have had 
in some cases has led many to measure the benefits of publishing earnings projections 
against the risks associated with doing so.  This executive report presents some 
viewpoints from several experienced corporate leaders on this important topic.  
http://www.ferf.org

 
 E-learning training materials for International Financial Reporting Standards 

Deloitte is pleased to make available, in the public interest and without charge, e-
learning training materials for IFRS.  Click here to Access Deloitte's IFRS e-Learning 
Material. Content on the following standards is now available: IAS 1, IAS 2, IAS 8, IAS 
11, IAS 14, IAS 17, IAS 18, IAS 21, IAS 27, IAS 28, IAS 31, IAS 34, IAS 37, IAS 40, 
IAS 41, and the Framework for the Preparation and Presentation of Financial 
Statements. Modules on the remaining standards are currently being developed and will 
be released in phases throughout 2004. 

 
 
Other useful publications can be obtained on Deloitte website – Click here
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WHAT IS AND HOW TO SUBSCRIBE DART? 
 
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 SEC, and the 
IASB, 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 e-mails 
highlighting recent additions to the DART library. 
 
The fee for a subscription to the DART is $1,500 per person per year plus applicable sales 
tax. You can subscribe to the Deloitte Accounting Research Tool on-line and pay via any of 
the following types of credit cards; American Express, Diners Club, Master Card, or Visa. 
You can also subscribe by calling 1-800-877-0145. 
 
For more information, including subscription details and an online DART demonstration, 
visit: http://www.deloitte.com/us/dart. 
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