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DECEMBER 2003 – JANUARY 2004  

GAAP MATTERS
 

FASB substantially revised its Interpretation No. 46 (FIN 46), 
Consolidation of Variable Interest Entities  
  
FIN 46 (revised December 2003), Consolidation of Variable Interest 
Entities, (FIN 46(R)) was released by FASB on December 24, 2003.  FIN 
46(R) changes the effective date of FIN 46 for certain entities and makes 
other significant changes to FIN 46 regarding its scope. Read more. 
 
Financial Accounting Standards Board (FASB) recently issued 
Statement on Employers’ Disclosures about Pensions and Other 
Postretirement Benefits 
 
The FASB issued in December 2003 a final Statement on Employers’ 
Disclosures about Pensions and Other Postretirement Benefits, an 
amendment of FASB Statements No. 87, 88, and 106, and a revision of 
FASB Statement No. 132 (SFAS 132(R)).  Most of the provisions of the 
Statement will apply to financial statements issued for this calendar year 
end and for interim periods beginning after calendar year end. Read 
more. 
 
FASB Issues more Staff Positions (FSPs) 
 
The FASB staff receives questions regarding the appropriate application of 
FASB literature. Beginning in February 2003, the FASB staff began issuing 
application guidance through FSPs. In November and December 2003, it 
issued a number of FSPs relating to FASB Interpretation No. 45 (FIN 45), 
Guarantor’s Accounting and Disclosure Requirements for Guarantees, 
Including Indirect Guarantees of Indebtedness of Others, FASB Statement 
No. 150 (SFAS 150), Accounting for Certain Financial Instruments with 
Characteristics of Both Liabilities and Equity and FASB Statement No. 144 
(SFAS 144), Accounting for the Impairment or Disposal of Long-Lived 
Assets. Read more. 
 
Recent Emerging Issues Task Force (EITF) meeting 
 
On November 12-13, 2003 the EITF met and reached consensuses (or 
partial consensuses) on a number of issues. Read more. 
 
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.  The Task Force met on November 25, 2003 and 
discussed the following agenda items. Read more. 
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AICPA Issues Statement of Position 03-3, Accounting for Certain Loans or Debt 
Securities Acquired in a Transfer 
 
The AICPA has issued Statement of Position (SOP) 03-3, Accounting for Certain Loans or 
Debt Securities Acquired in a Transfer.  This SOP resulted from an Exposure Draft dated 
December 30, 1998, Accounting for Discounts Related to Credit Quality, and is effective for 
loans acquired by an entity in fiscal years beginning after December 15, 2004.  The SOP 
supersedes AICPA Practice Bulletin 6, Amortization of Discounts on Certain Acquired Loans, 
for transactions entered into after the SOP is initially applied; however, for loans acquired in 
fiscal years prior to the effective date and within the scope of Practice Bulletin 6, the SOP 
amends the application of this practice bulletin with respect to accounting for decreases in 
cash flows expected to be collected. DART subscribers click here to access the full text of 
this SOP. 

 
SEC AND OTHER REGULATORY MATTERS 
 
AICPA’s 31st annual National Conference on SEC Developments 
 
The National Conference on SEC Developments is an opportunity for the SEC staff to 
express their views on the application of US GAAP and certain SEC rules. Representatives of 
the FASB, IASB, EITF, and AcSEC also expressed their views on several issues. At this 
year’s conference, the SEC staff outlined a number of areas in which they have developed 
views or interpretations as to the appropriate accounting and/or disclosure.   
 
The full text of some of the SEC staff’s remarks is now available at http://www.sec.gov or 
http://www.deloitte.com/us/dart, for DART subscribers.  
 
The FASB’s Chairman Robert H. Herz's presentation is also available on the following 
website: http://www.fasb.org/herz_aicpa_12-12-03.pdf
 
New NYSE and Nasdaq listing rules 
 
In November 2003, the SEC approved new rules proposed and adopted by the New York 
Stock Exchange (NYSE) and the Nasdaq Stock Market regarding corporate governance 
standards for listed companies. 
 
The new rules establish a stricter, more detailed definition of independence for directors and 
require the majority of members on listed companies' boards to satisfy that standard. In 
addition, the rule changes include a number of provisions that require and facilitate 
independent director oversight of processes relating to corporate governance, auditing, 
director nominations, and compensation. 
 
The release approving the new rules can be found on the Commission's web site at 
www.sec.gov/rules/sro/34-48745.htm. 
 
Oversight of Non-U.S. Accounting Firms - PCAOB Issues Proposed Rules 
 
On December 9, 2003, the Public Company Accounting Oversight Board voted unanimously 
to propose for public comment rules relating to the inspection and investigation of non-U.S. 
public accounting firms. The Board also voted unanimously to propose extending the 
registration for non-U.S. firms by 90 days to July 19, 2004. Read more. 
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SEC Chief Accountant welcomes actions by FASB and IASB 
 
The Chief Accountant of the Securities and Exchange Commission welcomed the publication 
by the Financial Accounting Standards Board (FASB) of proposals that would modify several 
aspects of U.S. accounting standards to be consistent with the guidance on those issues 
currently included in international accounting standards. The proposals would result in a 
change in the way voluntary accounting changes are reflected and make modifications to US 
generally accepted accounting principles in certain areas related to inventory costs, earnings 
per share calculations, and exchanges of non-monetary assets. 
 
The proposals are part of multi-faceted efforts by the FASB and the International Accounting 
Standards Board (IASB) to improve and converge the two sets of accounting standards, 
with a goal of achieving a common set of high-quality accounting standards. "Seeing further 
progress made toward convergence of accounting standards is encouraging," Chief 
Accountant Donald T. Nicolaisen said. 
 
The FASB proposals are available on the FASB's internet site at www.fasb.org. 
 
SEC Releases Guidance Regarding MD&A 
 
The SEC issued in December 2003 an interpretive release providing guidance regarding 
Management's Discussion & Analysis of Financial Condition and Results of Operations, 
commonly called MD&A, included in reporting companies disclosure documents. 
 
The guidance reminds companies of existing disclosure requirements and provides 
additional guidance, designed to elicit more informative and transparent MD&A that satisfies 
the principal objectives of MD&A: (1) to provide a narrative explanation of a company's 
financial statements that enables investors to see the company through the eyes of 
management; (2) to enhance the overall financial disclosure and provide the context within 
which financial information should be analyzed; and (3) to provide information about the 
quality of, and potential variability of, a company's earnings and cash flow, so that investors 
can ascertain the likelihood that past performance is indicative of future performance. 
 
Specifically, the guidance emphasizes that MD&A should not be merely a recitation of 
financial statements in narrative form or an otherwise uninformative series of technical 
responses to MD&A requirements, neither of which provides the important management 
perspective called for by MD&A. Instead, the release encourages top-level management 
involvement in the drafting of MD&A, and provides guidance regarding: 
 

• The overall presentation and focus of MD&A (including through executive-level 
overviews, a focus on the most important information and a reduction of duplicative 
information); 

• Emphasis on analysis of financial information; 
• Known material trends and uncertainties; 
• Key performance indicators, including non-financial indicators; 
• Liquidity and capital resources; and  
• Critical accounting policies and estimates. 

 
A copy of the release can be found on the SEC website at: 
http://www.sec.gov/rules/interp/33-8350.htm
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GAAP MATTERS 
 
FASB substantially revised its Interpretation No. 46 (FIN 46), Consolidation of 
Variable Interest Entities 
 
FASB Interpretation No. 46 (revised December 2003), Consolidation of Variable Interest 
Entities, (FIN 46(R)) was released by the FASB on December 24, 2003.  The following 
represents a summary of the significant changes made to FIN 46, which was originally 
issued in January 2003. 
 
Effective Date of FIN 46 and FIN 46(R) 
The effective dates of FIN 46 and FIN 46(R) vary based on both the characteristics of the 
enterprise and type of entity being considered for consolidation as follows: 
 
Public Companies- 
Public companies (both those that are small business issuers and those that are not small 
business issuers) shall apply either FIN 46 or FIN 46(R) to their interests in special purpose 
entities (SPEs) as of the first interim or annual period ending after December 15, 2003 (i.e., 
December 31, 2003 for calendar year companies).  The decision to apply FIN 46 or FIN 
46(R) may be made on an SPE by SPE basis.  Because the term SPE is not clearly defined in 
the accounting literature, all facts and circumstances must be considered in determining 
whether or not an entity is an SPE.  For example, an entity that previously would have been 
accounted for by applying any of the following accounting literature should be considered an 
SPE: 
 

• EITF Issue No. 90-15, Impact of Nonsubstantive Lessors, Residual Value Guarantees, 
and Other Provisions in Leasing Transactions 

• EITF Issue No. 96-21, Implementation Issues in Accounting for Leasing Transactions 
involving Special-Purpose Entities 

• EITF Issue No. 97-1, Implementation Issues in Accounting for Lease Transactions, 
including Those involving Special-Purpose Entities 

• EITF Topic No. D-14, Transactions involving Special-Purpose Entities 
 
SPEs for this provision are expected to include any entity whose activities are primarily 
related to securitizations or other forms of asset-backed financings or single-lessee leasing 
arrangements.  Conversely, if an entity meets the definition of a business under EITF Issue 
No. 98-3, Determining Whether a Nonmonetary Transaction Involves Receipt of Productive 
Assets or of a Business (EITF 98-3), as incorporated into Appendix C of FIN 46(R), the 
entity would not be an SPE. 
 
Public companies (both those that are small business issuers and those that are not small 
business issuers) must apply FIN 46(R) to their interests in SPEs (if FIN 46 was previously 
applied to such SPEs) no later than the end of the first interim or annual period ending after 
March 15, 2004 (i.e., March 31, 2004 for calendar year companies). 
 
Public companies that are not small business issuers must apply FIN 46(R) to their interests 
in entities that are not SPEs no later than the end of the first interim or annual period 
ending after March 15, 2004. 
 
Public companies that are small business issuers must apply FIN 46(R) to their interests in 
entities that are not SPEs as of the first interim or annual period ending after 12/15/04. 
 
If an enterprise has applied FIN 46 in previously issued financials, it must continue to apply 
either FIN 46 or FIN 46(R) in its financial statements for periods between the previously 
issued financials and the new effective dates.  
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Non-Public Companies- 
 

• Non-public companies must apply FIN 46(R) immediately to their investments in 
entities (whether SPEs or not) that are created after December 31, 2003. 

• Non-public companies must apply FIN 46(R) to their investments in entities (whether 
SPEs or not) that were formed on or before December 31, 2003 by the beginning of 
the first interim or annual period beginning after December 15, 2004. 

 
Please note that FIN 46(R) requires Foreign Private Issuers (FPIs) to adopt certain 
provisions earlier than previously required under the conclusion reached at the March 2003 
International Practice Task Force (IPTF) meeting. Specifically, FIN 46(R) as written requires 
(i) the adoption for SPEs no later than as of December 31, 2003, and (ii) the adoption of the 
remainder of the provisions by March 31, 2004 for companies with March 31 year ends. 
However, FPIs should be aware that there may be some changes to the effective dates 
based upon ongoing discussions between the IPTF and the SEC and FASB staffs. 
 
Scope Exception for an Inability to Obtain Information 
 
FIN 46(R) provides a scope exception such that an enterprise with an interest in an entity 
created before December 31, 2003 is not required to apply FIN 46(R) to the entity if, after 
making an exhaustive effort, it is unable to obtain the information necessary to (1) 
determine whether the entity is a variable interest entity  (VIE), (2) determine whether the 
enterprise is the VIE’s primary beneficiary, or (3) perform the accounting required to 
consolidate the VIE for which it is determined to be the primary beneficiary.  The scope 
exception in this provision applies only as long as the reporting enterprise continues to be 
unable to obtain the necessary information.  Certain disclosures must be made about 
interests in entities subject to this provision.  An enterprise that has not applied FIN 46 
under this scope exception and that subsequently obtains the information necessary to 
apply FIN 46(R) to that entity shall apply the provisions of FIN 46(R) as of the date the 
information is acquired. Please note that the SEC staff during AICPA’s 31st annual National 
Conference on SEC Developments stated that they would expect this exception to be 
"rarely" used. 
 
Scope Exception for Entities that are a Business 
 
A scope exception has been added to FIN 46(R) such that an entity that is deemed to be a 
business under the definition and discussion in EITF Issue No. 98-3, Determining Whether a 
Nonmonetary Transaction Involves Receipt of Productive Assets or of a Business (EITF 98-
3), as incorporated into FIN 46(R), need not be evaluated by a reporting enterprise to 
determine whether the entity is a VIE entity under FIN 46(R) unless any one of the following 
conditions exist: 
 

1. The reporting enterprise, its related parties [all parties in paragraph 16, except for 
de facto agents under item 16(d)(i)], or both participated significantly in the design 
or redesign of the entity.  However, this condition does not apply if the entity is an 
operating joint venture under joint control of the reporting enterprise and one or 
more independent parties or a franchisee. 

2. The entity is designed so that substantially all of its activities involve or are 
conducted on behalf of the reporting enterprise and its related parties. 

3. The reporting enterprise and its related parties provide more than half of the total of 
the equity, subordinated debt, and other forms of subordinated financial support to 
the entity based on an analysis of the fair values of the interests in the entity. 

4. The activities of the entity are primarily related to securitizations or other forms of 
asset-backed financings or single-lessee leasing arrangements. 
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Although this scope exception does not provide relief for all entities qualifying as a business 
under EITF 98-3, it provides significant relief for applying the provisions of FIN 46(R) to 
many entities.  Investors in franchises and joint ventures that have not provided more than 
half of the financial support, on a fair value basis, to the entity (and do not violate any of 
the other criteria) will not be required to apply FIN 46(R) to those entities.   
 
Removal of the Decision Maker Bias in Determining Expected Residual Returns and the 
Primary Beneficiary 
 
In FIN 46, fees to decision makers and certain guarantors were added to the expected 
residual returns based on the gross amount of the fees and not on a variability basis.  This 
calculation biased the analysis of determining the primary beneficiary (the enterprise that 
consolidates the VIE) towards the decision maker or guarantor as it increased the likelihood 
that they would receive a majority of the expected residual returns.  The decision maker 
and guarantor bias in the calculation of an entity’s expected residual returns has been 
removed from the paragraph 8 calculation, and the description of the calculation has been 
clarified.  In addition, the FASB has added guidance for determining when a fee to a 
decision maker is or is not considered a variable interest. 
 
This change effectively results in expected losses always equaling expected residual returns 
at the entity level.  It also provides significant relief for enterprises that were concerned 
with consolidating a VIE simply due to the addition of gross fees in the expected residual 
return calculation, such as asset managers of certain mutual funds, trusts, collateral debt 
obligation structures, etc.   
 
Appendix B is Replaced 
 
Appendix B of FIN 46 has been revised in FIN 46(R) to clarify the descriptions of variable 
interests.  This may change the way companies are interpreting whether their interest in an 
entity is a variable interest. 
 
Other Changes in FIN 46(R) 

 
• The addition of a scope exception for consolidation by a business enterprise of 

governmental organizations and financing vehicles established by governmental 
organizations under certain circumstances.  

 
• Clarification that troubled debt restructurings are not events that require the 

reconsideration of whether the entity involved is a VIE or whether an enterprise is 
the primary beneficiary (PB) of the entity. 

 
• Changes to paragraphs 5 and 9 to emphasize the importance of performing a 

qualitative analysis of the sufficiency of the equity investment at risk prior to 
undertaking a quantitative analysis in order to determine whether an entity is a VIE. 

 
• Changes to the list of reconsideration events in paragraphs 7 and 9. 
 
• Changes to the related party guidance, including clarification of the circumstances 

under which a de facto agency relationship is created and new factors to consider in 
determining which party in a related party group is most closely associated with the 
entity and is therefore the PB of an entity. 

 
• A new requirement to recognize goodwill upon the initial consolidation of a variable 

interest entity that is a business.   
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Additional Deloitte technical interpretations of FIN 46(R) will be issued on Deloitte 
Accounting Research Tool (DART) in February 2004.  
 
Back to top
 
Financial Accounting Standards Board (FASB) recently issued Statement on 
Employers’ Disclosures about Pensions and Other Postretirement Benefits 
 
The FASB issued in December 2003 a final Statement on Employers’ Disclosures about 
Pensions and Other Postretirement Benefits, an amendment of FASB Statements No. 87, 88, 
and 106, and a revision of FASB Statement No. 132 (SFAS 132(R)). The effective dates for 
the new disclosure requirements will vary depending on whether the plan is Domestic, 
Foreign or of non-public entities. A plan can be either foreign or domestic depending on the 
domicile of the issuer - e.g., a South African company would treat a South African plan as 
domestic and a UK plan as foreign. 
 
In order to clarify its position, the FASB has posted the following item to its FAQs. 
 

Q17. What constitutes a foreign plan, for purposes of applying the effective 
date of this Statement? 
 
A foreign plan, for the purposes of applying Statement 132(R), is one that is outside the 
country of a company's domicile.  For example, in applying Statement 132(R), a German 
company may delay disclosure of plans outside of Germany. The same meaning of 
domestic and foreign plans applies to paragraph 7 of Statement 132(R), which 
addresses whether foreign and domestic plans should be combined or presented 
separately. 

 
Using this example, a German company with a calendar year-end would provide additional 
disclosure required to comply with Statement 132(R) for its German defined benefit plans in 
its 2003 financial statements, but need not provide additional disclosures for its non-
German plans, including US plans, until 2004. 
 
In summary, SFAS 132(R) applies to Domestic Plans for fiscal years ending after December 
15, 2003, except for the disclosures on expected future benefits to be paid for each of the 
next five years, which is effective from June 6, 2004.  
 
Foreign Plans are subject to the provisions of SFAS 132(R) for fiscal years ending after June 
15, 2004, except for interim period disclosures requirements, which are effective for interim 
periods beginning after December 15, 2003. The effective dates of the new disclosure 
requirements for pension plans of non-public entities follow the ones set out for Foreign 
Plans, except that the disclosure of separate components of net periodic and other 
postretirement benefit costs is not required for such plans. 
 
The new disclosure requirements are summarised as follows: 
   
Plan Assets

 Information about major asset categories, at minimum, equity securities, debt 
securities, real estate, all other assets. 

 Narrative description of investment policies, including target allocation, if used. 

 Narrative description of basis used to determine expected long-term rate of return 
on assets assumption. 

 If considered useful, disclosure of additional asset categories and additional 
information about specific assets within a category to permit understanding of 
market risks and rates of return. 
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Obligations

 Accumulated benefit obligation (for defined benefit pension plans). 

 Expected future benefits to be paid for each of the next five years and in the 
aggregate for the succeeding five years thereafter.  These amounts should be 
estimated using the same assumptions used to measure the company’s year-end 
benefit obligation and include an estimate of future employee service. 

 Best estimate of contributions expected to be paid to fund the plan for the next 
year.  Amounts should be presented in the aggregate combining (1) contributions 
required by funding regulations or laws (2) discretionary contributions, and (3) 
noncash contributions. 

Other

 Assumptions [assumed discount rates, rates of compensation increase (for pay-
related plans) expected long-term rates of return on plan assets], shown in a 
tabular format, used to determine the benefit obligation and the net benefit cost.  

 Measurement dates used to determine pension and other postretirement benefit 
measurements that make up at least the majority of the plan assets and benefit 
obligations. 

 
 
Interim Period Disclosures

 Separate components of net periodic and other postretirement benefit costs—
service cost, interest cost, expected return on plan assets, amortization of 
unrecognized transition obligation or transition asset, amount of recognized gains 
or losses, amount of prior service cost recognized, amount of gain or loss due to a 
settlement or curtailment. 

 Contributions paid, expected to be paid during the current fiscal year if 
significantly different from amounts previously disclosed in the year-end financial 
statements. 

 
Back to top

 
FASB Issues More Staff Positions (FSPs) 
 
The FASB staff receives questions regarding the appropriate application of FASB literature. 
Beginning in February 2003, the FASB staff began issuing application guidance through 
FSPs. The following FSPs were issued in November and December 2003: 
 
Relating to FIN 45 - 
 

• Whether FASB Interpretation No. 45, Guarantor’s Accounting and Disclosure 
Requirements for Guarantees, Including Indirect Guarantees of Indebtedness of 
Others, provides support for subsequently accounting for a guarantor’s liability at fair 
value. (December 10, 2003) 

 
On December 10, 2003, the FASB posted FSP FIN 45-2 to its website. This FSP states that 
FIN 45 may not be cited as support in justifying the use of fair value in accounting for the 
guarantor's liability for its obligations subsequent to the issuance of a guarantee. FIN 45 
addresses the measurement of the guarantor's liability only at the inception of the 
guarantee, that is, its initial measurement upon initial recognition. Click here to access the 
full text of this FSP. 
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Relating to SFAS 150 - 
 

• Effective date, disclosures, and transition for mandatorily redeemable financial 
instruments of certain nonpublic entities and certain mandatorily redeemable 
noncontrolling interests under FASB Statement No. 150, Accounting for Certain 
Financial Instruments with Characteristics of Both Liabilities and Equity. (November 
7, 2003) 

 
On November 7, 2003, the FASB posted FSP FAS 150-3 to its website. This FSP defers the 
effective date for applying the provisions of SFAS 150 for mandatorily redeemable financial 
instruments of certain nonpublic entities and certain mandatorily redeemable noncontrolling 
interests. For financial instruments, issued by nonpublic entities that are not SEC 
registrants, that are mandatorily redeemable on fixed dates for amounts that either are 
fixed or are determined by reference to an interest rate index, currency index, or another 
external index, the classification, measurement, and disclosure provisions of SFAS 150 will 
become effective for fiscal periods beginning after December 15, 2004. For all other 
mandatorily redeemable financial instruments issued by nonpublic entities that are not SEC 
registrants, the classification, measurement, and disclosure provisions of SFAS 150 are 
deferred indefinitely, pending further FASB action. 
 
FSP FAS 150-3 also defers the effective date of SFAS 150 for certain mandatorily 
redeemable noncontrolling interests of all entities, public and nonpublic. For mandatorily 
redeemable noncontrolling interests that would not have to be classified as liabilities by the 
subsidiary under the "only upon liquidation" exception in paragraph 9 of SFAS 150 but 
would be classified as liabilities by the parent in consolidated financial statements, the 
classification and measurement provisions of SFAS 150 are deferred indefinitely, pending 
further FASB action. For other mandatorily redeemable noncontrolling interests that were 
issued before November 5, 2003, the measurement provisions of SFAS 150 are deferred 
indefinitely, both for the parent in consolidated financial statements and for the subsidiary 
that issued the instruments that result in the mandatorily redeemable noncontrolling 
interest, pending further FASB action. For those instruments, the measurement guidance for 
redeemable shares and noncontrolling interests provided by other authoritative literature 
(e.g., Topic D-98 in the EITF Abstracts) continues to apply during the deferral period. 
However, the classification provisions are not deferred. 
 
For mandatorily redeemable financial instruments that were created before the effective 
date designated by SFAS 150 (or in this FSP) for those instruments and that still exist at the 
beginning of the period in which SFAS 150 is adopted for those instruments, the transition 
should be recognized by reporting the cumulative effect of a change in an accounting 
principle by initially measuring the financial instruments at fair value or other measurement 
attribute required by SFAS 150. Early adoption of the provisions of SFAS 150 for 
instruments within the scope of the indefinite deferrals established by this FSP is precluded 
during the deferral period, and entities that have already adopted SFAS 150 for instruments 
within the scope of that indefinite deferral should reverse the effects of that adoption 
(including both the initial cumulative effect upon adoption and the subsequent recognition of 
related interest costs). That reversal may be reported either by recognizing the cumulative 
effect of the reversal or by restating financial statements for periods presented subsequent 
to the original adoption of SFAS 150. Click here to access the full text of this FSP. 
 

• Issuers' accounting for employee stock ownership plans under FASB Statement No. 
150, Accounting for Certain Financial Instruments with Characteristics of both 
Liabilities and Equity. (November 7, 2003) 

 
On November 7, 2003, the FASB posted FSP FAS 150-4 to its website. This FSP states that 
employee stock ownership plan (ESOP) shares that are mandatorily redeemable or 
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freestanding agreements to repurchase ESOP shares are not within the scope of SFAS 150. 
Those shares are excluded from the scope of SFAS 150, because they are accounted for 
under AICPA Statement of Position No. 93- 6, Employers' Accounting for Employee Stock 
Ownership Plans, or its related guidance through the point of redemption. 
The guidance in FSP FAS 150-4 is effective for financial statements issued after November 
7, 2003. If applying this FSP results in changes to previously reported information, the 
cumulative effect of the accounting change should be reported as of the beginning of the 
first period beginning after November 7, 2003. Click here to access the full text of this FSP. 
 
Relating to SFAS 144 - 
 

• Determination of cost basis for foreclosed assets under FASB Statement No. 15, 
Accounting by Debtors and Creditors for Troubled Debt Restructurings, and the 
measurement of cumulative losses previously recognized under Paragraph 37 of 
FASB Statement No. 144, Accounting for the Impairment or Disposal of Long-Lived 
Assets. (November 11, 2003) 

 
On November 11, 2003, the FASB posted FSP FAS 144-1 to its website. This FSP states that 
a valuation allowance for a loan collateralized by a long-lived asset should not be carried 
over as a separate element of the cost basis for purposes of accounting for the long-lived 
asset under SFAS 144 subsequent to foreclosure. Upon foreclosure, the lender must 
measure the long-lived asset received in full satisfaction of a receivable at fair value less 
cost to sell as prescribed by SFAS 15. 
 
The guidance in FSP FAS 144-1 is effective as of November 11, 2003. If applying this FSP 
results in changes to previously reported information, the cumulative effect of the 
accounting change should be reported as of the beginning of the first period ending after 
November 11, 2003. Click here to access the full text of this FSP. 
 
So far, the FASB has issued seven FSPs on FIN 46, two on FIN 45, four on SFAS 150, one 
on SFAS 146, one on SFAS 144, Accounting for Costs Associated with Exit or Disposal 
Activities and one on SFAS 140, Accounting for Transfers and Servicing of Financial Assets 
and Extinguishments of Liabilities. Consult past newsletters to find out more about some of 
the previously issued FSPs. 
 
Back to top

 
Recent EITF meeting 
 
Following is a list of consensuses reached, other Issues discussed, and administrative 
discussions from the November 12-13, 2003 EITF meeting. Further information about the 
EITF and the Issues discussed below can be found on the FASB's website at 
http://www.fasb.org/eitf. In addition, Deloitte publishes the EITF Roundup newsletter, which 
provides an overview of consensuses reached and discussions held at EITF meetings. 
 
EITF Issues on which consensuses (or partial consensuses) were reached:

 Issue 03-01, The Meaning of Other-Than-Temporary Impairment and Its Application 
to Certain Investments. Partial consensus reached on disclosures for securities 
subject to SFAS No. 115, Accounting for Certain Investments in Debt and Equity 
Securities, and SFAS No. 124, Accounting for Certain Investments Held by Not-for-
Profit Organizations, applicable for financial statements for fiscal years ending after 
December 15, 2003. 

 Issue 03-10, Application of EITF Issue No. 02-16, Accounting by a Customer 
(Including a Reseller) for Certain Consideration Received from a Vendor, by Resellers 
to Sales Incentives Offered to Consumers by Manufacturers 
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 Issue 03-12, Impact of FASB Interpretation No. 45, Guarantor's Accounting and 
Disclosure Requirements for Guarantees, Including Indirect Guarantees of 
Indebtedness of Others, on EITF Issue No. 95-1, Revenue Recognition on Sales with 
a Guaranteed Minimum Resale Value 

 
Other EITF issues discussed:

 Issue 02-14, Whether the Equity Method of Accounting Applies When an Investor 
Does Not Have an Investment in Voting Stock of an Investee but Exercises 
Significant Influence through Other Means 

 Issue 03-06, Participating Securities and the Two-Class Method under FASB 
Statement No. 128, Earnings per Share 

 Issue 03-09, Interaction of Paragraphs 11 and 12 of FASB Statement No. 142, 
Goodwill and Other Intangible Assets, Regarding Determination of the Useful Life and 
Amortization of an Intangible Asset 

 Issue 03-13, Applying the Conditions in Paragraph 42 of FASB Statement No. 144, 
Accounting for the Impairment or Disposal of Long-Lived Assets, in Determining 
Whether to Report Discontinued Operations 

 Issue 03-14, Participants' Accounting for Emissions Allowances under a "Cap and 
Trade" Program 

 Issue 03-16, Accounting for Investments in Limited Liability Companies 
 Issue 03-17, Subsequent Accounting for Executory Contracts Recorded on an Entity's 

Balance Sheet 
 
Back to top

 
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.  The Task Force met on November 
25, 2003 and discussed the following agenda items.  Highlights of the meeting will be 
available for DART subscribers once finalized. 
 
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 

 
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  
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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. 
 
Back to top

 
SEC AND OTHER REGULATORY MATTERS 
 
Oversight of Non-U.S. Accounting Firms - PCAOB Issues Proposed Rules 
 
On December 9, 2003, the Public Company Accounting Oversight Board voted unanimously 
to propose for public comment rules relating to the inspection and investigation of non-U.S. 
public accounting firms. The Board also voted unanimously to propose extending the 
registration for non-U.S. firms by 90 days to July 19, 2004.  
 
Section 106(a) of the Sarbanes-Oxley Act of 2002 provides that any non-U.S. public 
accounting firm that prepares or furnishes an audit report with respect to any U.S. public 
company is subject to the Act and rules of the Board and the Securities and Exchange 
Commission, in the same manner and to the same extent as a public accounting firm that is 
organized and operates under the laws of any state in the United States.  
 
The Board has previously recognized that certain aspects of the registration, inspection, 
investigation and adjudication provisions of the Act and the Board's rules raise special 
concerns for non-U.S. accounting firms. In an effort to address such concerns, the Board 
has developed a framework under which, with respect to non-U.S. firms, the Board could 
implement the Act's provisions by relying, to an appropriate degree, on a non-U.S. system.  
 
Inspections  
 
Section 104(a) of the Act directs the Board to conduct a continuing program of inspections 
to assess the degree of compliance of each registered public accounting firm and associated 
persons of that firm with the Act, the Board's and the Commission's rules, and professional 
standards in connection with the performance of audits, the issuance of audit reports, and 
related matters involving U.S. public companies. In conducting an inspection, Section 
104(d) of the Act directs the Board to take specific steps regarding its inspections.  
 
The Board recognizes that inspections conducted under PCAOB Rules 4001 and 4002 raise 
special concerns for non-U.S. registered firms, such as unnecessarily duplicative costs and 
potential conflicts of law. Accordingly, as explained in its Oct. 28 briefing paper, the Board 
believes that it is "necessary or appropriate in the public interest or for the protection of 
investors" to develop an efficient and effective cooperative arrangement where reliance may 
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be placed, to the maximum extent consistent with the independence and rigor of the home 
country system, on an inspection of a non-U.S. registered firm conducted by such system.  
 
As a general matter, the proposed rule would permit the Board to rely on the work of 
oversight systems in other jurisdictions, based on a sliding scale: the more independent and 
more rigorous a local oversight system, the greater the Board's reliance on that system. 
These principles include the adequacy and integrity of the system; the independence of the 
system's operation from the auditing profession; the nature of the system's source of 
funding; the transparency of the system, and the system's historical performance.  
 
The proposed rule also provides that the Board evaluate its discussions with the non-U.S. 
inspecting body concerning an inspection work program for the registering firm. The 
proposed rule also contemplates that the Board weigh heavily the non-U.S. inspecting 
entity's willingness to agree to an inspection work program that meets certain 
requirements.  
 
The allocation of work between the PCAOB staff and the non-U.S. staff, under the proposed 
rule, would vary depending on the independence and rigor of the non-U.S. system. In 
jurisdictions with the highest level of independence and rigor, the inspection work program 
would be executed by the local inspecting body with the participation of experts designated 
by the Board. PCAOB participation would be greater in those jurisdictions with less 
independent and less rigorous systems of oversight. In jurisdictions where auditor oversight 
is conducted solely by a profession-organized peer review system, the Board would direct 
PCAOB staff to execute the inspection work program, but could permit some assistance from 
the non-U.S. peer review body, which would execute certain agreed-upon modules of the 
program.  
 
In a related action, the Board proposed permitting a non-U.S. accounting firm to provide the 
Board with preliminary information about the applicant's home country oversight system. 
The proposal would allow the firm to include with its registration application the name and 
address of the applicant's non-U.S. registrar or any other authority responsible for the 
regulation of the applicant's practice of accounting, including any authority that inspects the 
applicant.  
 
Investigations  
 
The proposed rule provides that, in carrying out its investigative responsibilities under 
Section 105(b) of the Act, the Board may, in appropriate circumstances, rely upon the 
investigation or sanction, if any, of a foreign registered public accounting firm by a non-U.S. 
authority.  
 
In addition to the Board's assessment of the circumstances at hand, the application of the 
proposed rule may depend on the non-U.S. body's willingness and authority to provide the 
Board or the Director of Enforcement and Investigations with access to the evidence 
gathering in its investigation. In addition, reliance pursuant to the proposed rule would 
depend, in part, on the independence and rigor of the non-U.S. investigatory authority. 
Further, because the Board may not always be in a position to wait until the close of the 
non-U.S. authority's inquiry for deciding whether to commence its own investigation, the 
non-U.S. authority's willingness to share information and to update the Board during the 
investigation may also be relevant to the application of the proposed rule.  
 
Finally, the proposed rule contemplates that circumstances may require that the PCAOB 
conduct an investigation of the audit work of a non-U.S. registered public accounting firm, 
or an associated person of such a firm and does not limit the Board's authority under PCAOB 
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Rule 5200 to commence disciplinary proceedings whenever it appears to the Board such 
action is warranted.  
 
The Board will consider comments before adopting the rules and will submit the proposals to 
the SEC for approval pursuant to Section 107 of the Act. Proposals and comments will be 
available on the Board's Web site at www.pcaobus.org under Rulemaking. 

Back to top

 
 
WEBCASTS 
 

The following webcast was available at the date this newsletter was released, however it 
may become unavailable shortly afterwards. 

 

The Growing Relationship Between Internal Audit, the Audit Committee, and 
Management 
 
The Financial Executives Research Foundation’s panel of company executives, Deloitte 
partners, and an audit committee member will use real-life examples to: (a) describe how 
they have seen internal audit’s role evolve over the years and what role it now plays in 
today's environment, (b) discuss what they see as the anticipated interaction of internal 
audit with the audit committee and management, including internal audit's role as it relates 
to the sign-off on 404 internal controls and the audit committee's role in assessing the 
control environment, and (c) provide examples of current best practices. To register, click 
on http://www.fei.org/tc/. Once registered, you will receive a response containing access 
information. 
 

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
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 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

 
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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