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GAAP Matters 
FASB Issues FSP FAS 129-1, 
Disclosure Requirements Under 
FASB Statement No. 129, Disclosure 
of Information About Capital 
Structure, Relating to Contingently 
Convertible Securities 
On April 9, 2004, the FASB issued FSP FAS 
129-1 to provide disclosure guidance for 
contingently convertible securities, including 
those instruments with contingent conversion 
requirements that have not been met and 
otherwise are not required to be included in 
the computation of diluted earnings per 
share. The FSP addresses concerns that 
disclosures relating to contingently 
convertible securities are inconsistent 
between companies or may be inadequate. 
Read more on FSP FAS 129-1 below. 

 
FASB Issues FSP FIN 46(R)-4, 
Technical Correction of FASB 
Interpretation No. 46 (revised 
December 2003), Consolidation of 
Variable Interest Entities, Relating to 
Its Effects on Question No. 12 of EITF 
Issue No. 96-21, Implementation 
Issues in Accounting for Leasing 
Transactions Involving Special-
Purpose Entities 
On April 30, 2004, the FASB issued FSP FIN 
46(R)-4, which discusses the partial 
nullification of Question No.12 of EITF Issue 
96-21 by FIN 45, Guarantor's Accounting and 
Disclosure Requirements for Guarantees, 
Including Indirect Guarantees of 
Indebtedness of Others.  Appendix F of FIN 
46R fully nullified Question 12. In Question 
12 the EITF specifies how a guarantor-

lessee should account for a residual value 
guarantee of real estate under an operating 
lease. The nullification identified in Appendix 
F of FIN 46R was incorrect in that the 
nullification should apply only to a guarantor-
lessee that is the primary beneficiary of a 
lessor that is a variable interest entity.  A 
guarantor-lessee that is not the primary 
beneficiary of the lessor under FIN 46R 
should continue to apply the Question 12 
guidance for the timing of the accrual for a 
contingent loss under the guarantee.  This 
FSP should be applied in accordance with 
the effective date and transition provisions in 
FIN 46R.  Click here for the full text of FSP 
FIN 46(R)-4. 

 
FASB Issues FSP FAS 141-1 and FAS 
142-1, Interaction of FASB 
Statements No. 141, Business 
Combinations, and No. 142, Goodwill 
and Other Intangible Assets, and 
EITF Issue No. 04-2, Whether Mineral 
Rights are Tangible or Intangible 
Assets 
On April 30, 2004, the FASB issued FSP 
FAS 141-1 and FAS 142-1, "Interaction of 
FASB Statements No. 141, Business 
Combinations, and No. 142, Goodwill and 
Other Intangible Assets, and EITF Issue No. 
04-2, Whether Mineral Rights Are Tangible 
or Intangible Assets. This FSP was issued to 
address inconsistencies between the 
consensus reached for EITF 04-2 and 
guidance provided in SFAS 141 and 142 to 
conform them to the EITF consensus that 
certain mineral rights are tangible assets. 
The guidance in this FSP should be applied 
to the first reporting period beginning after 
April 29, 2004.  If adopting the FSP results in 
recharacterization of an asset, prior period 
amounts in the statement of financial position 
should be reclassified, and any effects on
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carrying value of the asset over its current fair 
value.  However, equity method investments 
are specifically excluded from the scope of 
SFAS No. 144. In addition, it is inappropriate 
to use an undiscounted cash flow approach 
because valuation methods based on this 
approach fail to incorporate the time value of 
money and often fail to incorporate the risk 
premiums demanded by market participants 
for the investment. Read more on this below. 

 

SEC and Other 
Regulatory Matters 
SEC adopts Foreign Bank Exemption 
from the Insider Lending Prohibition 
of Section 402 of Sarbanes-Oxley Act  
On April 13, 2004, the SEC adopted a rule that 
would exempt foreign banks from the insider 
lending prohibition of Exchange Act Section 
13(k), as added by Section 402 of the 
Sarbanes-Oxley Act. This Section prohibits 
both domestic and foreign issuers from making 
or arranging for loans to their directors and 
executive officers unless the loans fall within 

standards are five temporary rules adopted by 
PCAOB on April 16, 2003 that directed 
registered public accounting firms to comply 
with the then-existing generally accepted 
standards on auditing, attestation, quality 
control, ethics and independence adopted on 
an initial, transitional basis. Specifically, the 
proposed technical amendments add the 
phrase "to the extent not superseded or 
amended by the Board" to each of the Board's 
interim standards rules. The SEC approved 
the technical amendments as proposed. Click 
here for the full text of the Rule.  
 

PCAOB Forms Standing Advisory 
Group 
On April 15, 2004, the PCAOB formed the 
Standing Advisory Group to assist the Board in 
carrying out its standard setting 
responsibilities. The Group is composed of 30 
individuals with expertise in areas such as 
accounting, auditing, finance, etc., and will 
provide guidance to the Board on standard 
setting priorities and policy implications of 
existing and proposed standards. Further 
information about the PCAOB can be found on 

GAAP Matters 
FASB Issues FSP FAS 129-1, 
Disclosure Requirements Under FASB 
Statement No. 129, Disclosure of 
Information About Capital Structure, 
Relating to Contingently Convertible 
Securities 
FSP FAS 129-1 notes that to comply with the 
requirements of SFAS 129, the significant 
terms of the conversion features of the 
contingently convertible security should be 
disclosed to enable users of financial 
statements to understand the circumstances of 
the contingency and the potential impact of 
conversion. Companies’ disclosures should 
include: 

• Events or changes in circumstances that 
would cause the contingency to be met and 
any significant features necessary to 
understand the conversion rights and the 
timing of those rights (e.g., the periods in 
which (1) the contingency might be met and 
(2) the securities may be converted if the 
contingency is met) 
 
2   continued on next page. 

http://www.pcaobus.org
http://www.sec.gov/rules/pcaob/34-49624.htm
http://www.sec.gov/rules/pcaob/34-49624.htm
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SEC STAFF COMMENTS 

1.  Please supplementally provide an analysis 
of all tax reserves recorded in your financial 
statements.  As part of your response, please 
include the following: 

• The amount of each specific tax reserve 
recorded and the date it was recorded 

• A description and analysis of the tax issue 
and the alternative viewpoints underlying 
each specific tax reserve 
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