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The purpose of this publication is to briefly
describe key regulatory and professional devel-
opments that have recently occurred in the field
of accounting and to provide links to locations
where additional information can be found on
each topic. Readers seeking additional information
about a topic should review the information
referred to in the hyperlinks and not rely on the
descriptions included in this communication.

Deloitte & Touche LLP is not, by means of this
publication, rendering accounting, business,
financial, investment, legal, tax, or other profes-
sional advice or services. This publication is not a
substitute for such professional advice or services,
nor should it be used as a basis for any decision
or action that may affect your business. Before
making any decision or taking any action that
may affect your business, you should consult a
qualified professional advisor.

Deloitte & Touche LLP shall not be responsible for
any loss sustained by any person who relies on
this publication.

May 27, 2002

FASB Issues Exposure Draft Expanding Disclosures of Loan Guarantees

On May 22, 2002, the Financial Accounting Standards Board (FASB or "the Board")
issued an Exposure Draft of a proposed Interpretation, Guarantor's Accounting and
Disclosure Requirements for Guarantees, Including Indirect Guarantees of Indebtedness
of Others, an interpretation of FASB Statements No. 5, 57, and 107.

The proposed Interpretation would improve, expand, and clarify disclosures about
loan guarantees. It would also require that, upon issuance of a guarantee, a Company
recognize a liability for the fair value of its obligations for issuing that guarantee. The
proposed Interpretation does not address how the subsequent measurement of the
guarantor's recognized liability should be treated. The proposed Interpretation would
incorporate the guidance in FASB Interpretation (FIN) No. 34, Disclosure of Indirect
Guarantees of Indebtedness of Others, without modification and supersede FIN 34.
Provisions related to recognition of  a liability at inception for the fair value of the guarantor's
obligations would not apply to product warranties or to guarantees accounted for as
derivatives. In addition, the proposed guidance would not be applicable to guarantee
contracts issued by insurance or reinsurance companies, a lessee's residual value guarantee
embedded in a capital lease, contingent rents, and price rebates. However, disclosure of
such guarantees would be covered by the proposed Interpretation. 

The proposed effective date would be interim or annual periods ending after October 15,
2002. The effective date of the incorporated guidance from FIN 34 would continue to be
required for fiscal years ending after June 15, 1981 (the original effective date). Comments
on the Exposure Draft should be received by June 21, 2002. The Exposure Draft can be
obtained at http://www.fasb.org/draft/ed_prop_interp_guarantees.pdf.

FASB Completes Redeliberations on Obligations Associated With Disposal Activities

At its May 15, 2002 meeting, the FASB substantially completed its redeliberations
regarding certain liability issues in the Exposure Draft of a proposed Statement of
Financial Accounting Standard (SFAS), Accounting for the Impairment or Disposal of
Long-Lived Assets and for Obligations Associated with Disposal Activities.

The Board reached the following tentative conclusions:

• Entities would be required to measure the liability recognized for a cost associated
with a disposal activity at fair value in periods subsequent to its initial measurement.

• The final SFAS would not apply to one-time termination benefits granted in the
form of an enhancement to an ongoing benefit plan that are covered by other
accounting pronouncements.

• The final SFAS would state that the inability to determine the fair value of the liability
for a cost associated with a disposal activity would be considered "unusual."

• A liability would be recognized for contract terminations when the entity effectively
terminates the contract in accordance with the contract terms, or for leased property
when leased property ceases to be used in operations, rather than at the date of an
entity's commitment to a disposal plan.

http://www.fasb.org/draft/ed_prop_interp_guarantees.pdf
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• Segment disclosures should include the total amount of costs expected to be incurred in connection with a
disposal activity.

The final SFAS, which is expected to be issued by July 31, 2002, would be effective for transactions initiated after
December 31, 2002.

New Project on Revenue and Liability Recognition Added to FASB Agenda

Also at its May 15, 2002 meeting, the FASB agreed to add to its technical agenda a project on revenue and liability
recognition, which will focus primarily on recognition issues that generally apply to business entities. Certain transactions
or industries may be excluded from the project if the Board decides further study is needed. The Emerging Issues
Task Force will continue to provide interim guidance in this area, as this project could take two to three years to
complete.

FASB Clears AcSEC Documents on Insurance Enterprises and Certain Health Care Organizations

Also at the May 15, 2002 meeting, the Board discussed and cleared the following documents of the Accounting
Standards Executive Committee (AcSEC) of the American Institute of Certified Public Accountants (AICPA), subject
to certain changes:  (1) a Prospectus for a proposed Statement of Position (SOP), Accounting for Purchase Business
Combinations Involving Insurance Enterprises, Including Certain Reinsurance Transactions that are in Substance
Business Combinations, and (2) a Prospectus and a related Exposure Draft of a proposed SOP, Accounting for
Derivative Instruments and Hedging Activities by Not-for-Profit Health Care Organizations, and Clarification of
the Performance Indicator.

FASB Issues Exposure Draft on Acquisitions of Certain Financial Institutions

On May 10, 2002, the FASB issued an Exposure Draft (ED) of a proposed SFAS, Acquisitions of Certain Financial
Institutions, that would amend SFAS No. 72, Accounting for Certain Acquisitions of Banking or Thrift Institutions,
SFAS No. 144, Accounting for the Impairment or Disposal of Long-Lived Assets, and FASB Interpretation (FIN)
No. 9, Applying APB Opinions No. 16 and 17 When a Savings and Loan Association or a Similar Institution Is
Acquired in a Business Combination Accounted for by the Purchase Method.

Specifically, the proposed SFAS would require that financial institution acquisitions, except for transactions
between two or more mutual enterprises (i.e., those not investor owned), be accounted for under SFAS No. 141,
Business Combinations, and SFAS No. 142, Goodwill and Other Intangible Assets, rather than under SFAS 72 and
FIN 9. In addition, the proposed SFAS would amend SFAS 144 to include within its scope certain intangible assets
associated with long-term customer relationships, such as credit cardholder and depositor and borrower relationships.

The ED's proposed amendments to SFAS 72 and FIN 9 would be effective for transactions completed after a
final Statement is issued, while the amendment to SFAS 144 would be effective upon the final Statement's
issuance. 

The Exposure Draft can be obtained on the FASB's website at http://www.fasb.org/draft/ed_acquisitions_fin.pdf.
Comments on the Exposure Draft should be received by June 24, 2002.

FASB Clarifies SFAS 133 Implementation Issue

At its May 8, 2002 meeting, the Board did not object to modifications proposed by the FASB staff to clarify the
effective date of SFAS No. 133 Implementation Issue No. A14, "Derivative Treatment of Stock Purchase Warrants
Issued by a Company for Its Own Shares of Stock Where the Subsequent Sale or Transfer Is Restricted." The change
clarifies that warrants issued before August 1, 2001 are not subject to the revisions made to Implementation Issue A14
on April 9, 2002 and June 29, 2001.
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FASB Continues Discussions on Special-Purpose Entities and Combinations of Mutual Enterprises

Also at its May 8, 2002 meeting, the FASB continued its discussions of the following topics and reached the indicated
tentative conclusions, some of which may revise or reverse tentative conclusions reached at previous meetings.

Proposed Interpretation of Accounting Research Bulletin No. 51, Consolidated Financial Statements, and SFAS No. 94, Consolidation
of All Majority-Owned Subsidiaries, Concerning Certain Accounting Issues Relating to Special-Purpose Entities (SPEs)

• Additional guidance should be developed to identify circumstances in which an SPE may be designed to
diversify risks to such an extent that no entity should consolidate it. 

• Related parties with variable interests in the same SPE should consider each other's interest as its own in
determining whether it is the primary beneficiary.

• An SPE accounted for under the equity method by a substantive operating entity is not exempt from consolidation
by the SPE's primary beneficiary. 

• An entity with a contractual or ownership relationship with an SPE should reconsider at each reporting date
whether it is the primary beneficiary and, if so, whether it should consolidate the SPE. 

• Financial statements of prior periods should not be restated for changes in SPE consolidation resulting from
such reconsideration.

Measurement Issues Related to How the Purchase Method of Accounting Should Be Applied to Combinations of Mutual
Financial Institutions

• The fair value of the acquired enterprise "taken as a whole" should be used in accounting for a combination
of mutual financial institutions in which interests are exchanged and no observable and measurable
exchange price is available.

Note: Tentative conclusions of the FASB are subject to change at future Board meetings and do not affect cur-
rent accounting requirements. Official positions of the FASB are determined only after extensive deliberation and
due process, including a formal vote by written ballot to issue a Statement, Interpretation, or Exposure Draft.

Further information about the FASB can be obtained at the FASB's website, http://www.fasb.org.

SEC Rule Amendments Require EDGAR Filings for Foreign Issuers

On May, 8, 2002, the U.S. Securities and Exchange Commission (SEC) adopted rule amendments that require
foreign companies and foreign governments to file electronically, via the SEC's Electronic Data Gathering, Analysis
and Retrieval (EDGAR) system, most of their securities documents, including registration statements under the
Securities Act of 1933 and registration statements, reports, and other documents under the Securities and Exchange
Act of 1934.

The rule amendments contain additional requirements for specialized filings by foreign entities and eliminate
the requirement for first-time EDGAR filers, whether foreign or domestic, to submit a paper copy of their electronic
filings.

The rule amendments generally apply to covered documents filed or submitted on or after November 4, 2002.
However, affected filers are encouraged to submit test filings or to begin electronic filing on a voluntary basis before
that date. 

A copy of the rule amendments can be obtained on the SEC's website at http://www.sec.gov/rules/final/33-8099.htm.

http://www.fasb.org
http://www.sec.gov/rules/final/33-8099.htm
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IASB Issues Exposure Draft on Improvements Project

On May 15, 2002, the International Accounting Standards Board (IASB) issued an Exposure Draft, Proposed
Improvements to International Accounting Standards, which would amend 12 of the 34 existing International
Accounting Standards (IAS).

The Exposure Draft is an interim step in the IASB's project to improve the clarity and consistency of IAS by resolving
narrow, but substantial, practice issues. If adopted as exposed, the proposed amendments would, among other things:

• Extend the existing definition of related parties to include joint ventures and pension plans.

• Prohibit items of income or expense from being labeled extraordinary. 

• Revise and expand existing guidance on the calculation of earnings per share.

• Prohibit the use of the last-in, first-out (LIFO) method of inventory costing.

• Require voluntary changes in accounting policies and corrections of errors to be accounted for by retroactive
restatement of the financial statements. (Under existing standards, such changes and corrections may be
accounted for either retroactively or in current income.)

• Provide guidance to entities whose managements conclude that strict compliance with an IAS or Interpretation
would violate local laws or result in a misleading financial presentation.

• Require disclosure of (1) critical judgments used by management in applying accounting policies and (2) key
assumptions made by management about uncertainties that could cause material adjustments in the carrying
amounts of assets and liabilities.

The amendments would be effective for annual financial statements covering periods beginning on or after January 1,
2003, with earlier adoption encouraged.

The Exposure Draft can be obtained on the IASB's website at  http://www.iasc.org.uk/docs/imp-02/02-imp-ed.pdf.
Comments should be received by September 16, 2002.

Further information about the IASB can be obtained on the IASB's website at http://www.iasc.org.uk and on
Deloitte & Touche's IAS Plus website at http://www.iasplus.com/index.htm.

Deloitte & Touche Updates Its IASB "Pocket Book"

Deloitte & Touche recently updated its publication, IAS in Your Pocket, which contains useful information
about the IASB's history, structure, and due process. The publication also summarizes the requirements of each
IASB Standard and Interpretation, discusses the extent to which IASB literature has been adopted around the
world, and presents background information and key tentative conclusions on each IASB project in progress.

IAS in Your Pocket can be obtained on Deloitte & Touche's IAS Plus website at
http://www.iasplus.com/resource/pocket.pdf.
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