
January 23, 2003 EITF Meeting

The EITF addressed the following six issues and several administrative matters at its January
23, 2003 meeting. EITF consensuses reached will be subject to ratification by the FASB. Issues
will be presented two weeks after the EITF meeting at the FASB's regular weekly meeting.
Consensuses will not be effective until ratified. 

The entire text of the Deloitte & Touche-prepared EITF minutes, including details of the
consensuses reached and other viewpoints, is available at http://www.deloitte.com
/dtt/cda/doc/content/0103%20DT%20EITF%20Minutes.pdf. 

Issue No. 01-8, Determining Whether an Arrangement Contains a Lease

This Issue addresses when an energy-related contract is a lease and, therefore, subject to
the accounting specified by SFAS No. 13, Accounting for Leases, rather than the fair value
accounting required by EITF Issue No. 98-10, Accounting for Contracts Involved in Energy Trading
and Risk Management Activities. 

The EITF reached a tentative conclusion on a model for determining when an arrangement is a
lease. The working group for this Issue is expected to continue refining this model. Further discussion
of this Issue at a future meeting is expected. 

Issue No. 02-9, Accounting for Changes That Result in a Transferor Regaining Control of Financial Assets Sold

This Issue addresses how to apply the accounting requirements of paragraph 55 of the
Issue with respect to beneficial interests held by the transferor and loans that do not meet the
definition of security, including whether the transferor should recognize a gain or loss when
paragraph 55 is applied.

The EITF reached a tentative conclusion on the subissue relating to servicing rights. Further
discussion of this Issue and the remaining subissues at a future meeting is expected. 

Issue No. 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

This Issue addresses when, if ever, a company should apply the equity method of accounting
if it does not have an investment in the voting stock (typically common stock) of another entity
yet is able to exercise significant influence over the operating activities of that entity. 

The EITF did not reach any conclusions on this Issue. Further discussion at a future meeting is
expected. 

Issue No. 02-18, Accounting for Subsequent Investments in an Investee after Suspension of Equity
Method Loss Recognition

After an investor has appropriately suspended equity method loss recognition in accordance
with paragraph 19(i) of APB Opinion No. 18, The Equity Method of Accounting for Investments in
Common Stock, and Issue No. 98-13, Accounting by an Equity Method Investor for Investee Losses
When the Investor Has Loans to and Investments in Other Securities of the Investee, the Issue
concerns whether an investor should (1) use step acquisition accounting or (2) recognize losses
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to the extent of previously suspended losses when accounting for a subsequent investment in an investee that does not result
in the ownership interest increasing from significant influence to control of the investee.

The EITF reached a consensus on this Issue. Further discussion of this Issue is not expected. 

Issue No. 03-1, The Meaning of Other-Than-Temporary Impairment and Its Application to Certain Investments

In connection with its discussion of Issue 02-14, the EITF requested that the scope of the impairment Issue be expanded
to include equity investments and investments subject to SFAS No. 115, Accounting for Certain Investments in Debt and
Equity Securities, which would be addressed as a separate Issue. 

The EITF did not reach any conclusions on this Issue. Further discussion at a future meeting is expected. 

Issue No. 03-2, Accounting for Defined Benefit Pension Plans Established under the Japanese Welfare Pension Insurance Law

In Japan, many large corporations have Employees' Pension Fund plans (EPFs), which are defined benefit pension
plans established under the Japanese Welfare Pension Insurance Law (JWPIL). In June 2001, the JWPIL was amended to
permit each employer/EPF to separate a substitutional portion from its EPF and transfer the obligation and related assets
to the government. The Issue concerns how an employer should account for the separation of the substitutional portion
of the benefit obligation of an EPF (from the corporate portion) and the transfer of the substitutional portion and related
assets to the Japanese government.

The EITF reached a consensus on this Issue. Further discussion of this Issue is not expected. 

Administrative Discussions

• The EITF determined that it will continue to work on Issue No. 02-2, When Separate Contracts That Meet the Definition
of Financial Instruments Should Be Combined for Accounting Purposes, and will be cognizant of the FASB's conclusions
in its liabilities and equity project.

• Issue No. 02-12, Permitted Activities of a Qualifying Special-Purpose Entity in Issuing Beneficial Interests under FASB
Statement No. 140, Accounting for Transfers and Servicing of Financial Assets and Extinguishments of Liabilities, has
been removed from the EITF's agenda. 

• The transition provisions for subissue 1 of Issue No. 02-16, Accounting by a Customer (including a Reseller) for Certain
Considerations Received from a Vendor, on which the EITF reached consensus at its November 2002 meeting, will be
revised with respect to income statement classification to apply prospectively to all new or modified arrangements
entered into after January 23, 2003.

• The FASB staff announced that it will incorporate guidance on modified coinsurance arrangements into its tentative
guidance in SFAS 133 Implementation Issue No. B36, Bifurcation of Embedded Credit Derivatives. This issue is
expected to be exposed on the FASB's website at http://www.fasb.org for the 35-day comment period that is customary
for such SFAS 133 implementation issues. 

SEC Issues Several Final Rules

As discussed in the January 24, 2003 Accounting Roundup—Sarbanes-Oxley Update, the SEC voted to adopt several
previously proposed rules as part of its ongoing efforts to implement the Sarbanes-Oxley Act of 2002. The following final
rules have recently been made available on the SEC's website, http://www.sec.gov.

Insider Trades During Pension Fund Blackout Periods

The rule is designed to facilitate compliance with the will of Congress as reflected in Section 306(a) of the Sarbanes-
Oxley Act and to eliminate the inequities that may result when pension plan participants and beneficiaries are temporarily
prevented from engaging in equity securities transactions through their plan accounts by also prohibiting directors and
executive officers from acquiring or disposing of equity securities during the temporary blackout period.
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This rule has an effective date of January 26, 2003. Issuers must comply with sections 245.104(b)(3)(i) and (iii) of
Regulation BTR (Blackout Trading Restriction) beginning on March 31, 2003. This rule is available at
http://www.sec.gov/rules/final/34-47225.htm. 

Disclosure Requirements 

The disclosure rules require a company to disclose whether it has at least one audit committee financial expert serving
on its audit committee and, if so, the name of the expert and whether the expert is independent of management. The
company must also disclose whether it has adopted a code of ethics that applies to the company's principal executive officer,
principal financial officer, principal accounting officer or controller, or persons performing similar functions.

These rules have an effective date of March 3, 2003. Companies must comply with the code of ethics disclosure
requirements in their annual reports for fiscal years ending on or after July 15, 2003. They also must comply with the
requirements regarding disclosure of amendments to, and waivers from, their ethics codes on or after the date on which
they file their first annual report in which the code of ethics disclosure is required. Companies (other than small business
issuers) similarly must comply with the audit committee financial expert disclosure requirements in their annual reports
for fiscal years ending on or after July 15, 2003. Small business issuers must comply with the audit committee financial
expert disclosure requirements in their annual reports for fiscal years ending on or after December 15, 2003.

The rules are available at http://www.sec.gov/rules/final/33-8177.htm.

Retention of Records Relevant to Audits and Reviews

These rules require accounting firms to retain for seven years certain records relevant to their audits and reviews of
issuers' financial statements. Records to be retained include an accounting firm's workpapers and certain other documents
that contain conclusions, opinions, analyses, or financial data related to the audit or review.

The rules have an effective date of March 3, 2003. Compliance is required for audits and reviews completed on or after
October 31, 2003. The rules are available at http://www.sec.gov/rules/final/33-8180.htm. 

Disclosure in Management's Discussion and Analysis About Off-Balance Sheet Arrangements and Aggregate Contractual Obligations

The rules require a registrant to provide an explanation of its off-balance-sheet arrangements in a separately captioned
subsection of the Management's Discussion and Analysis section of a registrant's disclosure documents. Registrants (other
than small business issuers) are required to provide an overview of certain known contractual obligations in a tabular format.

The rules are effective 60 days after their publication in the Federal Register. Registrants must comply with disclosure
requirements related to off-balance-sheet arrangements in their registration statements, annual reports, and proxy or
information statements that are required to include financial statements for their fiscal years ending on or after June 15,
2003. Registrants (other than small business issuers) must include the table of contractual obligations in registration
statements, annual reports, and proxy or information statements that are required to include financial statements for the
fiscal years ending on or after December 15, 2003. Registrants may voluntarily comply with the new disclosure requirements
before the compliance dates.  These rules are available at http://www.sec.gov/rules/final/33-8182.htm.

Strengthening the Commission's Requirements Regarding Auditor Independence 

These rules amend existing requirements regarding auditor independence to enhance the independence of accountants
that audit and review financial statements and prepare attestation reports filed with the SEC. The final rules recognize the
critical role played by audit committees in the financial reporting process and the unique position of audit committees in
assuring auditor independence.

The rules are effective 90 days after their publication in the Federal Register. The rules provide detailed transition
provisions and are available at http://www.sec.gov/rules/final/33-8183.htm. 
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January 16-17, 2003 AcSEC Meeting

At its January 16-17, 2003 meeting in New York, the AICPA's Accounting Standards Executive Committee took the
following actions:

� Approved a letter of comment on the IASB's exposure draft of a proposed IFRS, Share-based Payment (i.e., stock-based
compensation).

� Agreed to make certain changes to its proposed SOP, Accounting and Reporting by Insurance Enterprises for Certain
Nontraditional Long-Duration Contracts and for Separate Accounts, based on comments received on the exposure
draft.

� Reviewed a draft of a proposed TPA on valuation of equity securities issued by privately held companies in situations
other than a business combination. The TPA is expected to be posted on the AICPA's website by mid-February 2003.

� Identified issues that might be extracted from its proposed SOP, Certain Costs and Activities Related to Property,
Plant, and Equipment, and possibly included separately in a limited-scope SOP. This action resulted from the AICPA's
November 5, 2002 announcement that it will no longer issue "general purpose" SOPs. (See "AICPA to Curtail
Certain Standards-Setting Activities," Accounting Roundup: The Year 2002 in Review, at http://www.deloitte.com
/dtt/cda/doc/content/acctgroundup(2).pdf.)

The next AcSEC meeting is scheduled for March 4-5, 2003, in New York. Further information about AcSEC can be
found at http://www.aicpa.org/members/div/acctstd/index.htm.

January 22-23, 2003 IASB Meeting

At its January 22-23, 2003 meeting in London, the IASB took the following actions:

� Agreed to make certain changes to its proposed IFRSs on First-Time Application of International Financial Reporting
Standards and Improvements to International Accounting Standards, in response to comments received on the
respective exposure drafts.

� Determined the scope for its upcoming roundtable meetings (public hearings) with respondents to the exposure
draft of proposed amendments to IAS No. 32, Financial Instruments: Disclosure and Presentation, and IAS No. 39,
Financial Instruments: Recognition and Measurement.

� Discussed various issues and reached certain tentative conclusions in the following projects:

� Business combinations (phase II)

� Convergence (government grants, assets held for disposal, and postemployment benefits)

� Revenue recognition and liabilities

� Insurance contracts (phases I and II).

The next IASB meeting is scheduled for February 19-21, 2003, in London. Additionally, the Board will meet with its
Standards Advisory Council on February 24-25, 2003.

Further information about the January 2003 IASB meeting can be obtained on the IASB's website at
http://www.iasb.org.uk/cmt/0001.asp?s=4484513&sc={BF2D47BD-9A21-4C7D-946B-6C03A38BEED9}&n=4012 and
on Deloitte & Touche's IAS Plus website at http://www.iasplus.com/agenda/0301.htm. Additional information about the
IASB and its activities is available on its website at http://www.iasb.org.uk and on the IAS Plus website at
http://www.iasplus.com.

Note: Conclusions of the IASB are subject to change at future Board meetings and generally do not affect current accounting
requirements for entities that apply IASB standards until an official position (IFRS or Interpretation) is issued. Official positions
of the IASB are determined only after extensive deliberation and due process, including a formal vote by written ballot to issue an
IFRS or Interpretation.

4

http://www.aicpa.org/members/div/acctstd/index.htm
http://www.iasb.org.uk/cmt/0001.asp?s=4484513&sc={BF2D47BD-9A21-4C7D-946B-6C03A38BEED9}&n=4012
http://www.iasplus.com/agenda/0301.htm
http://www.iasb.org.uk
http://www.iasplus.com
http://www.aicpa.org/members/div/acctstd/index.htm
http://www.deloitte.com/dtt/cda/doc/content/acctgroundup(2).pdf
http://www.deloitte.com/dtt/cda/doc/content/acctgroundup(2).pdf
http://www.iasb.org.uk/cmt/0001.asp?s=4484513&sc={BF2D47BD-9A21-4C7D-946B-6C03A38BEED9}&n=4012
http://www.iasplus.com


For further information contact your local Deloitte & Touche office.

©2003 Deloitte & Touche LLP.
Deloitte & Touche refers to
Deloitte & Touche LLP 
and related entities.

Abbreviations Frequently Used in Accounting Roundup

AcSEC Accounting Standards Executive Committee

AICPA American Institute of Certified Public Accountants

APB Accounting Principles Board

ED Exposure Draft

EITF Emerging Issues Task Force

FASB Financial Accounting Standards Board

GASB Governmental Accounting Standards Board

IAS International Accounting Standard

IASB International Accounting Standards Board

IFAC International Federation of Accountants

IFRS International Financial Reporting Standard

PCAOB Public Company Accounting Oversight Board

SEC Securities and Exchange Commission

SFAS Statement of Financial Accounting Standards

SOP Statement of Position

TPA Technical Practice Aid
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Deloitte & Touche Publication on Internal Controls and Corporate Governance Under the Sarbanes-Oxley Act

Deloitte & Touche recently published Moving Forward�A Guide to Improving Corporate Governance Through Effective
Internal Control, which discusses two areas of particular focus under the Sarbanes-Oxley Act.

This publication is available on Deloitte & Touche's website at http://www.deloitte.com/dtt/cda/doc/content/con-
trol_eBro%20final.pdf.
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Deloitte Accounting Research Tool Available

Deloitte & Touche 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, and the SEC, in addition to Deloitte & Touche's own accounting manual and other inter-
pretative 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 sub-
scribers receive periodic e-mails highlighting recent additions to the DART library.

For more information, including subscription details and an online DART demonstration, visit
http://www.deloitte.com/us/dart.
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