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effective for certain nonpublic companies for years beginning after December 
15, 2008. This guidance has also been updated by ASU 2009-06.

• SFAS No. 141 (R), Business Combinations (ASC 805, Business Combinations). 
This statement requires the acquiring entity in a business combination to 
recognize all (and only) the assets acquired and liabilities assumed in the 
transaction; establishes the acquisition-date fair value as the measurement 
objective for all assets acquired and liabilities assumed; and requires the 
acquirer to disclose to investors and other users all of the information they 
need to evaluate and understand the nature and fi nancial effect of the business 
combination. In addition, this statement expands the scope of acquisition 
accounting to all transactions and circumstances under which control of 
a business is obtained. This statement applies prospectively to business 
combinations for which the acquisition date is on or after the beginning of the 
fi rst annual reporting period beginning on or after December 15, 2008. Earlier 
adoption is prohibited. The effective date of this statement is the same as that of 
the related SFAS 160.

• SFAS No. 160, Noncontrolling Interests in Consolidated Financial Statements 
(ASC 810-10-65-1, Transition Related to FASB Statement No. 160). This 
statement improves the relevance, comparability, and transparency of 
fi nancial information provided to investors by requiring all entities to report 
noncontrolling (minority) interests in subsidiaries in the same way—as equity 
in the consolidated fi nancial statements. Moreover, SFAS 160 eliminates the 
diversity that currently exists in accounting for transactions between an entity 
and noncontrolling interests by requiring they be treated as equity transactions. 
This statement is effective for fi scal years, and interim periods within those 
fi scal years, beginning on or after December 15, 2008. Earlier adoption is 
prohibited. The effective date of this statement is the same as that of the related 
SFAS 141(R). This statement shall be applied prospectively as of the beginning 
of the fi scal year in which this statement is initially applied, except for the 
presentation and disclosure requirements. The presentation and disclosure 
requirements shall be applied retrospectively for all periods presented.

• SFAS No. 161, Disclosures about Derivative Instruments and Hedging Activities, 
an amendment of FASB Statement No. 133 (ASC 815-10-65-1, Transition and 
Effective Date Related to FASB Statement No. 161). This statement applies to 
all derivatives and hedged items and is effective for periods beginning after 
November 15, 2008, prospectively, with comparative disclosure encouraged. 
This statement requires qualitative disclosures (how and why derivatives 
used) and tabular disclosures encompassing balance sheet items and 
income statement items. Numerous cash fl ow hedging disclosures are also 
required (OCI activity, ineffective amounts, and amounts excluded from hedge 
assessment).

• SFAS No. 163, Accounting for Financial Guarantee Insurance Contracts (ASC 
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944, Financial Services - Insurance). This statement addresses diversity in 
practice as it relates to accounting for fi nancial guarantee insurance contracts. 
This statement requires that an insurance enterprise recognize a claim liability 
prior to an event of default when there is evidence that credit deterioration 
has occurred and that premium revenues be deferred and recognized over the 
period that protection is provided. SFAS 163 is effective for years beginning 
after December 15, 2008.

• SFAS No. 164, Not-for-Profi t Entities: Mergers and Acquisitions (ASC 954, 
Health Care Entities, and ASC 958, Not-For-Profi t Entities). This statement 
establishes requirements for how a not-for-profi t entity determines whether 
a combination is a merger or acquisition; applies the carryover method 
for a merger; applies the acquisition method for an acquisition, including 
determining which entity is the acquirer; and requires disclosures related to a 
merger or acquisition. This statement is effective for mergers occurring on or 
after December 15, 2009, and acquisitions for which the acquisition date is on 
or after the beginning of the fi rst annual reporting period beginning on or after 
December 15, 2009.

• SFAS No. 165, Subsequent Events (ASC 855, Subsequent Events). This 
statement sets forth the circumstances under which an entity should recognize 
events occurring after the balance sheet date and the disclosures that should 
be made. Also, this statement requires disclosure of the date through which 
the entity has evaluated subsequent events (for public companies, and other 
companies that expect to widely distribute their fi nancial statements, this date 
is the date of fi nancial statement issuance, and for nonpublic companies, the 
date the fi nancial statements are available to be issued). The effective date is 
for interim and annual periods ending after June 15, 2009.

• SFAS No. 166, Accounting for Transfers of Financial Assets (ASC 860, 
Transfers and Servicing). This statement, which is a revision to SFAS 140, 
eliminates the concept of a qualifying special purpose entity (QSPE), changes 
the requirements for derecognizing fi nancial assets, and requires additional 
disclosures, including information about continuing exposure to risks related to 
transferred fi nancial assets. SFAS 166 is effective for fi nancial asset transfers 
occurring after the beginning of fi scal years beginning after November 15, 
2009. The disclosure requirements must be applied to transfers that occurred 
before and after the effective date.

• SFAS No. 167, Amendments to FASB Interpretation No. 46(R) (ASC 810, 
Consolidation). This statement, which is a revision to FIN 46(R), contains new 
criteria for determining the primary benefi ciary, eliminates the exception 
to consolidating QSPEs, requires continual reconsideration of conclusions 
reached in determining the primary benefi ciary, and requires additional 
disclosures. SFAS 167 is effective as of the beginning of fi scal years beginning 
after November 15, 2009 and is applied using a cumulative effect adjustment 
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to retained earnings for any carrying amount adjustments (e.g., for newly-
consolidated VIEs).

• SFAS No. 168, The FASB Accounting Standards Codifi cation and the Hierarchy 
of Generally Accepted Accounting Principles (ASC 105, Generally Accepted 
Accounting Principles). The Codifi cation will become the source of authoritative 
US GAAP recognized by the FASB to be applied by nongovernmental entities and 
will supersede all non-SEC accounting and reporting standards. This statement 
is effective for fi nancial statements issued for interim and annual fi nancial 
statements ending after September 15, 2009.

FSPs

• FSP APB 14-1, Accounting for Convertible Debt Instruments That May Be 
Settled in Cash upon Conversion (Including Partial Cash Settlement) (ASC 470-
20-65-1, Transition Related to FASB Staff Position APB 14-1). This FSP specifi es 
that issuers of such instruments should separately account for the liability and 
equity components in a manner that will refl ect the entity’s nonconvertible debt 
borrowing rate when interest is recognized in subsequent periods. This FSP is 
effective for years beginning after December 15, 2008.

• FSP FAS 142-3, Determination of the Useful Life of Intangible Assets (ASC 350-
30-65-1, Transition Related to FASB Staff Position FAS 142-3). This FSP amends 
the factors that should be considered in developing renewal or extension 
assumptions used to determine the useful life of a recognized intangible asset 
under SFAS 142.

• FSP EITF 03-6-1, Determining Whether Instruments Granted in Share-Based 
Payment Transactions Are Participating Securities (ASC 260, Earnings Per 
Share). This FSP addresses whether such instruments (e.g., restricted stock 
that contains nonforfeitable rights to dividends) are participating securities 
prior to vesting and, therefore, need to be included in the EPS calculation under 
the two-class method.

• FSP FAS 117-1, Endowments of Not-for-Profi t Organizations: Net Asset 
Classifi cation of Funds Subject to an Enacted Version of the Uniform Prudent 
Management of Institutional Funds Act, and Enhanced Disclosures for all 
Endowment Funds (ASC 958, Not-for-Profi t Entities). This FSP provides 
guidance on the net asset classifi cation of donor-restricted endowment 
funds for a not-for-profi t subject to UPMIFA and improves disclosures about 
endowment funds.

• FSP FAS 133-1 and FIN 45-4, Disclosures about Credit Derivatives and 
Certain Guarantees: An Amendment of FASB Statement No. 133 and FASB 
Interpretation No. 45; and Clarifi cation of the Effective Date of FASB Statement 
No. 161 (ASC 815-10-65-2, Transition Related to FASB Staff Position No. FAS 
133-1 and FIN 45-4). This FSP requires a seller of credit derivatives to provide 
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certain disclosures even if the likelihood of having to make payments is remote. 
FIN 45 is amended to provide for disclosures consistent with those of credit 
derivatives.  This FSP also clarifi es that SFAS 161 is effective for interim and 
annual periods beginning after November 15, 2008.

• FSP FIN 48-3, Effective Date of FASB Interpretation No. 48 for Certain 
Nonpublic Enterprises (ASC 740-10-65-1, Transition Related to FASB Staff 
Position FIN 48-3). This FSP amends FIN 48 to defer the effective date of that 
Interpretation to fi scal years beginning after December 15, 2008 for certain 
nonpublic enterprises. This deferral does not apply to nonpublic entities that 
are a consolidated entity of a public enterprise that applies US GAAP or that 
have issued a full set of US GAAP annual fi nancial statements before the 
issuance of this FSP.

• FSP FAS 132(R)-1, Employers’ Disclosures about Postretirement Benefi t Plan 
Assets (ASC 715-20-65-2, Transition Related to FSP 132(R)-1). This FSP is 
effective for fi scal years ending after December 15, 2009, except for a technical 
amendment, which is effective immediately. The technical amendment requires 
nonpublic entities to disclose net periodic benefi t cost for each period for 
which an income statement is presented. The other amendments to SFAS 
132(R) require disclosure about the fair value of each major category of plan 
assets, with more detail required for equity securities and investment funds. In 
addition, the level within the fair value hierarchy (level 1, level 2 or level 3) each 
major category of plan assets falls as well as a reconciliation of beginning and 
ending balances of plan assets measured using signifi cant level 3 inputs must 
be disclosed. 

• FSP FAS 140-4 and FIN 46(R)-8, Disclosures by Public Entities (Enterprises) 
about Transfers of Financial Assets and Interests in Variable Interest Entities 
(ASC 860, Transfers and Servicing). This disclosure-only FSP, which applies 
only to public companies, is effective for interim and annual periods ending 
after December 15, 2008. Additional disclosures are required relating to asset 
transfers under SFAS 140 and VIEs and QSPEs under FIN 46(R). This FSP 
highlights disclosure objectives that assist a user of the fi nancial statements 
in understanding the nature of a transferor’s continuing involvement with 
transferred assets and involvement with VIEs and QSPEs.

• FSP EITF 99-20-1, Amendments to the Impairment and Interest Income 
Measurement Guidance of EITF Issue No. 99-20 (ASC 325-40-65-1, Transition 
Related to FSP EITF 99-20-1). At the January 7, 2009 meeting, the FASB 
decided to proceed with issuance of this proposed FSP, which amends EITF 
99-20’s impairment model for certain benefi cial interests to align the other-
than-temporary impairment assessment with that in FAS 115, paragraph 16. 
This FSP eliminates the requirement to consider “market participant” cash 
fl ows when evaluating OTTI. The FSP is effective for interim and annual periods 
ending after December 15, 2008, applied prospectively.
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• FSP FAS 141 (R)-1, Accounting for Assets Acquired and Liabilities Assumed in 
a Business Combination That Arise from Contingencies (ASC 805, Business 
Combinations). This FSP’s effective date is for acquisitions on or after the 
beginning of the fi rst annual reporting period beginning after December 15, 
2008. This FSP requires pre-acquisition contingencies to be recognized at fair 
value if fair value can be determined during the measurement period, noting 
that fair value of warranty obligations can often determined. If the fair value of 
a pre-acquisition contingency cannot be determined, such contingency may be 
recognized in accordance with SFAS 5 and FIN 14. 

• FSP FAS 107-1 and APB 28-1, Interim Disclosures About Fair Value of Financial 
Instruments (ASC 825-10-65-1, Transition Related to FSP FAS 107-1 and APB 
28-1). This FSP is applicable only to public entities and requires fair value 
disclosures about fi nancial instruments in interim period fi nancial statements. 
Disclosure is also required of methods and signifi cant assumptions used in 
estimating fair value, as well as disclosure of any changes from prior periods. 
Comparative quarterly disclosures are not required in the year of initial 
adoption.

• FSP FAS 115-2 and FAS 124-2, Recognition and Presentation of Other-Than-
Temporary Impairments (ASC 320-10-65-1, Transition Related to FSP FAS 
115-2 and FAS 124-2). This FSP creates a new model for evaluating OTTI for 
debt securities. If an entity intends to sell a debt security, or cannot assert it 
is more likely than not that it will not have to sell the security before recovery, 
OTTI must be taken. If the entity does not intend to sell the debt security before 
recovery, but the entity does not expect to recover the entire amortized cost 
basis (i.e., PV of expected cash fl ows is less than amortized cost), then OTTI 
must be taken, but the amount of impairment is to be bifurcated between 
impairment due to credit (which is recorded through earnings) and noncredit 
impairment (which becomes a component of other comprehensive income for 
both AFS and HTM securities). For HTM securities, the amount in OCI will be 
amortized prospectively over the security’s remaining life. Upon adoption, a 
cumulative effect adjustment must be made to opening retained earnings in the 
period adopted that reclassifi es the noncredit portion of previously taken OTTI 
from retained earnings to accumulated OCI. This FSP also requires that annual 
disclosures required by SFAS 115 be presented in interim fi nancial statements, 
and new disclosures are also required.

• FSP FAS 157-4, Determining Fair Value When the Volume and Level of 
Activity for the Asset or Liability Have Signifi cantly Decreased and Identifying 
Transactions That Are Not Orderly (ASC 820-10-65-4, Transition Related to 
FASB Staff Position FAS 157-4). This FSP requires companies to consider 
factors to determine whether there has been a signifi cant decrease in the 
volume and level of activity compared to normal market activity and to consider 
whether an observed transaction was not orderly based on the weight of 
available evidence. Additionally, this FSP includes all assets and liabilities 



Page 8 of 14

subject to fair value measurements and requires enhanced disclosures, 
including disclosure of investment securities by major security type.  

The effective date of the three previous FSPs is for interim and annual periods ending 
after June 15, 2009, with early adoption permitted for periods ending after March 15, 
2009. However, FSP FAS 157-4 and FSP FAS 115-2 must be adopted concurrently, and if 
an entity early adopts FSP FAS 107-1, it must also early adopt the other two FSPs.

EITF

• Consensuses reached at the November 13, 2008 meeting:

o Issue 08-6, Equity Method Investment Accounting Considerations 
(ASC 323, Investments – Equity Method and Joint Ventures). This 
issue addresses numerous matters associated with the effect that 
SFAS 141(R) and SFAS 160 may have on equity method investments, 
including initial measurement, testing for impairment, and changes 
from equity method to cost method.

o Issue 08-7, Accounting for Defensive Intangible Assets (ASC 350, 
Intangibles – Goodwill and Other). This issue indicates a defensive 
intangible asset should be considered a separate unit of account, with 
a useful life to be based on the acquiring entity’s consumption of the 
expected benefi ts from the defensive asset. 

o Issue 08-8, Accounting for an Instrument (or an Embedded Feature) 
with a Settlement Amount That is Based on the Stock of an Entity’s 
Consolidated Subsidiary (ASC 815, Derivatives and Hedging).

• Consensuses reached at the March 19, 2009 meeting:

o none

• Consensus reached at the June 18, 2009 meeting:

o Issue 09-1, Share Lending Arrangements (ASC 470, Debt). This issue 
addresses share-lending arrangements entered into by entities 
primarily in connection with convertible debt structures.

o Topic D-110, Escrowed Share Arrangements and the Presumption 
of Compensation. This topic clarifi es the SEC’s views that an entity 
must use judgment when determining whether an escrowed share 
arrangement is compensatory.

• Consensuses reached at the September 9-10, 2009 meeting:

o Issue 08-1, Revenue Arrangements with Multiple Deliverables 
(ASC 605, Revenue Recognition, and ASC 985, Software). This issue 
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eliminates the use of the residual method of allocation and requires 
the relative-selling-price method in all circumstances where 
an entity recognizes revenue for an arrangement with multiple 
deliverables. This issue is effective prospectively for revenue 
arrangements entered into or materially modifi ed in years beginning 
on or after June 15, 2010.

o Issue 09-3, Certain Revenue Arrangements That Include Software 
Elements (ASC 605, Revenue Recognition, and ASC 985, Software). 
This issue amends SOP 97-2, Software Revenue Recognition (ASC 
985) to exclude from its scope tangible products that contain both 
software and non-software components that function together to 
deliver a product’s essential functionality. This issue is effective 
prospectively for revenue arrangements entered into or materially 
modifi ed in years beginning on or after June 15, 2010.

SEC

• Release No. 34-54920, Extension of Order Regarding Broker-Dealer Financial 
Statement Requirements under Section 17 of the Exchange Act. Non-public 
broker-dealers may continue to fi le fi nancial statements with their customers 
and the SEC that are audited by an independent public accountant, rather than 
a registered public accounting fi rm, for fi scal years ending before January 1, 
2009.

• On August 27, 2008 the SEC issued a proposal that includes a roadmap for 
potential mandatory adoption of IFRS by US issuers and a rule that would 
allow optional use of IFRS for certain qualifying US issuers. The SEC is 
expected to reconvene in 2011 on the mandatory adoption of IFRS proposal 
to decide whether certain milestones have been achieved by that date and, if 
so, mandatory adoption is targeted beginning in 2014. The proposed rule was 
released by the SEC on November 14, 2008.

• On October 14, 2008, the SEC issued a letter clarifying the staff’s views on 
the application of OTTI guidance in SFAS 115 (ASC 320) to certain perpetual 
preferred securities (“PPS”). The letter indicated that the staff would not object 
to a registrant applying a debt impairment model to PPS provided any decline 
in fair value below cost is not attributable to credit deterioration. Downgraded 
securities would not qualify.

• Division of Corporation Finance Financial Reporting Manual. This manual was 
issued in December 2008 and updates what was formerly known as the “Staff 
Training Manual”. The manual contains insight into how the SEC applies their 
rules and regulations to various topics, such as pro forma fi nancial statements, 
fi nancial statements of acquired businesses, non-GAAP measures, MD&A, and 
various other topics. This manual was updated in July 2009, including adding 
new Topic 4, Independent Accountants’ Involvement.



Page 10 of 14

• Over the past several months, the SEC has been updating its Compliance and 
Disclosure Interpretations (CD&Is) relating to numerous Securities Act and 
Exchange Act questions.

• Release No. 33-9002, Interactive Data to Improve Financial Reporting. This 
rule requires domestic and foreign companies that prepare their fi nancial 
statements in accordance with US GAAP or IFRS to submit their fi nancial 
information using XBRL. For registrants with public fl oat of more than $5 
billion, this rule is effective for periods ending on or after June 15, 2009; all 
other large accelerated fi lers for periods ending on or after June 15, 2010; and 
all remaining registrants for periods ending on or after June 15, 2011. XBRL 
reporting would apply to all periodic quarterly and annual reports, registration 
statements, and Form 8-K reports that contain updated or revised fi nancial 
statements that appear in a periodic report.

• Staff Observations in the Review of Smaller Reporting Company IPOs. The SEC 
issued this information in March 2009 to assist smaller reporting companies in 
preparing their registration statements.

• Staff Accounting Bulletin 111. SAB 111 amends Topic 5.M, Other Than 
Temporary Impairment of Certain Investments in Debt and Equity Securities, 
to exclude debt securities from its scope. Topic 5.M. retains the staff’s previous 
views related to equity securities.

• Staff Accounting Bulletin 112. SAB 112 updates and amends the SAB series for 
recent pronouncements issued by the FASB, in particular SFAS 141 (R) (ASC 
805) and SFAS 160 (ASC 810).

• Sample Letter Sent to Public Companies on MD&A Disclosure Regarding 
Provisions and Allowances for Loan Losses. This “Dear CFO” letter provides 
numerous disclosure issues that public companies should consider in 
preparing their MD&A, including higher risk loans, collateral declines, and 
changes in the allowance for loan losses calculation.

• On October 2, 2009, the SEC announced another delay in the requirement 
for nonaccelerated fi lers to include an auditor attestation on their internal 
controls over fi nancial reporting. Nonaccelerated fi lers are now required to 
comply with Sarbanes-Oxley section 404 (b) for fi scal years ending on or after 
June 15, 2010.

• Release No 33-9062, Commission Guidance Regarding the Financial 
Accounting Standards Board’s Accounting Standards Codifi cation. This release 
indicates that references in the SEC’s rules and staff guidance to specifi c 
standards under U.S. GAAP should be understood to mean the corresponding 
reference in the FASB’s Accounting Standards Codifi cation. 
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Auditing Matters

PCAOB

• Auditing Standard No. 6, Evaluating Consistency of Financial Statements 
and Conforming Amendments. The PCAOB has issued AS 6 and related 
amendments that update the auditor’s responsibilities to evaluate and report 
on the consistency of a company’s fi nancial statements and align the auditor’s 
responsibilities with SFAS 154 (ASC 250). AS 6 clarifi es that the auditor’s report 
should indicate whether an adjustment having a material effect on previously 
issued fi nancial statements results from a change in accounting principle or 
the correction of a misstatement. AS 6 also clarifi es that when the auditor 
reports only on the current period, the auditor should evaluate whether the 
fi nancial statements of the current period are consistent with those of the 
preceding period. When the auditor reports on two or more years, the auditor 
should evaluate whether the fi nancial statements reported on are consistent 
with each other and with the prior year’s fi nancial statements, if presented. The 
SEC approved AS 6 and the conforming amendments on September 16, 2008, 
making the effective date of this guidance November 15, 2008.

• Ethics and Independence Rule 3526, Communication with Audit Committees 
Concerning Independence. This rule supersedes Independence Standards 
Board Standard No. 1 relating to independence discussions with audit 
committees. Rule 3526 requires an accounting fi rm, prior to accepting an 
initial engagement pursuant to PCAOB standards, to (1) describe, in writing, 
to the audit committee all relationships between the registered public 
accounting fi rm or any affi liates of the fi rm and the potential audit client or 
persons in a fi nancial oversight role at the potential audit client that may 
reasonably be thought to bear on independence, (2) discuss with the audit 
committee the potential effects of the these relationships on the independence 
of the registered public accounting fi rm, should it be appointed the issuer’s 
auditor, and (3) document the substance of these discussions. In addition the 
aforementioned requirements, for continuing audit clients, the auditor also 
must affi rm to the audit committee in writing that the audit fi rm is independent 
in compliance with PCAOB Rule 3520. The SEC approved this rule August 22, 
2008, and this rule became effective September 30, 2008.

• Amendment to Rule 3523, Tax Services for Persons in Financial Reporting 
Oversight Roles. This amendment specifi es that in an initial audit engagement 
pursuant to PCAOB standards, the provision of tax services to a person covered 
by the rule (fi nancial reporting oversight role) prior to the earlier of (1) a 
signed engagement letter or (2) commencement of audit procedures does not 
impair independence. This amendment also provides guidance for situations 
where an entity’s fi nancial statements are required for the fi rst time to be 
audited pursuant to PCAOB standards, such as an IPO. The SEC approved this 
amendment August 22, 2008, the effective date of this amendment.
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• Release No. 2008-004, Rules on Periodic Reporting by Registered Public 
Accounting Firms. These rules require that registered accounting fi rms report 
certain information annually to the PCAOB and report certain specifi ed events 
within 30 days of their occurrence. The SEC approved these rules on August 
13, 2009. The PCAOB subsequently revised the effective date of these rules to 
December 31, 2009.

• Release No. 2008-006, Proposed Auditing Standards Related to the Auditor’s 
Assessment of and Response to Risk and Conforming Amendments to PCAOB 
Standards. These proposed standards represent an update to current PCAOB 
auditing standards dealing with risk assessment and related responses by the 
auditor and are meant to conform the PCAOB more closely with other auditing 
standards, in particular international auditing standards. No timetable has been 
given for the proposed effective date of the standards.

• Staff Audit Practice Alert No. 3, Audit Considerations in the Current Economic 
Environment. This practice alert is intended to assist auditors in identifying 
matters related to the current economic environment that might affect audit 
risk and, therefore, require additional emphasis or auditor response. Items 
covered include fair value measurements, estimates, impairment, fi nancial 
statement disclosures, and going concern.

• Release No. 2008-008, Report on the PCAOB’s 2004, 2005, 2006 and 2007 
Inspections of Domestic Annually Inspected Firms. This report highlights 
observations identifi ed by the PCAOB over the past 4 years in its inspections of 
the largest auditing fi rms. The report also notes certain efforts the fi rms have 
made in order to remediate possible defects in their quality control systems.

• Staff Views – An Audit of Internal Control That is Integrated with an Audit of 
Financial Statements: Guidance for Auditors of Smaller Public Companies. This 
publication represents the PCAOB’s views on how auditors can apply certain 
provisions of AS 5 to audits of smaller, less complex companies. It also explains 
and illustrates how auditors can address some of the particular challenges 
for performing audits of internal control in the smaller, less complex company 
environment. This updated version (January 2009) revises similar guidance 
issued in October 2007.

• Staff Q&A, Registration of Broker-Dealer Auditors. This Q&A addresses PCAOB 
registration questions and issues when an audit fi rm wishes to audit registered 
broker dealers that are required by the SEC to fi le audited fi nancial statements 
that are certifi ed by an audit fi rm that is registered with the PCAOB.

• Staff Audit Practice Alert No. 4, Auditor Considerations Regarding Fair Value 
Measurements, Disclosures, and Other-Than-Temporary Impairments. 
This practice alert, issued April 21, 2009, highlights certain potential audit 
implications of three new FSPs on fair value: FAS 157-4 (ASC 820-10-65-4), FAS 
115-2 and 124-2 (ASC 320-10-65-1), and FAS 107-1 (ASC 825-10-65-1).
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• Auditing Standard No. 7, Engagement Quality Review.  Released on July 28, 
2009, AS 7 is intended to improve the second-partner review process for 
audits and reviews of interim fi nancial information (i.e., quarterly reviews). 
Among other items, this standard focuses on reviewer qualifi cations, scope, 
and documentation of the engagement quality review process. In addition, 
AS 7 requires the reviewer to evaluate the signifi cant judgments made and 
related conclusions reached by the engagement team. AS 7 is effective for 
audits and quarterly reviews for years beginning on or after December 15, 
2009 (subject to SEC approval).

• Release No. 2009-006, Report on the First-Year Implementation of Auditing 
Standard No. 5, An Audit of Internal Control Over Financial Reporting That 
is Integrated With an Audit of Financial Statements. This report details the 
most common or noteworthy observations from the PCAOB’s 2008 inspections 
regarding registered audit fi rms’ fi rst-year implementation of AS 5.

• Staff Q&A, Reference to Authoritative Accounting Guidance in PCAOB 
Standards. This Q&A acknowledges that the PCAOB’s standards include pre-
Codifi cation references to U.S. GAAP, and that auditors should instead look to 
the relevant sections of the Codifi cation and to SEC requirements to identify 
the applicable accounting and reporting requirements for the company under 
audit. The Q&A also notes that it may be desirable to update references to U.S. 
GAAP in certain existing audit documentation.

AICPA

• SAS No. 115, Communicating Internal Control Related Matters Identifi ed in an 
Audit. SAS 115 supersedes SAS 112 and aligns the defi nitions of the various kinds of 
defi ciencies in internal control with the defi nitions used in PCAOB Auditing Standard 
No. 5. SAS 115 is effective for periods ending on or after December 15, 2009, with 
earlier implementation permitted. 

• SSAE No. 15, An Examination of an Entity’s Internal Control Over Financial Reporting 
That Is Integrated With an Audit of Its Financial Statements. SSAE 15 supersedes 
AT 501, Reporting on an Entity’s Internal Control Over Financial Reporting, and 
converges the standards used for reporting on nonissuer’s internal control over 
fi nancial reporting with those of PCAOB Auditing Standard No. 5. This SSAE is 
effective for integrated audits for periods ending on or after December 15, 2008.

• TIS 1100.15, Liquidity Restrictions. This interpretation provides guidance on the 
accounting and auditing implications of restrictions placed on entity’s ability to 
withdraw funds from a money market account or other short-term investment 
vehicle.

• TIS 1900.01, Condensed Interim Financial Reporting by Nonissuers. This 
interpretation allows nonissuers to analogize to SEC requirements (Article 10 of 
Regulation S-X) when preparing condensed interim fi nancial statements.


