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Overview of Significant 2007 Developments

This letter summarizes many of the 2007 activities at the
Securities and Exchange Commission that affect financial
reporting. We begin with an overview and then discuss
many of the activities in greater detail. Although not the
focus of this letter, we also briefly discuss the 2007
activities of the Public Company Accounting Oversight
Board, the SEC’s Advisory Committee on Improvements
to Financial Reporting, and the Treasury Department’s
Advisory Committee on the Auditing Profession.

Smaller Reporting Companies
During 2007, the SEC acted on the 2006 recommendations of its Advisory Committee on

Smaller Public Companies by proposing and then finalizing rules to extend reporting relief

to a newly defined category of registrants called “smaller reporting companies,” those with

less than $75 million of public float. These rules eliminated the former category of filers

defined as “small business issuers” and the related small business forms, and moved the

financial and non-financial reporting requirements for smaller reporting companies from

Regulation S-B into Regulation S-X and Regulation S-K, respectively. Other rule changes

facilitate capital raising for this group of companies by making delayed primary shelf offer-

ings available to smaller companies and shortening the holding periods for restricted secu-

rities. Further, the SEC exempted most compensatory employee stock options from Exchange

Act registration requirements. The Commission also proposed changes to Regulation D
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(which applies to exempt offerings) that

would allow limited advertising in pri-

vate offerings of securities to a newly

defined category of investors and update

the definition of “accredited investors”

to account for inflation. Final rulemak-

ing on this proposal is expected in 2008.

Internal Control over
Financial Reporting 
The SEC and PCAOB collaborated in

an effort to make management and

auditor reporting on ICFR more effi-

cient. The SEC issued interpretive guid-

ance for management on evaluating and

assessing ICFR and the PCAOB issued

a replacement standard on auditing

ICFR, AS No. 5, An Audit of Internal
Control Over Financial Reporting That is
Integrated With An Audit of Financial
Statements. 

Prior to the availability of the SEC’s

interpretive guidance, management gen-

erally looked to  the framework estab-

lished for auditors set forth in  PCAOB’s

now superseded Auditing Standard No.

2, An Audit of Internal Control Over
Financial Reporting Performed in
Conjunction With an Audit of Financial
Statements, for guidance. The SEC’s

interpretive guidance provides manage-

ment with an approach for conducting

an effective and efficient, top-down,

risk-based evaluation of ICFR that

meets the requirements of the SEC’s

rules and generally parallels the concepts

in the new, principles-based standard for

auditors issued by the PCAOB.

In tandem rulemaking, the SEC

amended its rules to confirm that an

evaluation of ICFR performed by man-

agement in accordance with the inter-

pretive guidance referred to above is one

way to satisfy the requirement for man-

agement to evaluate ICFR. The auditor

attestation rule was simultaneously

amended to mirror the reporting

requirements of AS 5 by eliminating the

opinion on management’s assessment

that was in addition to the opinion on

internal control itself. The SEC also

defined and codified the terms material

weakness and significant deficiency.

In order to allow more time to study the

costs of auditing ICFR under AS 5, in

January 2008 the Commission proposed

delaying for another year (until 2009 for

calendar year end companies) the

requirement that nonaccelerated filers

provide an auditor's report on their

ICFR.

E Proxies and Electronic
Shareholder Forums
The SEC continued its efforts to bring

proxies into the Internet age by adopting

rules to begin requiring issuers and other

soliciting persons to post proxy materi-

als on the Internet. Shareholders, how-

ever, still have the option of requesting

paper copies. The SEC further sup-

ported the use of the Internet for share-

holder communication activities by

approving rules that support electronic

shareholder forums by generally exempt-

ing participants from the proxy rules. 

IFRS
In the spring, the SEC began to reassess

its roadmap for reaching the goal of

allowing foreign private issuers to file

IFRS financial statements without rec-

onciling them to U.S. GAAP, which had

been targeted for 2009. Based on the

progress made in converging IFRS and

U.S. GAAP and implementing IFRS

and widespread support for eliminating

the reconciliation, in November the

Commission eliminated the reconcilia-

tion requirement for foreign private

issuers that file financial statements that

comply with IFRS as issued by the

IASB. The SEC also issued a concept

release to gather input on the possible

use of IFRS by domestic registrants and

held two roundtables on this topic in

December. 

Staff Guidance
The staff reviewed the executive com-

pensation disclosure of approximately

350 registrants and issued comment let-

ters to those companies. The staff gen-

erally asked registrants to provide greater

analysis and to explain the how and why

of compensation decisions. These com-

ments were summarized in a report that

the staff made available on the SEC’s

website in October.

In 2007, the SEC staff issued two Staff

Accounting Bulletins. These SABs

updated SAB 105, Application of

Accounting Principles to Loan

Commitments, and SAB 107, Share-

Based Payments. The first, SAB 109,

Written Loan Commitments Recorded at

Fair Value through Earnings, updated the

staff ’s views on accounting for written

loan commitments carried at fair value,

indicating that registrants should include

in fair value calculations the expected

cash flows related to servicing loans. SAB

110, Share-Based Payments, extended the

use of the “simplified method” to deter-

mine the expected term of plain vanilla

options. In SAB 107, the staff had pro-

jected that by December 31, 2007 there

would be adequate information so that

determining expected term by averaging

the vesting date and expiration date of

the option would no longer be neces-

sary. The staff concluded that such infor-

mation is not always available, and in

these instances, registrants can continue

to use the simplified method.

XBRL
The SEC and its Chairman,

Christopher Cox, continue to support

and champion the utility of XBRL and

interactive financial data. The
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Commission announced the release of a

newly-developed XBRL taxonomy for

user review in December. If the results of

this review are satisfactory, the SEC is

expected to propose rules to phase in

mandatory XBRL reporting beginning

in 2008. 

Committees
This year two new committees, the SEC

Advisory Committee on Improvements

to Financial Reporting (also known as

CIFiR or the Pozen Committee) and the

Treasury Department’s Advisory

Committee on the Auditing Profession

(also known as the Paulson Committee)

began their work. The SEC established

CIFiR to examine the U.S. financial

reporting system to identify ways to

reduce unnecessary complexity and

make financial statement information

more useful and understandable to

investors. CIFiR released a preliminary

report in January 2008 and is expected

to begin issuing final recommendations

in the spring. The Paulson Committee’s

mission is to develop recommendations

to sustain the auditing profession. The

Paulson Committee’s findings and rec-

ommendations are expected this sum-

mer.

Personnel Changes
Both the SEC and the PCAOB have

had leadership changes during the year.

At the SEC, Commissioner Roel

Campos left for the private sector in

September, and the remaining

Democratic Commissioner, Annette

Nazareth, left in January 2008. James

Kroeker was named Deputy Chief

Accountant in February, and Wayne

Carnall was named Chief Accountant in

the Division of Corporation Finance in

November. At the PCAOB, Kayla

Gillan, a board member since inception,

stepped down in January 2008.

New Commission
Rules 

Smaller Reporting
Companies
In December the SEC finalized rule

amendments aimed at facilitating capi-

tal raising by easing the regulatory bur-

den for smaller reporting companies.

Many of the rule changes were based on

recommendations made by the SEC’s

Advisory Committee on Smaller Public

Companies in 2006.

Regulatory Relief (Release 33-
8876) 
The amendments extended the scaled

disclosure requirements available to

smaller companies to a larger group of

companies. They eliminated the cate-

gory of filers defined as “small business

issuers” and defined a new category,

called “smaller reporting companies,”

that consists of registrants with a public

equity float of less than $75 million as of

the last business day of their most

recently completed second fiscal quar-

ter. If a registrant does not have a pub-

lic float, then it is a smaller reporting

company if its revenue was less than $50

million in the last fiscal year. These tests

replace the two-pronged test of less than

$25 million of both public float and

annual revenues to qualify as a small

business issuer. 

The amendments moved the scaled

financial and non-financial reporting

requirements from Regulation S-B to a

new Article 8 of Regulation S-X and

Regulation S-K, respectively. The only

significant change in the content

requirements is that smaller reporting

companies must provide audited balance

sheets for the two most recent fiscal years

vs. the one year required by Regulation

S-B. 

The small business issuer forms (SB-1,

SB-2, 10-SB, 10-KSB, 10-QSB) have

been eliminated, and smaller reporting

companies will now use the same report-

ing forms as larger reporting companies

and indicate their status on a cover page

checkbox. These companies will have

the option of selecting, on an item-by-

item basis, whether to provide financial

statements or non-financial information

using the smaller reporting company or

the larger reporting company rules. This

option is available for all disclosure

requirements except when the require-

ment applicable to smaller reporting

companies could be more rigorous than

the larger company standard. (Item 404

of Regulation S-K, which covers related

party transactions, is the only item

where the smaller company requirement

could be more rigorous.) However, the

SEC stressed in the rulemaking release

the importance of registrants providing

disclosure that permits financial state-

ment users to make period-to-period

comparisons.

The amended rules are effective

February 4, 2008. Forms 10-QSB and

10-KSB that small business issuers use

for periodic reporting will be phased out

over the next year. A current small busi-

ness issuer can either:

1. Continue to file its periodic reports
using these forms; or 

2. Begin filing its periodic reports on
Forms 10-Q and 10-K, complying
with the scaled disclosure require-
ments in Regulations S-X and S-K if
it chooses to. 

This choice is available until it files its

annual report for its first fiscal year end-

ing on or after December 15, 2007.

After that, it must file its periodic reports

on Forms 10-Q and 10-K. Companies

that were not small business issuers but

qualify as smaller reporting companies
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may comply with the scaled disclosure

requirements in reports filed after the

effective date.

The “SB” registration statement forms,

SB-1, SB-2, and 10-SB, will be

rescinded on the effective date. A smaller

reporting company filing a registration

statement after this date will be required

to file on the appropriate form without

an “SB” designation (e.g., S-1, Form 10)

and may comply with the scaled disclo-

sure requirements. If a company filed a

registration statement on an “SB” form

before the effective date and amends it

after the effective date, the company

must file the amendment on a form

without an “SB” designation, but can

continue to use the disclosure format

and content based on the “SB” form

until six months after the effective date.

The amended rules on entering, exiting,

and reentering smaller reporting com-

pany status are as follows:

• Entering via IPO – A company con-
ducting an IPO determines whether it
meets the $75 million public float test
using an approach that is different
than the approach in Item 10 of
Regulation S-B because it considers
shares to be sold in the IPO. Such a
company multiplies the estimated
offering price per share at the time of
filing the registration statement by the
sum of the number of shares of com-
mon stock held by non-affiliates
before the offering plus the number
of shares to be sold in the offering.
Once the issuer has made this eligi-
bility determination, it will not have
to re-determine its filing status until
its next annual determination date –
the end of its second fiscal quarter.
This means that registrants do not
have to change reporting status in the
middle of the registration process.
However, based on the results of the
initial public offering, registrants can
recalculate their public float and rede-

termine their filing status if they reg-
ister as a larger reporting company
and ultimately have a public float of
less than $75 million. 

• Entering by reporting companies – A
larger reporting company that deter-
mines it is a smaller reporting com-
pany as of the last business day of its
most recently completed second fis-
cal quarter can report as a smaller
reporting company on its Form 10-
Q for the just completed second quar-
ter. In other words, the company can
file as a smaller reporting company
immediately.

•  Exiting – A smaller reporting com-
pany that determines it is no longer a
smaller reporting company as of the
last business day of its most recently
completed second fiscal quarter will
not be required to satisfy the larger
reporting company disclosure require-
ments until the first quarter after the
end of the fiscal year. That is, the
smaller reporting company can wait
until after its annual report is filed and
then begin complying with the larger
reporting company disclosure require-
ments. 

•  Reentering – A smaller reporting com-
pany that moves into larger reporting
company status will remain a larger
reporting company until its public
float is less than $50 million as of the
last business day of its second fiscal
quarter. If the company does not have
public float, it will move back to
smaller reporting company status
when its revenue drops below $40
million for its last fiscal year.

The definitions of “smaller reporting
company” and “accelerated filer” are
similar in that they are both based on
whether a registrant has a public float
of $75 million as of the end of its sec-
ond fiscal quarter. However, the transi-
tion rules for determining whether a
registrant is a smaller reporting com-
pany and the rules for entering and exit-
ing smaller reporting company and

accelerated filer status are not the same.
Therefore, it is possible for a company
that is a smaller reporting company to
also be an accelerated filer and still be
required to provide an audit opinion on
ICFR. 

Under the transition rules for deter-

mining whether a registrant is a smaller

reporting company, a company is a

smaller reporting company if its public

float as of the end of its second fiscal

quarter preceding the February 4, 2008

effective date of the new rules was less

than $75 million. In contrast, the pub-

lic float of a company that was an accel-

erated filer must drop below $50 million

before it can exit accelerated filer status.

Thus, an accelerated filer with a public

float between $50 and $75 million as of

the end of its second fiscal quarter pre-

ceding February 4, 2008 would qualify

as a smaller reporting company but

remain an accelerated filer.

There are also differences in the rules for

entering and exiting smaller reporting

company and accelerated filer status. 

• A company entering accelerated filer
status must do so at the time it files
its next annual report. A company
entering larger reporting company
status is not required to comply with
the larger reporting company disclo-
sure requirements until the first quar-
ter after the end of the fiscal year in
which its status changed. Thus a cal-
endar year end smaller reporting com-
pany whose public float exceeded $75
million on June 30, 2008 would be
permitted to file its 2008 annual
report in accordance with the smaller
reporting company disclosure require-
ments but must file it within 75 days
of December 31, 2008.

• The tests to determine whether a
company is an accelerated filer are not
made until year end. Therefore, a
company whose public float was less
than $50 million as of the end of its



second fiscal quarter cannot exit accel-
erated filer status until it files its next
annual report. In contrast, a company
entering smaller reporting company
status may do so immediately. Thus
a calendar year end company whose
public float dropped below $50 mil-
lion on June 30, 2008 would be per-
mitted to file its June 30 and
September 30, 2008 Forms 10-Q in
accordance with the smaller reporting
company disclosure requirements but
must file them within 40 days of
quarter end.

The amendments make the scaled dis-

closure requirements available to foreign

companies if they use domestic forms

(e.g., S-1, 10-K) and provide financial

statements in accordance with U.S.

GAAP. They remove the accommoda-

tion under which Canadian companies

filing as small business issuers had been

allowed to provide Canadian GAAP

financial statements reconciled to U.S.

GAAP.

In conjunction with these changes, the

SEC amended Regulation S-X, Rule 3-

05, Businesses Acquired and to Be

Acquired. Generally, Rule 3-05 requires

three years of financial statements if the

significance of the businesses exceeds

50%. However, if the target’s revenues

for the most recent fiscal year are less

than a specified amount, then the

requirement is reduced to two years. The

threshold for allowing two years of

financial statements was increased from

$25 million to $50 million to maintain

consistency with the smaller reporting

company threshold.

The release is available on the SEC’s

website at: http://www.sec.gov/
rules/final/2007/33-8876.pdf. In addi-

tion, the SEC has released a guide to

complying with the new rules, which is

available on the SEC’s website at:

http://www.sec.gov/info/small

bus/secg/smrepcosysguid.pdf.

Availability of Delayed
Primary Shelf Offerings to
Smaller Companies
(Release 33-8878) 

The SEC adopted amendments to Form

S-3 and Form F-3 to allow smaller com-

panies to use these forms to register pri-

mary offerings of securities. Using these

forms is desirable because offerings reg-

istered on these forms can be conducted

on a delayed basis. In addition, they

incorporate by reference periodic reports

filed after the effective date, thereby

eliminating the need for post-effective

amendments to address developments

after the effective date. These features

provide issuers with the flexibility to take

securities “off the shelf” and offer them

when they choose to. To be eligible to

use these forms, a registrant must meet

certain criteria. These include being sub-

ject to the periodic reporting require-

ments under the Securities Exchange Act

of 1934 and having timely filed all

required periodic reports for a period of

at least one year immediately preceding

the filing of the registration statement. 

Prior to the amendments, a registrant

was also required to have a public equity

float of over $75 million to use Form S-

3 or F-3 to register a primary offering of

equity or unrated debt securities. The

amendments extended delayed primary

shelf offerings to smaller companies by

allowing companies that do not have

$75 million of public equity float to reg-

ister primary offerings using these forms,

subject to a limit described below.

Companies with a public equity float of

less than $75 million may now register

primary offerings using these forms, pro-

vided they:

• Have a class of common equity secu-
rities listed and registered on a

national securities exchange such as
NYSE or NASDAQ (Pink Sheet and
Over-the-Counter Bulletin Board
companies will not be able to use the
forms for primary offerings); 

• Do not sell more than the equivalent
of one-third of their public equity
float in primary offerings in any 12-
month period;

• Meet the other registrant eligibility
conditions for the use of the form;
and

• Are not shell companies and have not
been shell companies for at least 12
calendar months before filing the reg-
istration statement.

An issuer that would exceed the one-

third cap is temporarily prohibited from

using Forms S-3 or F-3 for offerings to

raise capital but would still be permit-

ted to register a primary offering using

Form S-1.

The amendments became effective on

January 28, 2008.

The release is available on the SEC’s

website at: http://www.sec.gov/
rules/final/2007/33-8878.pdf. In addi-

tion, the SEC has released a guide to

complying with the new rules, which is

available on the SEC’s website at:

http://www.sec.gov/info/
smallbus/secg/s3f3-secg.htm.

Revisions to Rule 144 
(Release 33-8869)

In order to facilitate capital raising via

private offerings, the SEC shortened the

holding periods that must be met before

restricted securities can be resold under

Securities Act Rule 144. The holding

period was shortened to six months for

non-affiliated investors in reporting

companies, and to 12 months for non-

affiliated investors in non-reporting

companies. The amendments are effec-

tive on February 15, 2008, and are

applicable to resales of securities that
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were acquired prior to or after that effec-

tive date.

The release is available on the SEC’s

website at: http://www.sec.gov

/rules/final/2007/33-8869.pdf. 

Exemption of Compensatory
Employee Stock Options from
Exchange Act Registration 
(Release 34-56887)

The Commission amended its rules to

exempt companies with compensatory

employee stock options meeting certain

conditions from Exchange Act registra-

tion requirements. Prior to the amend-

ments, companies with over 500 option

holders and $10 million of assets were

required to register and report. The

exemption applies to an issuer’s com-

pensatory employee stock options but

does not extend to the class of securities

underlying those options. The rules

became effective December 7, 2007.

The release is available on the SEC’s

website at: http://www.sec.gov

/rules/final/2007/34-56887.pdf. 

Revisions to Form D
(Release 33-8891)

Form D is an informational form that

companies file to report that securities

were sold without registration and pro-

vide information about the offering. The

SEC voted to update the information

requirements of Form D and mandate

electronic filing of the form. The phase-

in period for electronic filing will begin

on Sept. 15, 2008, and electronic filing

will become mandatory on March 16,

2009. 

The release is available on the SEC’s

website at: http://www.sec.gov/

rules/final/2008/33-8891.pdf.

Internal Control
Reporting
(Releases 33-8809 and 

33-8829)

In conjunction with issuing interpretive

guidance for management and the

PCAOB issuing AS 5 as discussed below,

the SEC adopted rule amendments that:

• Confirm that a management evalua-
tion of internal control over financial
reporting that complies with the
SEC’s interpretive guidance issued in
June 2007 is one way to satisfy the
requirement for management to eval-
uate the effectiveness of internal con-
trol over financial reporting;

• Revise the auditor attestation rule to
require only one opinion on the effec-
tiveness on internal controls (i.e.,
eliminating the requirement for an
auditor's opinion on management's
assessment); and

• Define and codify the terms “material
weakness” and “significant deficiency”
and align them with the PCAOB’s
definitions. Under the new rules, a
material weakness is defined as a defi-
ciency, or a combination of deficien-
cies, in ICFR such that there is a
reasonable possibility that a material
misstatement of the company's
annual or interim financial statements
will not be prevented or detected on
a timely basis. A “significant defi-
ciency” is “a deficiency, or a combi-
nation of deficiencies, in internal
control over financial reporting that
is less severe than a material weakness,
yet important enough to merit atten-
tion by those responsible for oversight
of the registrant’s financial reporting.”

The releases are available on the SEC’s

website at: http://www.sec.gov

/rules/final/2007/33-8809.pdf and

http://www.sec.gov/rules/final/33-

8829.pdf. 

Proxies
E Proxy Access
(Release 34-56135)

In July, the SEC adopted rules that con-

tinue the shift toward delivering proxy

materials using the Internet. In 2006,

the SEC adopted rules giving issuers the

option to provide access to proxy mate-

rials via the Internet. In 2007, the SEC

adopted rules that require issuers to do

so. The rules adopted in 2007 require

issuers and other soliciting persons to

post their proxy materials on an Internet

website and provide shareholders with a

notice of the Internet availability of the

materials. Shareholders can choose the

means by which they access proxy mate-

rials. The issuer or other soliciting per-

son may choose to furnish paper copies

of the proxy materials along with the

notice. If the issuer or other soliciting

person chooses not to furnish a paper

copy of the proxy materials, a share-

holder may request delivery of a copy at

no charge. Large accelerated filers are

required to comply with the rules for

proxy solicitations commencing on or

after January 1, 2008. Other issuers and

persons have the option of complying

with the amendments at that time and

are required to comply commencing on

or after January 1, 2009. 

The release is available on the SEC’s

website at: http://www.sec.gov/

rules/final/2007/34-56135.pdf. 

Shareholder Proposals
(Release 34-56914)

After proposing two conflicting amend-

ments in July, the SEC adopted rules

codifying its current interpretation of its

shareholder proposal rule in December.

SEC rules provide shareholders with an

opportunity to place certain proposals

in a company’s proxy materials for a vote
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at an annual or special shareholder meet-

ing. The amended rule clarifies that reg-

istrants can exclude certain shareholder

proposals related to the election of direc-

tors from a company’s proxy materials

covering a vote at an annual or special

meeting of shareholders. The rule is

effective January 10, 2008. 

The release is available on the SEC’s

website at: http://www.sec.gov/
rules/final/2007/34-56914.pdf.

Electronic Shareholder
Forums
(Release 34-57172)

In November, the Commission

approved new rules designed to facili-

tate the use of electronic shareholder

forums for shareholder to shareholder

and issuer to shareholder communica-

tions. The new rules clarify that issuers

and shareholders are entitled to main-

tain such forums, provided they other-

wise comply with federal and state

securities laws and the issuer’s charter

and bylaws. 

The new rules provide an exemption

from most of the proxy rules for any par-

ticipant in an electronic shareholder

forum as long as the communications

occur more than 60 days prior to the

announced date of the shareholders

meeting and the communicating party

does not solicit proxy authority while

relying on the exemption. If the meeting

date is announced less than 60 days

before the meeting, then the exemption

ceases to apply two days after the

announcement. A participant may

solicit proxy authority after the exemp-

tion is no longer available if the solicita-

tion is conducted in accordance with

Regulation 14A.

The rules are effective February 25,

2008.

The release is available on the SEC’s

website at: http://www.sec.gov/

rules/final/2008/34-57172.pdf.

Foreign Private Issuer
Relief and IFRS 
The SEC took significant actions dur-

ing 2007 to promote participation in the

U.S. capital markets by foreign private

issuers and the use of International

Financial Reporting Standards. 

Deregistration and
Termination of Reporting
Obligations
(Release 34-55540)

In March, the SEC adopted rules to

make it easier for foreign private issuers

to terminate their reporting obligations

under the Exchange Act and to deregis-

ter. The SEC views foreign private

issuers as potentially more willing to reg-

ister securities if the process for deregis-

tration were simpler. An issuer is eligible

for such relief if its average daily trading

volume (ADTV) in the U.S. is no

greater than 5% of its ADTV worldwide

over a recent 12 month period. Prior to

this amendment, a foreign private issuer

could only terminate its Exchange Act

reporting requirements if it had fewer

than 300 holders of its securities who

were U.S. residents. Foreign private

issuers now have two bases to terminate

registration and reporting obligations,

ADTV or number of security holders.

The amended rules provide a defined,

expedited process for terminating regis-

tration and reporting obligations. The

rules became effective June 4, 2007.

The release is available on the SEC’s

website at: http://www.sec.gov/

rules/final/2007/34-55540.pdf.

IFRS Financial Statements
Without Reconciliation to
U.S. GAAP
(Release 33-8879)

In November, the SEC amended its

rules to allow foreign private issuers that

prepare financial statements in accor-

dance with IFRS as issued by the IASB

to file financial statements without rec-

onciling them to U.S. GAAP. The

revised rules apply to financial state-

ments for fiscal years ending after

November 15, 2007. The SEC acceler-

ated its action plan for accepting IFRS as

issued by the IASB financial statements

without reconciliation from its planned

date of 2009. According to a Commis-

sioner, the acceleration was due to the

achievement of three threshold issues –

the process towards convergence was suf-

ficiently robust; IFRS was being consis-

tently and faithfully applied; and the

processes of the IASB as the interna-

tional standard setter were fair and trans-

parent. The effective date of the

amended rules is March 4, 2008. The

SEC staff has encouraged any foreign

private issuer that wants to file its Form

20-F prior to that date to call the staff to

discuss the need for a reconciliation.

The release is available on the SEC’s

website at: http://www.sec.gov/ rules/con-
cept/2007/33-8879.pdf and guidance

regarding filings before the effective date

is available at: http://www.sec.gov/divi-
sions/corpfin/guidance/cf20fgaap.htm. 

Proposals

Revisions to Regulation D
(Release 33-8828) 

The remaining smaller reporting com-

pany proposal outstanding at the end of

2007 was the one relating to revisions
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to Regulation D regarding private offer-

ings. The proposed rules would allow

limited advertising in connection with

private offerings of securities to a newly

defined category of investors. The pro-

posed rules would also adjust the defi-

nition of “accredited investors” to

account for inflation. The definition of

accredited investor has not been updated

since 1982.

The release is available on the SEC’s

website at: http://www.sec.gov/ rules/pro-
posed/2007/33-8828.pdf.

Use of IFRS by Domestic
Filers
(Release 33-8831)

In August, the SEC issued a concept

release to gather input on the idea of

allowing U.S. registrants to file financial

statements prepared in accordance with

IFRS as issued by the IASB instead of

U.S GAAP. The SEC received approxi-

mately 80 comment letters, and respon-

dents generally supported the idea.

However, the respondents differed

strongly on the best strategy for achiev-

ing that goal. Possible strategies include

staying with the current longer-term

FASB/IASB convergence program or

providing domestic registrants the

option of filing financial statements pre-

pared in accordance with IFRS as issued

by the IASB in the near term. In

December, the SEC held two roundta-

bles to further consider the concept

release. If the Commission decides to

pursue this, the next step will likely be to

propose rules.

The Release is available on the SEC’s

website at: http://www.sec.gov/ rules/con-
cept/2007/33-8831.pdf. The Roundtable

transcripts are available on the SEC’s

website at:

http://www.sec.gov/spotlight/ifrsroadmap/if

rsround121307-transcript.pdf. A speech

by Deputy Chief Accountant Julie

Erhardt, which discusses feedback on the

concept release and implementation

strategies, is available at:

http://www.sec.gov/news/speech/2007/spch

121007jae.htm. 

Incorporation 
by Reference in 
Form S-11 
(Release 33-8871)

In December, the SEC proposed an

amendment to Form S-11 to allow reg-

istration statements filed on that form

to incorporate by reference previously

filed information. Form S-11 is an S-1-

like form used by real estate entities to

register securities offerings. The

Securities Offering Reform rulemaking

that became effective in 2005 intro-

duced incorporation by reference to

Forms S-1 and F-1 for reporting issuers

that are current in filing their Exchange

Act reports and have filed at least one

annual report (e.g., Form 10-K). The

same requirements would apply to S-11

filers, and like the S-1 and F-1 issuers,

the S-11 issuers:

• Could not be, or have been (including
predecessors) for the past three years,
blank check issuers, shell companies,
or penny stock issuers; and

• Would be required to make their
incorporated Exchange Act reports
and other materials readily accessible
on the Internet. The proposed rules
would not permit incorporation by
reference of Exchange Act reports and
materials filed after the registration
statement is effective, that is, they
would not allow what is known as
“forward incorporation by reference.”

The release is available on the SEC’s

website at: http://www.sec.gov/ rules/pro-

posed/2007/33-8871.pdf.

Oil and Gas Reserve
Information
(Release 33-8870)

In December, the Commission pub-

lished a concept release on possible revi-

sions to its disclosure requirements

relating to oil and gas reserves.

The SEC published the release to obtain

information about the public’s interest

in revising the oil and gas reserves dis-

closures required by Regulations S-X

and S-K. Rule 4-10 of Regulation S-X

prescribes the financial and reporting

standards for companies engaged in oil

and gas producing activities and was

adopted in 1980. Item 102 of

Regulation S-K requires that registrants

disclose their proved reserves and pro-

hibits them from disclosing other cate-

gories of reserves and was adopted in

1982. The Commission’s proved reserves

definitions are those used by the

Department of Energy in 1978 and were

based upon definitions used by the

Society of Petroleum Engineers and the

general industry at that time. Since the

1980s, there have been significant tech-

nological advancements, changes in the

oil and gas markets, and changes in the

types of projects in which registrants

invest. Consequently, the SEC is seek-

ing comment on the need to update its

oil and gas reserves disclosure require-

ments and related issues. 

The release is available on the SEC’s

website at: http://www.sec.gov/ rules/con-

cept/2007/33-8870.pdf.

Auditor Reporting 
on ICFR
(Release 33-8889)
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In January 2008, the Commission pro-

posed a one-year delay in the require-

ment for auditors of non-accelerated

filers to report on their internal control.

Chairman Cox had previously

announced the proposed deferral in tes-

timony before the House Small Business

Committee in December 2007. The

deferral was proposed in conjunction

with a cost benefit study the SEC staff

will perform of the auditor attestation

requirement regarding ICFR for smaller

companies. 

The study will collect and analyze cost

and benefit data from a range of com-

panies currently complying with Section

404 under the guidance issued for com-

panies and auditors in 2007. In addition

to assessing the Section 404 costs result-

ing from the Commission’s recent

actions, the findings also will be used to

support Commission decisions on

improving the efficiency and effective-

ness of Section 404 implementation.

The staff expects to complete the study

by late summer or early fall.

The table below summarizes the pro-

posed implementation dates for non-

accelerated filers. 

The release is available on the SEC web-

site at: http://www.sec.gov/ rules/pro-
posed/2008/33-8889.pdf.

Commission and
Staff Guidance

Commission Guidance
Regarding Management’s
Report on ICFR
(Release 33-8810)

In June, the SEC published interpretive

guidance for management on evaluat-

ing and assessing internal control over

reporting. The guidance became effec-

tive upon publication. It provides man-

agement with an approach to use in

conducting a top-down, risk-based eval-

uation of ICFR to satisfy management’s

evaluation requirements under the SEC’s

rules. 

The guidance reiterates the

Commission’s position that manage-

ment should bring its own experience

and informed judgment to bear in order

to design an evaluation process that

meets the needs of its company and that

provides a reasonable basis for its annual

assessment. As a result, management’s

approach to testing may differ from the

auditor’s. The guidance also allows man-

agement sufficient and appropriate flex-

ibility to design an evaluation process

such that in some instances direct testing

may be required whereas in other areas,

depending on assessed risk, ongoing

monitoring activities may be sufficient.

The interpretive guidance is principles-

based, and is organized around two

broad principles: 

• Management should evaluate whether
it has implemented controls that ade-
quately address the risk that a material

misstatement of the financial state-
ments would not be prevented or
detected in a timely manner; and

• Management’s evaluation of evidence
about the operation of its controls
should be based on its risk assessment.

By applying these two principles, man-

agement will be able to tailor its evalua-

tion and assessment of ICFR in a way

that reflects its unique operating char-

acteristics and is most efficient.

The guidance recognizes that internal

control systems, methods and proce-

dures necessary to evaluate ICFR may

be different in smaller public companies

than in larger companies, but is not

meant to imply that evaluations for

smaller public companies be conducted

with less rigor or to provide anything

less than reasonable assurance as to the

effectiveness of ICFR. Rather, smaller

public companies are advised to use the

flexibility of the guidance to cost-effec-

tively tailor and scale their methods and

approaches for identifying, document-

ing and evaluating their controls. 

The release is available on the SEC’s

website at: http://www.sec.gov/

rules/interp/2007/33-8810.pdf.

To assist smaller reporting companies

with ICFR compliance, the SEC staff

released Sarbanes-Oxley Section 404 – a

Guide for Small Business. This Plain

English short summary of the require-

ments for management’s assessment of

and reporting on internal controls is

Management reporting Fiscal years ending on or after December 15, 2007

Auditor reporting:

Current Fiscal years ending on or after December 15, 2008

Proposed Fiscal years ending on or after December 15, 2009

Reporting on ICFR – Implementation Dates for Non-Accelerated Filers
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available on the SEC's website at

http://www.sec.gov/info/smallbus/404guide
.shtml.

Executive Compensation
Disclosure
Registrants implemented the new exec-

utive compensation disclosure rules

adopted in 2006 in their 2006 annual

reports. In 2007, the SEC staff reviewed

the executive compensation disclosures

of approximately 350 issuers and issued

comment letters on these disclosures.

The staff summarized its comments in a

report, Staff Observations in the Review

of Executive Compensation Disclosure.

The report indicated that the biggest

shortcoming of the first-year disclosures

was missing analysis. Registrants pro-

vided large amounts of detail, but often

did not provide how and why the

described compensation philosophies

and processes resulted in the compensa-

tion amounts presented in the tabular

disclosures. Other examples of where

analysis was missing included disclosures

with respect to benchmarks, differences

in compensation policies and decisions

among executive officers, change-in-

control arrangements, and performance

targets. When registrants did not dis-

close material performance target infor-

mation, the staff asked them to disclose

the information or explain why the dis-

closure would cause competitive harm.

If the registrant supported that the dis-

closure would cause competitive harm,

the staff asked that it discuss how likely

it will be for the company to achieve the

target. 

The report also observed that registrants

should improve the manner in which

they present their executive compensa-

tion disclosures. The staff reminded reg-

istrations to present information that is

meaningful and responsive to disclosure

requirements in a clear and understand-

able manner. The staff suggested that

registrants consider the following ques-

tions in preparing their disclosures: 

• What is material to my shareholders

and to my investors, as they examine

the compensation of our executives

and make their voting decisions for

our board of directors and investment

decisions with respect to our com-

pany?

• What are the material elements of

individual executive and corporate

performance that are considered in

setting executive compensation?

• What is the relationship between the

objectives of our compensation pro-

gram and the different elements of

compensation?

• What are the material factors that

relate to our compensation decision-

making process? 

In December, the staff made an

Executive Compensation Reader avail-

able on its website. With this tool, users

can compare executive compensation

information for 500 of the largest regis-

trants. 

Staff Observations in the Review of

Executive Compensation Disclosure is

available at: http://www.sec.gov/divi-

sions/corpfin/guidance/execcompdisclo-

sure.htm. John White, the Director of

the Division of Corporation Finance,

summarized the staff ’s observations in a

speech he delivered on October 9, 2007

entitled, “Where’s the Analysis?” avail-

able at: http://www.sec.

gov/news/speech/2007/spch100907jww.ht

m#P26_3221. 

The Executive Compensation Reader is

available at: http://www. sec.gov/xbrl. 

SAB No. 109 – Written
Loan Commitments 
In November, the SEC staff expressed

its views regarding the accounting for

written loan commitments that are

accounted for at fair value through earn-

ings in SAB No. 109 (SAB Topic 5DD),

Written Loan Commitments Recorded at

Fair Value through Earnings. The SAB

revises and supersedes the staff ’s prior

views, which were expressed in SAB No.

105 (SAB Topic 5DD), Application of

Accounting Principles to Loan

Commitments. The SAB affects the

accounting for registrants in the finan-

cial services industry and other compa-

nies that engage in certain lending

activities. SAB 109 does not affect the

accounting for holders of loan commit-

ments (that is, the prospective borrow-

ers). SAB 109 is effective prospectively

for derivative loan commitments issued

or modified in fiscal quarters beginning

after December 15, 2007.

Under current accounting rules, a writ-

ten loan commitment is accounted for at

fair value (and therefore subject to the

provisions of the SAB) if the written

loan commitment (a) relates to the orig-

ination of mortgage loans that the entity

intends to sell and is accounted for as a

derivative under FASB Statement No.

133, Accounting for Derivatives and

Hedging Activities, or (b) is not a deriv-

ative but is accounted for at fair value

under FASB Statement No. 159, The

Fair Value Option for Financial Assets and

Financial Liabilities.

Under SAB 109, expected cash flows

related to servicing the loan should be

included in the measurement of all writ-

ten loan commitments that are

accounted for at fair value. Servicing

cash flows include servicing fees

(included in the loan’s interest rate or

otherwise), late charges and other fees,



and proceeds received from selling the

servicing rights to a third party. The staff

previously believed that such servicing

cash flows should not be included in the

fair value measurement of a written loan

commitment. 

The SAB retains the guidance from SAB

105 that internally-developed intangi-

ble assets (such as customer relationship

intangibles) should not be recorded as

part of the fair value of a written loan

commitment accounted for as a deriva-

tive. This guidance was expanded to

apply to all written loan commitments

accounted for at fair value.

SAB 109 is available on the SEC’s web-

site at: www.sec.gov/interps/account/
sab109.htm. 

SAB No. 110 – 
Share-Based Payment 
In December, the SEC staff allowed reg-

istrants to continue to use the “simpli-

fied method” defined in SAB No. 107,

Share-Based Payment, (SAB Topic 14)

for determining the expected term of

“plain vanilla” options. Under FASB

Statement No. 123R, Share-Based
Payment, expected term is one of the pri-

mary factors used to measure fair value

of share option grants. In SAB 107, the

staff stated that it would not expect reg-

istrants to use the simplified method for

share option grants after December 31,

2007. SAB 110 removes the end date

for using the simplified method but

establishes conditions for its use. The

SAB is effective January 1, 2008. 

In SAB 107, the staff indicated that use

of the simplified method would not be

necessary after December 31, 2007 as it

expected registrants to have more

detailed external information about

employee exercise behavior for share

option grants by that time. In SAB 110,

the staff observed that such information

might not be widely available, and, there-

fore, under certain circumstances, it will

allow continued use of the simplified

method for plain vanilla options. Plain

vanilla options are defined in SAB 107

as options that are granted at-the-money,

exercisable only if service is performed

through the vesting date, forfeited if the

employee terminates prior to vesting,

exercisable in a limited time frame if the

employee terminates after vesting, and

nontransferable and nonhedgeable.

Under the simplified method, expected

term is equal to the midpoint between

the vesting date and the expiration date

of the option.

Under SAB 110, registrants can use the

simplified method if they conclude that

their stock option exercise experience

does not provide a reasonable basis upon

which to estimate expected term. Once

registrants have sufficient historical share

option exercise experience upon which

to estimate expected term, the simpli-

fied method may no longer be used. The

staff provided the following examples of

when use of the simplified method is

appropriate because the registrant’s his-

torical exercise data may not provide a

reasonable basis to estimate expected

term:

• The registrant’s equity shares have
been publicly traded for only a lim-
ited time. 

• The registrant significantly changes
the terms of its share option grants or
the types of employees that receive
share option grants. 

• The registrant has or expects to have
significant structural changes in its
business.

In SAB 110, the staff indicated that it

will allow registrants to use the simpli-

fied method for those share options for

which it does not have a reasonable basis

to estimate expected term while using

historical exercise data for the remain-

der of the grants. Also, the staff observed

that it will not object to the use of the

simplified method in the periods before

a company’s equity shares are publicly

traded.

Registrants using the simplified method

are required to disclose: 

• The use of the method;
• The reason why the method is used; 
• The types of share option grants for

which the method was used if the
method was not used for all share
option grants; and 

• The periods for which the method
was used if the method was not used
for all periods. 

SAB 110 is available on the SEC’s web-

site at: www.sec.gov/interps/account/

sab110.htm.

XBRL 
The SEC continued to promote the use

and efficacy of XBRL in 2007 and cre-

ated the new Office of Interactive Data

to support this effort. XBRL is a report-

ing language used to tag data based on

taxonomies (a set of accounting defini-

tions) that categorize financial statement

information. In December, the SEC

announced XBRL U.S.’s release of an

expanded taxonomy for U.S. GAAP

that is available for user feedback at

http://usgaap.xbrl.us. The SEC staff ’s next

step in the XBRL project plan is to eval-

uate XBRL U.S. and user feedback on

the expanded taxonomy. The staff

expects to consider proposing rules to

require XBRL reporting, and is evaluat-

ing the following issues: 
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• Should XBRL reporting be required
for just the financial statements or for
both the financial statements and the
footnotes?

• Should XBRL reporting be mandated
for all registrants as of a certain date or
should it be phased in?

• Should auditor reporting on data tag-
ging be required?

• Should the XBRL reports be due with
the filing or at a later date?

• Should the XBRL reports be fur-
nished or filed?

Also, U.S. GAAP and IFRS XBRL tax-

onomy teams are working to ensure that

the two taxonomies are aligned.

For more information, see our publica-

tion, XBRL: What Should Companies Do
Now? available at:

http://www.bdo.com/services/assurance/doc
uments/Clientadvisory-2007-1.pdf.

PCAOB
Developments 

Standards
Auditing Standard No. 5
AS 5 was approved by the SEC in July,

2007 and is effective for audits of fiscal

years ending on or after November 15,

2007. AS 5 is a principles-based stan-

dard that is designed to allow auditors

to exercise professional judgment in

focusing  effort on those areas that pres-

ent the greatest risk of a material mis-

statement occurring in the financial

statements, and in reducing testing in

those areas of lowest risk.  Further, the

standard eliminates audit requirements

that were considered unnecessary to

achieve the intended benefits. The stan-

dard also provides direction on how to

scale the audit for a smaller and/or less

complex company or portions thereof.

The highlights of AS 5 are as follows:  

Top-down approach – The standard

emphasizes this approach, which was

referred to in the PCAOB’s May 2005

guidance. AS 5 goes further, in that it

allows the auditor to determine that

entity level controls may be sufficient to

address the risk of misstatement related

to a particular relevant assertion when

such entity level controls operate at a

sufficient level of precision. 

Large portion requirement – AS 5

removed the requirement to test a “large

portion” based on a “coverage” concept,

and instead incorporates a risk-based

assessment of locations and/or financial

statement areas to test. 

Risk assessment – AS 5 emphasizes the

auditor’s assessment of risk and the use

of risk assessment  in the selection of

controls to test. As a result, there is an

expanded discussion of the relationship

of risk to the evidence necessary to con-

clude that a given control is effective.

Further, there is expanded guidance on

the auditor’s assessment of the risk of

fraud, including identification and test-

ing of controls to address the risk of

material misstatement due to fraud and

due to management override. 

Integration with the financial statement
audit – The standard directs the auditor

to consider the results of substantive

audit procedures performed in the finan-

cial statement audit when determining

the overall risk related to a control.

However, controls must be directly

tested and effectiveness cannot be

inferred solely from the absence of mis-

statements detected by the auditor in the

substantive testing relative to the finan-

cial statement audit.

Revision of certain definitions – The def-

initions of “material weakness” and “sig-

nificant deficiency” were revised as dis-

cussed above and are consistent with

those included within the SEC’s rules.

Clarification of the role of materiality,

including interim materiality – AS 5 clar-

ified that the same materiality is used for

assessing ICFR and financial statements

and that the role of interim materiality

is relevant only to the evaluation of defi-

ciencies and not to determining the

scope of the engagement. 

Elimination of the requirement to report

on management’s assessment and evaluate

management’s process – The auditor is

required to obtain an understanding of

management’s process as a starting point

to understanding the company’s inter-

nal control, assessing risk, and deter-

mining the extent to which the work of

others may be used, but is no longer

required to opine on management’s

assessment. 

Flexibility to reduce testing – AS 5

removed the phrase, “each year’s audit

must stand on its own.” However, while

the standard allows the auditor to vary

the nature, timing and extent of testing,

it does not to permit “rotation” as the

term is commonly used. 

Using the work of others – The standard

encourages auditors to use the work of

others when that work is of high quality

and performed by competent and objec-

tive client personnel. However, the

extent to which the auditor may use the

work of others also depends on the risk

associated with the control being tested.

As the risk increases, the need for the

auditor to perform his or her own work

increases. In this regard the PCAOB

eliminated the “principal evidence” pro-

vision from AS 2 which may have

restricted the use of the work of others

in some respects, and also omitted the
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specific restriction present in AS 2

regarding using the work of others in the

assessment of the control environment. 

Performing walkthroughs – AS 5 empha-

sizes the requirement to obtain an

understanding of the likely sources of

potential material misstatements in

determining which controls to test,

rather than prescribing the process by

which this understanding is obtained.

Therefore, AS 5 does not require walk-

throughs, but states that walkthroughs

will frequently be the most effective way

of achieving some of the specific objec-

tives of the standard. The standard states

that due to the degree of judgment

involved in achieving the objectives

referred to above, these procedures

would ordinarily be performed by the

auditor, but permits auditors to super-

vise the work of  others who may pro-

vide direct assistance in this regard. 

Scalability – AS 5 provides scalability

considerations for entities of varying

sizes and complexities. The standard rec-

ognizes that even large complex compa-

nies may have non-complex

components and as a result this concept

applies to all entities. 

AS 5 is available on the PCAOB web-

site at: http://www.pcaobus.org/
Rules/Docket_021/2007-05-24_Release_
No_2007-005.pdf.

Guidance
Audit Practice Alert – Matters
Related to Auditing Fair Value
Measurements of Financial
Instruments and the Use of
Specialists
In December, the PCAOB issued Staff

Audit Practice Alert No. 2, which

reminds auditors of their responsibilities

when auditing fair value measurements

and using the work of specialists. The

practice alert does not provide new

auditing guidance, but describes the

applicable auditing requirements in

these areas. This alert is organized into

four sections:

• Auditing fair value measurements;

• Classification within the fair value

hierarchy under FASB Statement No.

157; 

• Using the work of specialists; and 

• Use of a pricing service. 

The alert is available on the PCAOB web-

site at: http://www.pcaob.

org/Standards/Staff_Questions_and_Answ

ers/2007/12-10_APA_2.pdf.

FAQ – Ethics and
Independence Rules
In April, the PCAOB staff issued a fre-

quently asked questions document, Staff

Questions and Answers – Ethics and

Independence Rules Concerning

Independence, Tax Services, and

Contingent Fees, that provides further

interpretation of the auditor independ-

ence and tax services rules that became

effective in April 2006. This document

discusses six issues regarding auditor

independence and tax transactions, such

as the auditor’s role in tax planning

engagements and the auditor’s involve-

ment in tax planning alternatives. 

The staff FAQ is available on the

PCAOB website at: http://www.pcaob

.org/Standards/Staff_Questions_and_Ans

wers/2007/Tax_Services.pdf.

Committees

SEC Advisory Committee
on Improvements to
Financial Reporting
The SEC established its Advisory

Committee on Improvements to

Financial Reporting, known as CIFiR or

the Pozen Committee, in 2007. The

Commission has charged this

Committee with examining the U.S.

financial reporting system to identify

ways to reduce unnecessary complexity

and make financial statements and

financial information more useful and

understandable to investors. CIFiR has

identified five areas of complexity and

established the following five subcom-

mittees to develop recommendations:

• Substantive Complexity 
• Standard Setting Process
• Audit Process and Compliance
• Delivering Financial Information
• International Coordination

In January 2008, CIFiR met to discuss

its preliminary recommendations. The

recommendations will be discussed fur-

ther at meetings in February and March.

CIFiR expects to begin issuing recom-

mendations in the spring and complete

its work in the summer of 2008.

CIFiR’s reports and certain webcasts are

available on the SEC’s website at:

http://www.sec.gov/about/offices/oca/acifr.s
html.

Treasury Department’s
Advisory Committee on
the Auditing Profession
The Treasury Department’s Advisory

Committee on the Auditing Profession,

known as the Paulson Committee, was
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established in 2007 to develop recom-

mendations to address the sustainability

of a strong and vibrant auditing profes-

sion. The Committee is chaired by

Arthur Levitt (former SEC Chairman)

and Don Nicolaisen (former SEC Chief

Accountant). The Committee has

formed three subcommittees to address:

• Human capital and its impact on
audit quality;

• The audit firm and the audit: audit
firm organization (structure, gover-
nance, and transparency); financial
resources (insurability and liability)
and communication; and

• Structural changes in the profession
(competition, concentration, inde-
pendence, and other professional
standards).

The Committee met in October and

December, and has a meeting scheduled

for February 2008. The Committee

expects to produce findings and recom-

mendations by early summer 2008.

More information is available at:

http://www.treas.gov/offices/domestic-

finance/acap.

For Further
Information
If you would like to discuss the content
of this Financial Reporting and the
impact it may have on your business,
please call:

William S. Andronico, CPA, MBA, MST

Partner

MFA - Moody, Famiglietti &
Andronico, LLP

1 Highwood Drive.  
Tewksbury, MA 01876

Tel: (978) 557-5300

Email: wandronico@mfa-cpa.com

About MFA - Moody, Famiglietti
& Andronico, LLP

MFA – Moody, Famiglietti &
Andronico, LLP (www.mfa-cpa.com) is
a proactive CPA and consulting firm
located north of Boston with National
and Global reach. Founded in 1982,
the firm is comprised of nearly 100 pro-
fessionals including 11 partners who
make a personal commitment to resolve
client issues by providing proven best
value solutions with the ideal combina-
tion of expertise, service and price.
MFA is an independent member of the
BDO Seidman Alliance, which allows
them to coordinate seamlessly with the
5th largest accounting firm in the
world. Clients benefit from MFA’s
ability to apply its expertise and value to
resources from 621 member firm offices
in 107 countries.

In addition, MFA offers through affili-
ates complementary solutions such as
wealth advisory, technology consulting
and staffing.

Material Discussed in this Financial Reporting is meant to provide general information and should not be acted
on without obtaining professional advice tailored to your firm’s individual needs.  The information in this
Financial Reporting is for general guidance only and is not a substitute for professional advice. 

IRS CIRCULAR 230 DISCLOSURE: To ensure compliance with requirements imposed by the IRS, we inform
you that any U.S. tax advice contained in this communication (including any attachments) is not intended or
written to be used, and cannot be used, for the prupose of (i) avoiding penalties under the Internal Revenue
Code or (ii) promoting, marketing or recommending to another party any transaction or matter addressed here-
in.


