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.1 GENERAL
SEC requirements for accountants' reports are set forth in Rule 2-02 of Regulation S-X. In addition to specifying the technical requirements relating to dating, signing, indicating city and state where issued and the statements covered thereby, the Rule prescribes the representations and opinions which must be included in the report. Reports prepared in accordance with the provisions of AICPA Professional Standards generally meet the technical requirements of Rule 2-02 of Regulation S-X; no special reporting provisions are prescribed or are otherwise appropriate. The SEC has taken the position that opinions that contain scope or GAAP qualifications and disclaimer of opinions do not meet the technical requirements of Rule 2-02 (see SEC 5010.232). Independent accountants are not required to be members of the AICPA or the AICPA SEC Practice Section to practice before the SEC. However, a member of the AICPA that audits the financial statements of an SEC registrant must be a member of the AICPA SEC Practice Section.
.11 Title of report
The title given to reports should, to the extent practicable, be uniform throughout the Firm. It is our strong preference that the title "Report of Independent Accountants" be used. Addition of the words "certified" and/or "public" in the title should be discouraged as certain jurisdictions do not permit the Firm to be designated as "certified public accountants." Some attorneys maintain that the 1933 Act calls for certification by "independent certified" or "public accountants" and have insisted that one or the other of these terms is necessary. The SEC does not take that position; therefore, such requests should be resisted.
.12 Addressing the report
Alternatives for addressing a report are explained in SAS 58/AU 508.09. The Firm prefers that reports distributed to shareholders be addressed to the Board of Directors and Shareholders or to the Shareholders.
.13 Date of report
Under normal circumstances, the date of completion of all the work necessary to express an opinion should be used as the report date in both 1933 and 1934 Act filings. It should be noted, however, that the 1933 and 1934 Acts impose different levels of responsibility on accountants for events subsequent to the report date.
Subsequent events - 1933 Act 
The 1933 Act imposes a responsibility on the accountant for appropriate disclosure of events affecting the audited financial statements which occur during the period up to the effective date of the registration statement, which date may be considerably later than the date of his report. Accordingly, for his own protection, the accountant must take such additional steps as are necessary to satisfy himself that adequate disclosure has been made of any significant events which may have occurred between the original date of his report and the effective date of the registration statement. See SAS 1/AU 530, SAS 1/AU 560, SAS 37/AU 711.10-12 and SEC 2100.8 for a comprehensive discussion of "Subsequent Events" and the accountant's responsibility with respect thereto.
The guidelines of SAS 1/AU 560 should be followed for subsequent events and SAS 37/AU 711.10-.12 for keeping current procedures. It may be necessary in 1933 Act registration statements to update information contained in notes to previously issued audited financial statements to disclose Type II events occurring subsequent to the date of the accountant's report thereon. When a significant subsequent event occurs between the time of original issuance and reissuance of the financial statements, the event normally should be disclosed in a note to the financial statements that is clearly labeled as an event (unaudited) subsequent to the date of the auditor's report as described in SAS 1/AU 530.08. In such circumstances, the report and report date would remain unchanged. Only in unusual circumstances would our report be redated or revised to include an explanatory paragraph as provided at SAS 1/AU 560.09 where the disclosure in the notes to the financial statements of an event subsequent to original issuance of our report is considered satisfactory. If the engagement leader is considering such action with respect to a public entity, consultation with an SEC Services Partner is required. If the engagement leader is considering such action with respect to a non-public entity, consultation with a National Accounting Consulting Services Partner is required.
If we are reissuing our opinion and the client is incorporating by reference the annual financial statements and our report into a 1933 Act filing, we need to consider whether the subsequent event is of such magnitude that disclosure of the matter is required to keep the reissued financial statements from being misleading (SAS 1/AU 560.05 and SAS 1/AU 560.08). If so, the approach discussed in the preceding paragraph would need to be followed. However, inclusion of the disclosure in the filing (or other document incorporated by reference, such as Form 8-K) may be deemed to be functionally equivalent to adding an unaudited note to the financial statements.
Subsequent events - 1934 Act - issue date of financial statements 
The 1999 Audit Risk Alert issued by the Chief Accountant of the SEC to the AICPA states that the SEC staff's general view is that annual financial statements are "issued" as of the date they are distributed for general use and reliance in a form and format that complies with GAAP and with an audit report which indicates that the auditors have complied with GAAS in completing their audit. This would generally be the earlier of when the annual financial statements are (a) widely distributed to all shareholders and other financial statement users or (b) filed with the SEC. It also confirms the previously stated view of the Chief Accountant that issuance of an earnings release does not constitute issuance of financial statements because the earnings release would not be in a form and format that complies with GAAP and GAAS.
Distribution of an annual report to shareholders (often referred to as the "glossy") would meet the first criterion. In order to meet the second criterion, the filing with the SEC should be pursuant to the Securities Exchange Act of 1934 (on either Form 10-K or Form 8-K) or the Securities Act of 1933. Inclusion of audited financial statements in a Rule 144A or other exempt offering document does not meet the "distributed for general use" standard. Therefore, if a client includes full audited financial statements in a Rule 144A or other exempt offering document, they should be advised to also file the audited financial statements under the 1934 Act, likely under Form 8-K, in order to meet the "issuance" criteria.
The Audit Risk Alert also reminds preparers and auditors that Rule 10b-5 under the 1934 Act and General Instruction C(2) to Form 10-K specify that financial statements must be free of material error as of the date they are filed with the SEC. For example, assume a registrant widely distributes financial statements, but before filing them with the SEC, the registrant or its auditor become aware of an event or transaction that existed at the date of the financial statements, and that causes those financial statements to be materially misleading. If a registrant does not make corrections to the financial statements so that they are free of material misstatement or omissions when they are filed with the SEC, the registrant knowingly will be filing a false and misleading document. In addition, registrants are reminded of their responsibility, at a minimum, to disclose subsequent events, while independent auditors are reminded of their responsibility to assess subsequent events and evaluate the impact of the events or transaction on their audit report.
Firm policy requires that certain limited post-opinion preissuance procedures be performed when the issuance of the financial statements, as defined above, is "substantially later" than our report date. Firm policy is that, for public companies, a period of two weeks or more is to be considered "substantially later" for this purpose.
It is also Firm policy to carry out the subsequent events procedures required by SAS 37/AU 711.10-12 for the period between the date of our report and the filing of a proxy statement whenever our report on financial statements is included or incorporated by reference in a proxy statement. This requirement does not extend to a typical annual meeting where the registrant's annual report is delivered with the proxy statement, assuming the financial statements have been previously issued as described above. In the case of an annual report on Form 10-K, it is not necessary to perform such procedures except when the Form 10-K is to be incorporated by reference in continuous offerings on Forms S-2, S-3 and S-8 (see SEC 3130.64) or the Form 10-K constitutes issuance of the financial statements as described above.
Material events may occur subsequent to the date of our report, but prior to the "issuance" of the financial statements. SAS 1/AU 530.05 provides two methods for dating the auditor's report when a subsequent event reflected in the financial statements (either by adjustment or disclosure) occurs after completion of field work (i.e., date of report) but before issuance of the report:
- Dual dating, for example, "February 16, 200X, except for Note J, as to which the date is March 1, 200X"
- Dating the report as of the later date of the event.
If the report is dual dated, our responsibility for events occurring subsequent to the original date of our report is limited to the specific subsequent event. However, if we date the report as of the later date of the event, our responsibility for subsequent events extends to the date of the report, and all appropriate procedures must be completed through that date.
It is the Firm's preference to use dual dating rather than dating the report as of a later date. However, if the subsequent event is a Type 1 event and has a pervasive effect on the financial statements, it may be necessary to date the report as of the later date.
It is not appropriate to label a note describing a Type 2 subsequent event as unaudited when the event occurs prior to the issuance of the financial statements.
When a significant subsequent event occurs between the time of original issuance and reissuance of the financial statements, the event normally should be disclosed in a note to the financial statements that is clearly labeled as an event (unaudited) subsequent to the date of the auditor's report as described in SAS 1/AU 530.08. In such circumstances, the report and report date would remain unchanged. Only in unusual circumstances would our report be redated or revised to include an explanatory paragraph as provided at SAS 1/AU 560.09 where the disclosure in the notes to the financial statements of an event subsequent to original issuance of our report is considered satisfactory; if the engagement leader is considering such action, consultation with a National Accounting Consulting Services Partner is required.
Again, see SAS 1/AU 530, SAS 1/AU 560 and SEC 2100.8 for a comprehensive discussion of "Subsequent Events" and the accountants' responsibility with respect thereto, as well as PwC Audit Section 4.6.2.5 for Firm policy on this matter. (Also see SEC 5010.231 below.)
.14 Form of report
Under normal circumstances, the language of the standard single paragraph report satisfies the requirements of Rule 2-02. The Firm favors the use of the one paragraph report whenever appropriate. Examples of appropriate wording of accountants' reports to meet a variety of circumstances incident to SEC filings are presented below and in Template Manager. To the extent practicable, the wording of the Firm's report should be uniform.
.15 Signing the report (United States Firm)
A report issued by the U.S. Firm should be signed with the Limited Liability Partnership identifier as follows: "PricewaterhouseCoopers LLP." We believe "PricewaterhouseCoopers LLP" should be typed as the signature on each opinion and consent and any manual signatures should be placed above the typed signature. Members of the International Firm should follow local customs and procedures in signing reports.
.16 Electronic filings under EDGAR
To evidence our authorization to associate the Firm with an SEC filing, a manually signed report should be provided to the client prior to the electronic transmission. An illustrative transmittal letter accompanying our report for electronic filing with the SEC follows:
(PwC letterhead)
(Date)
(Client Name and Address)
Dear
Enclosed are our manually signed reports relating to the use in the Annual Report on Form 10-K of our reports dated March 18, 19x2 relating to the financial statements and financial statement schedules of (company name). (Include the following sentence if a consent is included in the Form 10K: Also enclosed is our manually signed consent relating to the incorporation by reference in the Registration Statement on Form (S-3) of our reports.)
Our manually signed reports (and consent) serve to authorize the use of our name on our reports (and consent) in the electronic filing of the Company's Annual Report on Form 10-K with the SEC.
Please provide us with an exact copy of the Annual Report on Form 10-K as electronically filed with the SEC.
Very truly yours,
A copy of the submission as electronically filed with the SEC should be obtained and included in the working papers, after the performance of appropriate comparison procedures to our most recent draft.
.2 STANDARD REPORTS AND UNIQUE REPORTING CONSIDERATIONS FOR 1933 AND 1934 ACT FILINGS
.21 General
The example reports in this section should be appropriate for use, in most circumstances, when the annual financial statement periods specified by Rules 3-01 and 3-02 of Regulation S-X are presented. The examples illustrate appropriate title, address, conformed (printed) signature, city and state where issued, date and appropriate language, all as discussed in SEC 5010.1 above.
The examples refer to a statement of stockholders' equity. It should be understood, however, that each registrant has the option of disclosing changes in stockholders' equity accounts either in a separate statement or in notes to financial statements.
.22 Standard reports
The following example of a one paragraph report meets a variety of 1933 and 1934 Act reporting circumstances. 

REPORT OF INDEPENDENT ACCOUNTANTS
To the Board of Directors
and Stockholders of XYZ Company
In our opinion, the accompanying consolidated balance sheets and the related consolidated statements of income, of cash flows and of changes in stockholders' equity present fairly, in all material respects, the financial position of XYZ Company and its subsidiaries at December 31, 19X2 and 19X1, and the results of their operations and their cash flows for each of the three years in the period ended December 31, 19X2, in conformity with accounting principles generally accepted in the United States of America. These financial statements are the responsibility of the Company's management; our responsibility is to express an opinion on these financial statements based on our audits. We conducted our audits of these statements in accordance with auditing standards generally accepted in the United States of America, which require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and significant estimates made by management, and evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.
PricewaterhouseCoopers LLP
City, State
February 10, 19X3
[Note - Financial statement titles should be appropriately tailored and include statement of comprehensive income if applicable]
If because of strong client preference a three paragraph report must be provided, the following example would be satisfactory.
We have audited the accompanying consolidated balance sheets of XYZ Company and its subsidiaries as of December 31, 19X2 and 19X1, and the related consolidated statements of income, of cash flows and of changes in stockholders' equity for each of the three years in the period ended December 31, 19X2. These financial statements are the responsibility of the Company's management. Our responsibility is to express an opinion on these financial statements based on our audits.
We conducted our audits in accordance with auditing standards generally accepted in the United States of America. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.
In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of XYZ Company and its subsidiaries at December 31, 19X2 and 19X1, and the results of their operations and their cash flows for each of the three years in the period ended December 31, 19X2, in conformity with accounting principles generally accepted in the United States of America.
.221 Prior period statements audited by other independent accountants
If prior period statements audited by other independent accountants are presented, the other accountants' report must be included in the registration statement or 1934 Act report (also see SEC 5010.56 below). However, as permitted by S-X Rule 2-05 (see SEC 4900) the other accountants' reports need not be presented in annual reports to security holders furnished pursuant to the SEC's proxy rules. In such instances, the successor accountants' report should contain the following disclosure either as the last sentence of the Firm's one-paragraph report or it could be included in the introductory paragraph of the three-paragraph report:
The financial statements of the Company as of December 31, 19X1 and for the year then ended were audited by other independent accountants whose report dated March 1, 19X2 expressed an unqualified opinion on those statements.
Further reference in this regard should be made to SAS 58/AU 508.74, particularly if the predecessor's report was qualified, contained an explanatory paragraph or if the financial statements of the prior period have been restated in the current year.
Reference to the predecessor is only necessary in the annual report to security holders as the predecessor report is required to be furnished in all other SEC filings.
.23 Unique considerations in 1933 Act filings
.231 "Going concern" opinions
The SEC addresses "modified opinions" for going concern in FRR 16, which permits registrants to register securities notwithstanding an accountant's report which is qualified as a result of questions about the entity's continued existence, provided such a report is appropriate and certain disclosures are made. FRR 16 is codified at FRP 607.02 (SEC 4930.607). The SEC asserts that financial statements will continue to be considered false and misleading if such statements are prepared on the assumption of a going concern but should more appropriately be based on the assumption of liquidation or if the classification and amounts of assets and liabilities should otherwise be adjusted. Filings containing accountants' reports that include an explanatory paragraph as a result of questions about an entity's continued existence must contain appropriate and prominent disclosure of the registrant's financial difficulties and viable plans to overcome these difficulties. Such disclosure is also required by Items 101, 303, 503 and 504 of Regulation S-K and by the anti-fraud provisions of the federal securities laws.
FRR 16 is applicable to both 1933 and 1934 Act filings. Reference should be made to SEC 4930.607 for the SEC's codification of FRR 16 for additional discussion of companies with uncertain futures.
.2311 Reporting under SAS 59
SAS 59/AU 341 (The Auditor's Consideration of an Entity's Ability to Continue as a Going Concern) requires the auditor to "evaluate whether there is substantial doubt about the entity's ability to continue as a going concern for a reasonable period of time, not to exceed one year beyond the date of the financial statements being audited." The auditor must also evaluate the adequacy of the related financial statement disclosures which should contain all significant conditions and events together with mitigating factors, including management's plans. If the auditor concludes financial statement disclosures in this area are inadequate, a departure from generally accepted accounting principles exists. When we conclude there is substantial doubt about the entity's ability to continue as a going concern and the matter is adequately disclosed in the financial statement notes, our report should include an explanatory paragraph (or in rare circumstances disclaim an opinion if appropriate). SAS 64 amended SAS 59/AU 341.12 to (a) require the use of the terms "substantial doubt" and "going concern" in a going concern explanatory paragraph and (b) prohibit the use of conditional language in the explanatory paragraph. An example of a conditional statement which is not acceptable is "If the company is unable to secure the additional financing described in Note X, there is substantial doubt about the company's ability to continue as a going concern." The SEC staff believes such conditional wording implies that the auditor may not have assessed the likelihood of the effective implementation of management's plans.
.2312 "Going concern" questions in reissuance situations
In rare circumstances, events giving rise to "going concern" questions may occur subsequent to original issuance of our opinion in an annual report on Form 10-K, but prior to reissuance in connection with a 1933 Act filing. The professional literature is not clear as to whether such an occurrence should be addressed by independent accountants in their reissued opinion. (SAS 59 indicates the auditor has a responsibility to evaluate whether there is substantial doubt about the entity's ability to continue as a going concern for a reasonable period of time, not to exceed one year beyond the date of the financial statements being audited.) In conjunction with the required subsequent events review for reissuance of our report (through the signing of a current consent) in a 1933 Act filing, an updated assessment should be made of the company's ability to continue in business as a "going concern" for a reasonable period beyond the consent date. If the updated assessment indicates the need for (a) an explanatory paragraph relative to the ability of the company to continue as a "going concern" for one year from the balance sheet date and the original opinion did not contain such an explanatory paragraph, or (b) an emphasis of a matter paragraph relative to the ability to continue as a going concern for one year from the consent date, consultation with a risk management partner is required prior to the reissuance of the report.
.2313 "Going concern" reports for development stage companies
The professional literature makes no distinction as to the application of SAS 59 to emerging or development stage companies versus established entities whose continued existence is in doubt. Therefore, opinions with explanatory paragraphs should be considered for development stage companies until such companies have demonstrated the ability to generate earnings from their intended business activities.
.2314 Resolution of "going concern" uncertainty
Clients may request that we revise and reissue a report that described substantial doubt about the entity's ability to continue as a going concern, because they believe that intervening events have alleviated the reasons for our expression of substantial doubt. In some cases, there may be a specific, significant event or change in conditions, such as a subsequent debt or equity issuance, that removes the cause of our expression of substantial doubt.
We should consider each such request with caution. Some entities experience significant improvement in their financial condition and outlook; others do not, even though a favorable event occurs. Consequently, in considering whether revision of our report to remove a statement of "substantial doubt ... going concern" is appropriate, we should:
a. be satisfied that there is an appropriate business purpose for reissuance (other than the obtaining of the additional financing necessary to enable the entity to continue operations),
b. audit the event or transaction that prompted the request to reissue the report, and
c. review the factors that led to our original conclusion, make inquiries about other conditions and events that have affected the entity in the intervening period, and reconsider management's plan for addressing matters that relate to the entity's ability to continue in existence as a going concern.
We also should consider the possibility that although the substantial doubt may be alleviated at the present time, there may be an unacceptable risk that there will again be substantial doubt at the expected time of our report on the annual financial statements of the current year. If all of the matters referred to in this paragraph are favorable, we may agree to revising and reissuing our report on the previous financial statements. The decision should be made in consultation with the concurring review partner, if applicable. If the engagement leader, after consultation with the concurring review partner, believes that we should remove the going concern paragraph from our report on reissuance, he or she is required to consult with the Risk Management Partner and, if the Risk Management Partner concurs, with the Regional Risk Management Partner.
If we decide to reissue our report, it should be dual dated and we should consider whether to include an emphasis-of-a-matter paragraph stating that the original report contained a going concern paragraph and referring to disclosure of the principal conditions and events that resulted in removal of the paragraph. Although such a paragraph is not required by professional standards, if our revised and reissued report is to be included in a filing with the SEC, the SEC will require that the revised report include such a paragraph.
.232 "Scope" or "GAAP" qualifications
SEC has indicated in FRP sections 101, 607 (Reprinted at SEC 4930.101 and .607, respectively) and in SAB Topic 1-E (SEC 4940) that accountants' opinions which are qualified as to compliance with generally accepted accounting principles or as to generally accepted auditing standards, including scope limitations such as observation of beginning inventories, would not meet the certification requirements of Rule 2-02(b) of Regulation S-X (SEC 4900). See SEC 5010.6 below.
The question of the acceptability of "unqualified reports" with an explanatory paragraph has been raised with the SEC staff. While the SEC will accept a "going concern" uncertainty paragraph, it will not accept a comment on uncertainty as to asset recoverability or similar circumstances which are presumed to be scope limitations. Additionally, the staff has stated that disclaimer reports are not acceptable under Regulation S-X because they are not a "report" as specified by S-X Rule 2-02.
.234 Form S-11 supplementary audited "income statements" of certain real estate properties
As discussed in SEC 2130.5 and SEC 4550.51, any registrant required to file on Form S-11 and "which was organized to acquire and hold primarily for investment a specific property or group of properties" must include in the prospectus audited "income statements" containing certain specified information. SAS 62/AU 623 (Special Reports), addresses the form of report which would be appropriate for such circumstances. The following example gives effect to SAS 62 guidance. This form of report is also applicable when we report on a statement of revenues and direct costs and expenses for non-real estate entities.
Report of Independent Accountants
We have audited the accompanying Historical Summaries of Gross Income and Direct Operating Expenses of ABC Apartments, City, State, for each of the three years in the period ended December 31, 19X2. These Historical Summaries are the responsibility of the Company's management. Our responsibility is to express an opinion on these Historical Summaries based on our audits.
We conducted our audits in accordance with auditing standards generally accepted in the United States of America. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the Historical Summaries are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the Historical Summaries. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall presentation of the Historical Summaries. We believe that our audits provide a reasonable basis for our opinion.
The accompanying Historical Summaries were prepared for the purpose of complying with the rules and regulations of the Securities and Exchange Commission (for inclusion in the registration statement on Form S-11 of DEF Corporation) as described in Note X and are not intended to be a complete presentation of the Apartment's revenues and expenses.
In our opinion, the Historical Summaries referred to above presents fairly, in all material respects, the gross income and direct operating expenses described in Note X of ABC Apartments for each of the three years in the period ended December 31, 19X2, in conformity with accounting principles generally accepted in the United States of America.
(Note: This report is in addition to the report on the historical financial statements of the registrant.)
.2341 Statement of revenues and direct costs and expenses for non-real estate entities
In certain instances, the SEC may accept a statement of revenues and direct costs and expenses, coupled with a statement of assets acquired and liabilities assumed, in lieu of complete GAAP/S-X financial statements relating to significant business acquisitions for non-real estate entities (see SEC 3150.51). Whenever such a presentation is acceptable to the SEC, the form of report illustrated in SEC 5010.234 would be appropriate.
.235 Article 12 Schedules in 1933 Act filings
Forms S-1, S-4 and S-11 require that supporting schedules under Article 12 of Regulation S-X be included or incorporated by reference in Part II of the registration statement. (Management investment companies and certain real estate companies must also include certain of the Article 12 schedules in the prospectus.) If filed in Part II, the schedules must be certified for the same periods as the financial statements included in the prospectus. We should issue a separate report on the financial statement schedules for inclusion in Part II of the registration statement. See SEC 3130.63 for form of report.
.24 Unique considerations in 1934 Act filings
.241 Article 12 Schedules in Forms 10 and 10-K
Both Form 10 and 10-K require a list of all financial statements filed as part of the document (e.g., see Item 14 (a) of Form 10-K). Rule 1-01(b) of Regulation S-X states that the term "financial statements" comprehends all financial statement schedules filed under Article 12 of Regulation S-X (see SEC 4500.3). Consequently, the independent accountant must also audit these financial statement schedules. When financial statements and the accountants' report thereon contained in the annual shareholders' report are incorporated by reference in a Form 10-K, the example report on the financial statement schedules shown at SEC 3130.63 would be included in Item 14 of the Form 10-K.
When the incorporation by reference procedure is not followed and full financial statements are included in a Form 10-K, a report making reference to the financial statement index may be provided in lieu of providing two separate reports on the primary financial statements and the Article 12 schedules. The combined report should make specific reference to the financial statement schedules since the form of reporting on schedules differs from the basic financial statements. An example of such a report for a Form 10-K follows:
In our opinion, the consolidated financial statements listed in the accompanying index* present fairly, in all material respects, the financial position of XYZ Company and its subsidiaries at December 31, 19X0 and 19X9, and the results of their operations and their cash flows for each of the three years in the period ended December 31, 19X0, in conformity with accounting principles generally accepted in the United States of America. In addition, in our opinion, the financial statement schedules listed in the accompanying index* present fairly, in all material respects, the information set forth therein when read in conjunction with the related consolidated financial statements. These financial statements and financial statement schedules are the responsibility of the Company's management; our responsibility is to express an opinion on these financial statements and financial statement schedules based on our audits. We conducted our audits of these statements in accordance with auditing standards generally accepted in the United States of America, which require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and significant estimates made by management, and evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.
*This example assumes that the index for both the primary financial statements and the financial statement schedules is included in Item 8 of the Form 10-K. If the index were included under Item 14 of the Form 10-K, then the phrase "listed in the accompanying index" may be modified to read "listed in the index appearing under Item 14(a)(1) on page ______ and "listed in the index appearing under Item 14(a)(2) on page ______", respectively.
.3 SAS 42/AU 552 REPORTS ON SELECTED FINANCIAL DATA AND CONDENSED FINANCIAL STATEMENTS
SAS 42/AU 552 (Reporting on Condensed Financial Statements and Selected Financial Data) provides guidance on reporting in a client-prepared document on:
a. Condensed financial statements (either for an annual or an interim period) that are derived from audited financial statements of a public entity that is required to file, at least annually, complete audited financial statements with a regulatory agency.
b. Selected financial data that are derived from audited financial statements of either a public or a nonpublic entity and that are presented in a document that includes audited financial statements (or, with respect to a public entity, that incorporates audited financial statements by reference to information filed with a regulatory agency).
Reporting on condensed financial statements
Interim financial statements included in documents filed with the SEC may be presented in the condensed format prescribed in Article 10 of Regulation S-X. Although interim financial statements are generally not required to be audited, in certain situations they may be presented in 1933 Act filings on an audited basis.
SAS 42/AU 552.05 provides the following guidelines with respect to reporting in a client-prepared document on condensed financial statements:
...the auditor's report on condensed financial statements that are derived from financial statements that he has audited should indicate (a) that the auditor has audited and expressed an opinion on the complete financial statements, (b) the date of the auditor's report on the complete financial statements, (c) the type of opinion expressed, and (d) whether, in the auditor's opinion, the information set forth in the condensed financial statements is fairly stated in all material respects in relation to the complete financial statements from which it has been derived.
The following is the wording of an auditors' report on condensed financial statements as provided in SAS 42/AU 552.06.
Report of Independent Accountants
We have audited, in accordance with auditing standards generally accepted in the United States of America, the consolidated balance sheet of X Company and its subsidiaries as of December 31, 19X0, and the related consolidated statements of income, retained earnings, and cash flows for the year then ended (not presented herein); and in our report dated February 15, 19X1, we expressed an unqualified opinion on those consolidated financial statements.
In our opinion, the information set forth in the accompanying condensed consolidated financial statements is fairly stated, in all material respects, in relation to the consolidated financial statements from which it has been derived.
[Note: The auditors may also specifically identify the condensed consolidated financial statements to which they are referring.]
If a statement is made in a client-prepared document that the condensed financial statements were derived from audited financial statements and the auditor is named, SAS 42/AU 552.07 points out that "such a statement does not, in itself, require the auditor to report on the condensed financial statements, provided that they are included in a document that contains audited financial statements (or that incorporates such statements by reference to information filed with a regulatory agency)." However, if the client-prepared document in which the statement is made does not include audited financial statements (or does not incorporate such statements by reference to information filed with a regulatory agency), the auditors should request that either their name not be included in the document or that the client include the auditors' report on the condensed financial statements.
In certain situations, condensed financial statements derived from audited statements are presented on a comparative basis with interim financial information as of a subsequent date that is accompanied by an accountant's review report. The following example of an accountant's review report to be issued in such situations is based on SAS 42/AU 552.08. The example could apply, for instance, in a quarterly shareholders' report when the auditor is associated with the condensed balance sheet derived from the audited year-end financial statements:
Report of Independent Accountants
We have reviewed the accompanying condensed consolidated balance sheet of XYZ Company and its subsidiaries as of March 31, 19X1, and the related condensed consolidated statements of income and cash flows for the three-month periods ended March 31, 19X1 and 19X0. These financial statements are the responsibility of the company's management.
We conducted our review in accordance with standards established by the American Institute of Certified Public Accountants. A review of interim financial information consists principally of applying analytical procedures to financial data, and making inquiries of persons responsible for financial and accounting matters. It is substantially less in scope than an audit conducted in accordance with generally accepted auditing standards, the objective of which is the expression of an opinion regarding the financial statements taken as a whole. Accordingly, we do not express such an opinion.
Based on our review, we are not aware of any material modifications that should be made to the accompanying condensed consolidated interim financial statements for them to be in conformity with accounting principles generally accepted in the United States of America.
We previously audited, in accordance with auditing standards generally accepted in the United States of America, the consolidated balance sheet as of December 31, 19X0, and the related consolidated statements of income, retained earnings, and cash flows for the year then ended (not presented herein); and in our report dated February 15, 19X1, we expressed an unqualified opinion on those consolidated financial statements. In our opinion, the information set forth in the accompanying condensed consolidated balance sheet as of December 31, 19X0, is fairly stated, in all material respects, in relation to the consolidated balance sheet from which it has been derived.
Reporting on selected financial data
Certain selected financial data are required to be included in annual reports to shareholders and in certain registration statements and periodic reports filed with the SEC. Independent accountants are sometimes requested by clients and underwriters to report on these data, and different approaches have been followed to comply with such requests.
The inclusion of a headnote preceding the selected financial data is optional; however, if presented, wording similar to the examples shown at SEC 4220.91 may be used.
SAS 42 points out that a headnote reference to the auditor or to the fact that the data have been derived from audited financial statements does not, in itself, require the auditor to report on such data provided that the selected financial data are presented in a document that contains audited financial statements (or, with respect to a public entity, that incorporates such statements by reference to information filed with a regulatory agency). If the document does not include (or incorporate by reference) audited financial statements, SAS 42/AU 552.11 states that "the auditor should request that neither his name nor reference to him be associated with the information, or he should disclaim an opinion on the selected financial data and request that the disclaimer be included in the document. If the client does not comply, the auditor should advise the client that he does not consent to either the use of his name or the reference to him, and he should consider what other actions might be appropriate."
When accountants are requested to make reference to the selected financial data in their report, the following paragraph would be added to our standard report (SAS 42/AU 552.10):
We have also previously audited, in accordance with auditing standards generally accepted in the United States of America, the consolidated balance sheets as of [third, second and first earlier year] and the related statements of income, retained earnings, and cash flows for the years ended [second and first earlier year] (none of which are presented herein); and we expressed unqualified opinions on those consolidated financial statements. In our opinion, the information set forth in the selected financial data for each of the five years in the period ended [latest year end date], appearing on page xx, is fairly stated, in all material respects, in relation to the consolidated financial statements from which it has been derived.
If the auditor is engaged to report on the selected financial data, his report should be limited to data that are derived from audited financial statements (which may include data that are calculated from amounts presented in the financial statements, such as working capital). If the selected financial data that management presents include both data derived from audited financial statements and other information (such as number of employees or square footage of facilities), the auditor's report should specifically identify the data on which he is reporting.
.4 RELIANCE ON OTHER AUDITORS
.41 Report on financial statements which include the accounts of a company audited by other accountants
Editor's Note: The illustrative report set forth in PwC Template Manager should be used for poolings consummated during the most recent audit year and part of the audit is made by other auditors. The following report does not apply to those circumstances.
The following is an example of an appropriate report by the principal accountant when he makes reference to the audit of another accountant.
In our opinion, based upon our audits and the report of other auditors, the accompanying consolidated balance sheets and the related consolidated statements of income, of cash flows and of changes in stockholders' equity present fairly, in all material respects, the financial position of XYZ Company and its subsidiaries at December 31, 19X0 and 19X9, and the results of their operations and their cash flows for each of the three years in the period ended December 31, 19X0, in conformity with accounting principles generally accepted in the United States of America. These financial statements are the responsibility of the Company's management; our responsibility is to express an opinion on these financial statements based on our audits. We did not audit the financial statements of B Company, a wholly-owned subsidiary, which statements reflect total assets of $_____ and $_____ at December 31, 19X0 and 19X9, respectively, and total revenues of $_____, $_____ and $_____ for each of the three years in the period ended December 31, 19X0. Those statements were audited by other auditors whose report thereon has been furnished to us, and our opinion expressed herein, insofar as it relates to the amounts included for B Company, is based solely on the report of the other auditors. We conducted our audits of these statements in accordance with auditing standards generally accepted in the United States of America, which require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and significant estimates made by management, and evaluating the overall financial statement presentation. We believe that our audits and the report of other auditors provide a reasonable basis for our opinion.
Audits by other accountants should be referred to in our report when we rely on them for pooled companies. See ARM 5040 and SEC 7010 for a discussion of post-balance sheet poolings. Examples of our reports in such situations are given at SEC 7010.72-.75.
.42 Report of the other independent accountant
When the principal accountant relies on an audit of another accountant, Rule 2-05 of Regulation S-X requires the inclusion in 1933 and 1934 Act filings of the report of such other accountant.
As permitted by S-X Rule 2-05 (SEC 4900) the other independent accountants' report need not be presented in annual reports to security holders furnished pursuant to the SEC's proxy rules. The other accountant must also issue a report to cover any applicable financial statement schedules. 

.43 Principal auditor designation
In circumstances where a significant portion of an audit is performed by other auditors, an auditor must determine whether his own participation is sufficient to enable him to serve as the principal auditor and to report as such on the financial statements. In deciding this question, generally accepted auditing standards indicate that the auditor should consider, among other things, the materiality of the portion of the financial statements he has audited in comparison with the portion audited by other auditors, the extent of his knowledge of the overall financial statements, and the importance of the components he audited in relation to the enterprise as a whole. Nothing in the auditing standards requires or implies that the auditor should make this decision on any basis other than his judgment regarding the professional considerations discussed in SAS 1/AU 543.2 and .10.
The Firm's position is that we should not ordinarily express an opinion on consolidated financial statements unless it is clear from whatever indicators of magnitude are most appropriate in the circumstances that the Firm together with other PwC firms has performed the major portion of the audit. In certain unusual cases, we may determine that we are the principal accountant even though we have examined less than a majority of the combined company. Generally, those occurrences are limited to situations where another combining company's independent accountants will be succeeded by PwC following the business combination. In circumstances in which we believe that PwC is the principal accountant but we did not examine at least 60% of the group (combined company in the case of a merger), consultation with the Americas Theatre ABAS Risk Management Leader is required.
The SEC staff has stated their view that the principal auditor is expected to have audited and assumed responsibility for reporting on at least 50% of the assets and revenues of the consolidated entity. If it is impracticable for a principal auditor to assume that extent of responsibility for one or more of the periods presented, the staff will evaluate whether to accept the audit reports as sufficient for reliance in filings with the Commission depending on the facts and circumstances. The SEC staff has not objected to a principal auditor's report solely on the basis that the auditor is taking responsibility for less than 50% of the assets and revenues of the registrant if that report is issued by an auditor required to be designated as the principal auditor because of the laws, regulations, stock exchange rules, or similar circumstances applicable to the registrant. Although the SEC staff view is not GAAS, it cannot be ignored. As noted above, in both client acceptance and continuance circumstances in which we believe we qualify as principal auditors pursuant to the professional auditing literature, but do not otherwise audit 60% of the group, consultation with the Americas Theatre ABAS Risk Management Leader is required.
.5 PREDECESSOR ACCOUNTANTS REPORTS
.51 General
There occasionally is need in SEC filings for accountants to furnish a report on 1) a complete set of financial statements for a preceding year or years, or 2) statements of income and cash flows, or 3) statements of income, of cash flows and of changes in stockholders' equity. These situations generally occur 1) when there has been a change in accountants in the three-year period for which Regulation S-X requires the above-mentioned financial statements or 2) when financial statements of a "purchased" or "pooled" predecessor company is included in an SEC filing. For both such situations, see SEC 5010.56 below for a discussion regarding an example of a letter to be obtained from successor accountants. Also, SAS 85 requires that the predecessor accountant obtain an updating representation letter from the management of the former client.
.52 Relating to the earliest year of the balance sheet and the two years preceding the balance sheet date for the statements of income, of cash flows and of changes in stockholders' equity (subsequent year audited by other independent accountants)
In our opinion, the consolidated balance sheet as of December 31, 19X1 and the related consolidated statements of income, of cash flows and of changes in stockholders' equity for each of the two years in the period ended December 31, 19X1 (appearing on pages __ through __ of the ABC Company 19X2 Annual Report to Shareholders which has been incorporated by reference in this Form 10-K) present fairly, in all material respects, the financial position, results of operations and cash flows of ABC Company and its subsidiaries at December 31, 19X1 and for each of the two years in the period ended December 31, 19X1, in conformity with accounting principles generally accepted in the United States of America. These financial statements are the responsibility of the Company's management; our responsibility is to express an opinion on these financial statements based on our audits. We conducted our audits of these statements in accordance with auditing standards generally accepted in the United States of America, which require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and significant estimates made by management, and evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion. We have not audited the consolidated financial statements of ABC Company for any period subsequent to December 31, 19X1.
.53 Relating to the earliest year of statements of income, of cash flows and of changes in stockholders' equity (subsequent years audited by other independent accountants)
In our opinion, the consolidated statements of income, of cash flows and of changes in stockholders' equity for the year ended December 31, 19X0 (appearing on pages ___ through ___ of the ABC Company 19X2 Annual Report to Shareholders which has been incorporated by reference in this Form 10-K) present fairly, in all material respects, the results of operations and cash flows of ABC Company and its subsidiaries for the year ended December 31, 19X0, in conformity with accounting principles generally accepted in the United States of America. These financial statements are the responsibility of the Company's management; our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit of these statements in accordance with auditing standards generally accepted in the United States of America, which require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and significant estimates made by management, and evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinion. We have not audited the consolidated financial statements of ABC Company for any period subsequent to December 31, 19X0.
.54 Relating to statements of income, cash flows and stockholders' equity of a "pooled" predecessor (for the earliest year presented) when separate statements of such company are not shown
In our opinion, the consolidated statements of income, of cash flows and of changes in stockholders' equity of ABC Company [and its subsidiaries] (not presented separately herein) present fairly, in all material respects, the results of its [their] operations and its [their] cash flows for the year ended December 31, 19X0, in conformity with accounting principles generally accepted in the United States of America. These financial statements are the responsibility of the Company's management; our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit of these statements in accordance with auditing standards generally accepted in the United States of America, which require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and significant estimates made by management, and evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinion. We have not audited the consolidated financial statements of ABC Company for any period subsequent to December 31, 19X0.
.55 Relating to statements of income and cash flows of a "purchased" predecessor when separate statements of such company are shown (see SEC 4550)
The following example assumes the acquired predecessor is included in the registrant's most recent audited balance sheet. Accordingly, pursuant to Regulation S-X Rule 3-05(b)(4)(iv), the balance sheet of the "purchased" predecessor is not required.
In our opinion, the consolidated statements of income, of cash flows and of changes in stockholders' equity of ABC Company [and its subsidiaries] present fairly, in all material respects, the results of its [their] operations and its [their] cash flows for each of the two years in the period ended December 31, 19X1, in conformity with accounting principles generally accepted in the United States of America. These financial statements are the responsibility of the Company's management; our responsibility is to express an opinion on these financial statements based on our audits. We conducted our audits of these statements in accordance with auditing standards generally accepted in the United States of America, which require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and significant estimates made by management, and evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.
As described in SEC 4220.51, accountants reports on successor and predecessor companies should be separate. One report cannot cover both entities.
.56 Letters issued to predecessor accountants
If a registration statement includes financial statements relating to a prior year or years which were audited by another firm of independent accountants, the former accountant's report and consent are required to be included in the registration statement. In such cases the predecessor accountant has a responsibility for events subsequent to the date of the financial statements upon which he is reporting which continues up to the effective date of the registration statement. To properly discharge his responsibility, SAS 37/AU 711.11 recommends that the predecessor accountant:
1. Read pertinent portions of the prospectus and registration statement.
2. Obtain a letter from the successor accountant advising whether or not his audit (including his procedures with respect to subsequent events) revealed any matters which, in his opinion, might have a material effect on the financial statements reported on by the predecessor accountant or would require disclosure in the notes thereto.
In addition, SAS 58/AU 508.71 requires that the predecessor accountant:
1. Read the financial statements of the current period. 
2. Compare the prior period financial statements that he reported on with the financial statements to be presented for comparative purposes. 

3. Obtain a representation letter from management of the former client and from the successor auditor.
Editor's Note (1): The requirements of SAS 37 and SAS 58 are the same as they relate to a letter from the successor auditor. An example is included in Template Manager.
It is important to obtain such letters at the time the initial or amended registration statement is filed and at the time it becomes effective. 

.57 Audits of financial statements that have previously been audited by a predecessor auditor
SAS 84/AU 315.14-.20 sets forth certain procedures that must be performed when a successor auditor is asked to audit and report on financial statements that had been previously audited and reported on by a predecessor auditor. In situations where the Firm is the client's continuing auditor and the predecessor auditor is unwilling to reissue its audit report or consent to the use of its audit report in connection with an offering of securities, the Firm may undertake a reaudit of prior years' financial statements to be included in the securities registration document. All circumstances involving a reaudit are required to be referred beforehand to National Office Risk Management for approval by the Americas Theatre ABAS Risk Management Leader.
.6 REPORT CONTAINING EXPLANATORY PARAGRAPH REGARDING INABILITY TO OBSERVE PRIOR YEAR INVENTORIES
In FRP Section 607 (SEC 4930.607), the SEC states its views on the certification of income statements in situations where the auditor is engaged to do an audit for three or more years but has not observed prior year inventories.
The practical effect of this release is to preclude companies from registering under the 1933 Act unless their accounting records for at least the last three years are susceptible to audit, without scope qualification, by independent accountants in accordance with generally accepted auditing standards.
See SAS 1/AU 331, SAS 58/AU 508.24 and SAS 58/AU 508.63 for the professional standards and recommended practice in these circumstances.
The SEC generally objects to an emphasis of matter paragraph which states that inventories were not observed, but other alternative audit procedures were applied, even though the audit report was not qualified as a result thereof. In these reporting situations, consultation with the SEC Services Group is required.
.7 REPORTS ON INTERNAL CONTROL OVER FINANCIAL REPORTING
SAS 60/AU 325 sets forth guidance regarding reporting on internal control over financial reporting based solely on a study and evaluation made as part of GAAS audits. Statement on Standards for Attestation Engagements No. 2, "SSAE 2/AT 400," provides guidance when we are engaged to examine and report on management's assertion about the effectiveness of an entity's internal control over financial reporting. SSAE 2/AT 400 reports based on a special engagement to examine and report on management's assertion about the effectiveness of an entity's internal control over financial reporting are appropriate for general distribution if management's assertion is presented in a separate report that accompanies the independent accountant's report. The distribution of all other reports, including those based solely on a GAAS audit, is generally restricted to management or a specified regulatory agency. Certain underwriters have requested distribution or reissuance of internal control memoranda to them. Such requests should not be honored. The SEC Services Group should be notified with questions regarding this issue.
.8 SAS 71/AU 722 REPORTS ON REVIEW OF INTERIM FINANCIAL INFORMATION
PwC Audit Database Section 10.2.2.1 sets forth Firm policy regarding reporting on interim financial information as permitted by SAS 71/AU 722. When a SAS 71 report is included (or incorporated by reference) in a 1933 Act registration statement, the "Experts" language must be modified and an Accountants "Awareness Letter" is required; see example at SEC 2300.971.
Certain companies also are required by Item 302 of Regulation S-K to furnish (as "supplementary data") selected quarterly financial data for each quarter within the two most recent fiscal years and any subsequent interim periods for which income statements are presented. See SEC 6010.24. SAS 71 review procedures discussed above should be performed on the data.
.9 PROPOSED CAPITAL TRANSACTIONS COMPLETED AFTER INITIAL FILING BUT BEFORE EFFECTIVE DATE
While some transactions can only be illustrated in a registration statement on a pro forma basis, certain planned transactions which (a) are solely under the control of the registrant, (b) will result in a retroactive restatement of the financial statements, or (c) are a condition precedent to the registration statement being declared effective can, at times, be more clearly reflected as if the planned transaction had already been consummated. For example, a combination of companies under common control accounted for in a manner similar to a pooling of interests may be subject to and consummated simultaneously with the signing of an underwriting agreement (and concurrent effectiveness of a registration statement). Similarly, recapitalizations (including stock splits), internal reorganizations and other transactions which are controlled by management may not be legally completed until management is assured that a registration statement will be declared effective.
The filing, including the SEC review process, obviously is simplified if the preliminary (initial) filing contains financial presentations which are also applicable at the effective date. The following report limits changes to the auditor's report instead of the financial statements. Such a report is appropriate only when the prospective corporate action essentially is executory in nature.
To satisfy the SEC requirement for audited financial statements at the initial filing, the following "preamble" type report is appropriate for inclusion in the preliminary prospectus. This type of reporting must be approached cautiously; it is appropriate only if the proposed transaction will occur solely with passage of time or is an absolute precedent or concurrent condition of the registration statement being declared effective. Thus, a preamble report is not acceptable, for example, in proposed poolings of interest between unrelated entities or in going concern situations where receipt of the proceeds of the offering would enable us to issue an unqualified report. A standard form of consent should be included in registration statements that contain a preamble audit report.
A "preamble" report is comprised of the standard report preceded by a preamble indicating that the transaction has not occurred, but that when it does, we would be in a position to furnish the report presented. In the following example, quotation marks, margins and spacing are illustrative of the appropriate form of our report. The date of March 31, 19X3 in the preamble paragraph below is assumed to be the date of our consent. Wording will vary with circumstances.
REPORT OF INDEPENDENT ACCOUNTANTS
To the Board of Directors and Shareholders of X, Inc.
The recapitalization described in Note 1 to the financial statements has not been consummated at March 31, 19X3. When it has been consummated, we will be in a position to furnish the following report:
"In our opinion, the accompanying consolidated balance sheets and the related consolidated statements of income, of cash flows and of changes in stockholders' equity present fairly, in all material respects, the financial position of X, Inc. and its subsidiaries at December 31, 19X2 and 19X1, and the results of their operations and their cash flows for each of the three years in the period ended December 31, 19X2, in conformity with accounting principles generally accepted in the United States of America. These financial statements are the responsibility of the Company's management; our responsibility is to express an opinion on these financial statements based on our audits. We conducted our audits of these statements in accordance with auditing standards generally accepted in the United States of America, which require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and significant estimates made by management, and evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion."
PricewaterhouseCoopers LLP
City, State
February 19, 19X3
Once the corporate action mentioned in the preamble has been consummated, the introductory paragraph would be deleted, quotation marks removed and margins consistent with the customary short-form report would be used. This would be accomplished through an amendment to the registration statement. The report would be double-dated with respect to the transaction by using a date line such as "February 19, 19X3, except as to Note 1 which is as of April 30, 19X3."
If a business combination or other described transaction will be consummated after the effective date of the registration statement but before the "closing" date, financial statements which include the effect of such transactions would be pro forma at the effective date. The above report would not be appropriate in those circumstances. Further, SEC staff will not declare the registration statement effective on an "as if" basis.
