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.1 GENERAL
All registration statements and periodic reports filed with the SEC which contain financial data, [primarily in the form of financial statements and related schedules] must be prepared in accordance with the SEC rules and regulations and related financial interpretations. The SEC has codified its accounting rules and financial reporting regulations and related interpretations in 5 primary areas:
- Regulation S-X (SEC 4900)
- Financial Reporting Releases (SEC 4930)
- Accounting and Auditing Enforcement Releases (SEC 4935)
- Staff Accounting Bulletins (SEC 4940)
- Regulation S-B (SEC 6950)
In addition, the SEC has adopted numerous accounting and reporting positions which are outlined in the "Accounting Disclosure Rules and Practices - An Overview" Training Material prepared by the Division of Corporation Finance. The SEC Training Material is included in PwC Comperio. Regulation S-B governs the accounting and reporting requirements for "small business" issuers. Regulation S-T (SEC 6960) deals with the preparation of filings in electronic format.
.2 REGULATION S-X
Regulation S-X (reprinted at SEC 4900) is the principal accounting regulation of the SEC. Recommendations as to proposed amendments to S-X are made to the Commission by its Office of the Chief Accountant. Regulation S-X sets forth requirements as to the form and content of financial statements, including what financial statements must be presented and for what periods.
The requirements of S-X are for the most part those required by GAAP; however, S-X does add a limited number of significant non-GAAP disclosures to the primary financial statements. In addition, S-X contains a number of materiality tests not required by GAAP which require separate identification of individual amounts or account balances. (See SEC 4200 for a detailed discussion of these non-GAAP requirements.)
Regulation S-X is intended for use as a guide to form and content. There has been a tendency by some registrants and accountants to look upon its provisions as a tax return type of form. In this regard, particular attention should be paid to two S-X rules:
1. Rule 4-01(a) which states that "Financial statements should be filed in such form and order, and should use such generally accepted terminology, as will best indicate their significance and character in the light of the provisions applicable thereto."
2. Rule 4-02 which states that amounts which are not material need not be separately set forth, i.e., insignificant amounts may be combined.
In this connection, it is necessary to consider the S-X definition of "material" (as set forth in Rule 1-02) which states that material information is limited to "those matters about which an average prudent investor ought reasonably to be informed." SAB Topic 1M "Materiality" should also be considered.
S-X consists of a number of separate articles, the contents of which are summarized below:
Article 1. - sets forth the various registration statements and reports to which S-X is applicable and includes definitions of terms used in the Regulation.
Article 2. - sets forth the requirements as to qualifications of accountants and accountants' reports in filings with the SEC.
Article 3. - sets forth the various financial statements to be included, and for what periods, in disclosure documents subject to Regulation S-X.
Article 3A. - sets forth the requirements governing the preparation of consolidated and combined financial statements and the requisite disclosures.
Article 4. - sets forth rules of general application covering form, order and terminology in financial statements. It also requires a summary of accounting principles and practices, information on changes therein and general footnote requirements.
Article 5. - sets forth the requirements as to the content of financial statements filed by commercial and industrial companies.
Articles 6. - through 9.- set forth special financial statement requirements relating to certain types of registrants for which the more typical financial statement presentation would not be appropriate. For example, Investment Companies, Employee Savings Plans, Insurance Companies and Bank Holding Companies. 

Article 10. - sets forth requirements for interim financial statements.
Article 11. - sets forth the requirements as to the presentation and preparation of pro forma financial information.
Article 12. - sets forth the requirements as to the form and content of financial statement schedules required to be filed.
.3 FINANCIAL REPORTING RELEASES (FRRs)
In 1982, the SEC announced the replacement of the Accounting Series Releases (ASRs). The SEC thereafter began issuing separate Financial Reporting Releases (FRRs) and Accounting and Auditing Enforcement Releases (AAERs). In FRR 1, the SEC extracted those non-enforcement related ASRs, or portions thereof, on accounting and auditing matters the SEC believed were still relevant. The extraction process resulted in the "Codification of Financial Reporting Policies" (FRP). FRP is updated as each new FRR is issued by operative language in the release which extracts relevant language therein for transfer to FRP. See SEC 4930 for further discussions of the ASRs, FRRs and FRP. FRP is reproduced in its entirety at SEC 4930.100-600.
FRP Section 101 (ASR 4) - SEC 4930.101 contains the SEC's statement of administrative policy regarding financial statements filed with it, as follows:
"In cases where financial statements filed with the Commission pursuant to its rules and regulations under the Securities Act of 1933 or the Securities Exchange Act of 1934 are prepared in accordance with accounting principles for which there is no substantial authoritative support, such financial statements will be presumed to be misleading or inaccurate despite disclosures contained in the certificate of the accountant or in footnotes to the statements provided the matters involved are material. In cases where there is a difference of opinion between the Commission and the registrant as to the proper principles of accounting to be followed, disclosure will be accepted in lieu of correction of the financial statements themselves only if the points involved are such that there is substantial authoritative support for the practices followed by the registrant and the position of the Commission has not previously been expressed in rules, regulations, or other official releases of the Commission, including the published opinions of its chief accountant."
This established two important principles which must be considered when preparing financial statements for filing with the SEC.
1. If financial statements filed with the SEC are based on accounting principles which do not have substantial authoritative support, then no degree of disclosure, whether it be in footnotes or the accountants' report, will prevent them from being considered misleading or inaccurate.
2. If there is disagreement between the SEC and a registrant as to the appropriate accounting to be followed but there is substantial authoritative support for the practices of the registrant, adequate disclosure will be accepted in lieu of adjustment, unless the Commission has previously stated its official position on the matter.
This policy was further reinforced in ASR 150, issued in 1973 (FRP Section 101 - reprinted at SEC 4930.101). In this release the Commission stated:
"For purposes of this policy, principles, standards and practices promulgated by the FASB in its Statements and Interpretations will be considered by the Commission as having substantial authoritative support, and those contrary to such FASB promulgations will be considered to have no such support.
In the exercise of its statutory authority with respect to the form and content of filings under the Acts, the Commission has the responsibility to assure that investors are provided with adequate information. A significant portion of the necessary information is provided by a set of basic financial statements (including the notes thereto) which conform to generally accepted accounting principles. Information in addition to that included in financial statements conforming to generally accepted accounting principles is also necessary. Such additional disclosures are required to be made in various fashions, such as in financial statements and schedules reported on by independent public accountants or as textual statements required by items in the applicable forms and reports filed with the Commission. The Commission will continue to identify areas where investor information needs exist and will determine the appropriate methods of disclosure to meet these needs."
The latest SEC statement of policy in this area was in ASR 280 released in 1980. In this ASR, Regulation S-X was amended to include in Rule 4-01(a)(1) the following statement:
"Financial statements filed with the Commission which are not prepared in accordance with generally accepted accounting principles will be presumed to be misleading or inaccurate, despite footnote or other disclosures, unless the Commission has otherwise provided. This article and other articles of Regulation S-X provide clarification of certain disclosures which must be included in any event, in financial statements filed with the Commission."
The significance of these releases to the independent accountant is that he must have knowledge not only of GAAP and the published rules and regulations of the SEC, but also of SEC's accounting opinions, including those published in the form of an FRR and codified in FRP.
.4 ACCOUNTING AND AUDITING ENFORCEMENT RELEASES (AAERs)
The ASR codification study resulted in the subsequent use by the Commission of two distinct types of accounting releases - FRRs and Accounting and Auditing Enforcement Releases (AAERs). As the title implies, AAERs communicate enforcement actions involving accountants.
AAER 1 contained a topical index of accounting, auditing and related enforcement topics together with a listing of all related ASRs. The topical index and a listing of all AAERs issued are available in CCH and similar reference services. 

.5 STAFF ACCOUNTING BULLETINS (SABs)
In 1975, the SEC instituted a series of Staff Accounting Bulletins which are intended to achieve dissemination of administrative interpretations and practices of the SEC staff in reviewing financial information in SEC filings. The bulletins are not rules or interpretations of the Commission nor have they been officially approved. They represent interpretations by the Division of Corporation Finance and the Office of the Chief Accountant in administering the disclosure requirements of the federal securities laws. The guidance contained in the Staff Accounting Bulletins should be followed since the SEC will rarely make an exception for an issue covered by a Staff Accounting Bulletin.
The SEC periodically updates and publishes a table of contents and indexes by subject matter and citation reference. The Staff Accounting Bulletins, integrated by topic, together with the related table of contents and indexes, are reprinted at SEC 4940.
A list of all of the Staff Accounting Bulletins issued since inception (1975) is also included at SEC 4940.
.6 STAFF LEGAL BULLETINS
Disclosure requirements for registrants are also discussed in certain Staff Legal Bulletins which are reproduced at SEC 6970.
