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− SEC issued interpretive guidance in 

February 2018.

− Refreshes existing staff guidance in relation 

to cybersecurity disclosures in annual 

reports.
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− No new disclosures.

− An interpretation of existing rules.

− Changes in nature and types of security incidents have 

raised concerns.
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− SEC will continue its focus on monitoring disclosures.

− Determination will be made if further guidance is 

needed based on incidents and disclosures.
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− Last release on guidance was in 2011.

− Comparison of annual report disclosures.
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Disclosure Type

General disclosure obligations

Risk factors

MD&A

Description of business

Expanded – As investigations 

of breaches develop

Consistent

Consistent

Consistent
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Disclosure Type

Legal proceedings

Financial statement disclosures

Board oversight

Consistent

Consistent

New

• If significant to company’s 
business

• BOD oversight

• Risk management & 
program
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− AICPA cybersecurity risk framework and 

examination.

− Determine functioning of cybersecurity controls.

− Identify gaps and highlight improvement 

opportunities.
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− Present changes in stockholders equity for 

current and comparative year to date (interim 

periods).

− Dividends per share as applicable.

− Required in Form 10Q filings.

− Current quarter and year to date interim periods 

as well as comparative periods of prior year.
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− Disclosure in separate financial statement; or

− Notes to the financial statements.
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− Effective for all filings submitted on or after 

November 5, 2018.

− SEC clarification; filers first presentation can be 

for quarters that begin after November 5, 2018.
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− December 31, 2018, fiscal year-end filer does not need 

to provide in its September 30, 2018, Form 10Q.

− June 30, 2018, fiscal year-end filer does not need to 

provide in its September 30, 2018, or 

December 31, 2018, Form 10Q but would have to in its 

March 31, 2019, Form 10Q.
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− Two presentation options:

➢ Show two separate reconciliations:

1) One for year to date with no subtotals.

2) Separate quarter to date reconciliation.

➢ Show year to date calculations with subtotals for each 

quarter.
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− In 2017, PCAOB adopted and SEC approved 

new standard for the auditor’s report.

− Effective for years ending on or after December 

15, 2017.

18



P
A

G
E
 1

9

Delivering Confidence

− Initial implementation focused on:

1) Format of report and wording.

2) Affirmative declaration of independence.

3) Disclosure of audit tenure.

− Second phase requires disclosure of critical audit 

matters (CAM) in the auditor’s report.
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− Second phase is effective for years ending on or after 

June 30, 2019, for large accelerated filers; or

− For all other companies, fiscal years ending on or after 

December 15, 2020.
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− A CAM is any matter arising from the audit that was 

communicated or required to be communicated to the 

audit committee; and

1) Relates to accounts or disclosures material to the 

financial statements; and

2) Involved especially challenging, subjective or 

complex auditor judgement.
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− Examples:

➢ Significant subjective estimates (i.e. contingencies, 

goodwill and/or impairment).

➢ Going concern issues.

➢ Revenue recognition policies.

− Not all inclusive.
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− Auditors will focus on:

➢ Risks of material misstatement.

➢ Estimates with significant uncertainty.

➢ Unusual transactions – nature and timing – audit 

effort needed.

➢ Degree of auditor subjectivity in applying and 

evaluating audit procedures.

➢ Degree of specialized auditor knowledge needed.

➢ Nature of audit evidence.
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− New introduction language in the auditor’s report.

–Critical Audit Matters

–The critical audit matters communicated below are matters arising
from the current period audit of the financial statements that were
communicated or required to be communicated to the audit committee
and that: (1) relate to accounts or disclosures that are material to the
financial statements and (2) involved our especially challenging,
subjective, or complex judgments. The communication of critical audit
matters does not alter in any way our opinion on the financial
statements, taken as a whole, and we are not, by communicating the
critical audit matters below, providing separate opinions on the critical
audit matters or on the accounts or disclosures to which they relate.
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− Identify the CAM;

− Describe principal considerations that led the auditor to 

determine that the matter is a CAM; 

− Describe how the CAM was addressed in the audit; and

− Refer to the relevant financial statement accounts or 

disclosures that relate to the CAM.
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Report of Independent Registered Public Accounting Firm

To the Shareholders and Board of Directors of X Company

Opinion on the Financial Statements

We have audited the accompanying balance sheets of X Company (the “Company”) as of
December 31, 20X2 and 20X1, the related statements of [titles of the financial
statements, e.g., income, comprehensive income, stockholder’s equity, and cash flows],
for each of the three years in the period ended December 31, 20X2, and the related
notes [and schedules] (collectively referred to as the “financial statements”). In our
opinion, the financial statements present fairly, in all material respects, the financial
position of the Company as of [at] December 31, 20X2 and 20X1, and the results of its
operations and its cash flows for each of the three years in the period ended
December 31, 20X2, in conformity with [the applicable financial reporting framework].
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Basis for Opinion

These financial statements are the responsibility of the Company’s management. Our responsibility is
to express an opinion on the Company’s financial statements based on our audits. We are a public
accounting firm registered with the Public Company Accounting Oversight Board (United States)
(“PCAOB”) and are required to be independent with respect to the Company in accordance with U.S.
Federal Securities Laws and the applicable rules and regulations of the Securities and Exchange
Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement, whether due to error or fraud. Our audits included
performing procedures to assess the risks of material misstatement of the financial statements,
whether due to error or fraud, and performing procedures that respond to those risks. Such
procedures included examining, on a test basis, evidence regarding the amounts and disclosures in
the financial statements. Our audits also included evaluating the accounting principles used and
significant estimates made by management, as well as evaluating the overall presentation of the
financial statements. We believe that our audits provide a reasonable basis for our opinion.
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Critical Audit Matters [if applicable]

The critical audit matters communicated below are matters arising from the current period audit of the financial
statements that were communicated or required to be communicated to the audit committee and that; (1) relate to
accounts or disclosures that are material to the financial statements and (2) involved our especially challenging,
subjective, or complex judgments. The communication of critical audit matters does not alter in any way our opinion on
the financial statements, taken as a whole, and we are not, by communicating the critical audit matters below, providing
separate opinions on the critical audit matters or on the accounts or disclosures to which they relate.

[include critical audit matters]

[signature]

We have served as the Company’s auditor since [year].

[City and State or Country]

[Date]
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✓

✓
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Approach A – Financing Type (Capitalized)

•

•

•

•

•

•
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Year 1 Year 2 Year 3 Year 4 Total 

Interest Expense $    28,911 $    23,773 $    17,541 $      9,775 $    80,000 

Amortization Expense 105,000 105,000 105,000 105,000 420,000 

Total $  133,911 $  128,773 $  122,541 $  114,775 $  500,000 
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Year 1 Year 2 Year 3 Year 4 Total 

Interest Component $    28,911 $    23,773 $    17,541 $      9,775 $    80,000 

Amortization Component 96,089 101,227 107,459 115,225 420,000 

Total Lease Expense $  125,000 $  125,000 $  125,000 $  125,000 $  500,000 
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ASU 2014-09 - Revenue From Contracts with Customers

• Final standard issued in May of 2014.

• Effective: for annual reporting periods (and interim for public

companies) beginning after Dec 15, 2017, (2018) and interim

reporting periods for nonpublic companies in years beginning after

Dec 15, 2018 (2019).

• Early adoption: permitted. Although no one is early adopting
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Core Principle

• An entity shall recognize revenue to depict the transfer of goods

or services to the customer in an amount that reflects the

consideration the entity receives, or expects to receive, in

exchange for those goods or services provided.

• No longer applicable in accounting principles

‒ Earnings process, matching, or transfer of risks and rewards

or title
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39

1
• Identify the contract(s) with a customer.

2
• Identify the performance obligations in the contract.

3
• Determine the transaction price.

4
• Allocate the transaction price to the performance obligations in the contract.

5
• Recognize revenue when (or as) the entity satisfied a performance obligation.



P
A

G
E
 4

0

Delivering Confidence

•

•

•

•

•

•

•

•

•

•

•

•

•



P
A

G
E
 4

1

Delivering Confidence

•

‒

•

‒

‒

‒



P
A

G
E
 4

4

Delivering Confidence

•

•

•

‒

‒

•



P
A

G
E
 4

5

Delivering Confidence

•

‒

‒

•

‒



P
A

G
E
 4

8

Delivering Confidence

•

•

•



P
A

G
E
 5

2

Delivering Confidence

•

•

‒

•



P
A

G
E
 5

3

Delivering Confidence

•

•



P
A

G
E
 5

6

Delivering Confidence

•

•

•

•

•

•

•

•

•

•

‒

‒



P
A

G
E
 5

7

Delivering Confidence

•

•



P
A

G
E
 5

9

Delivering Confidence

•

•



P
A

G
E
 6

0

Delivering Confidence

•

•

•

https://www.gaapdynamics.com/insights/blog/2015/12/15/step-by-step-step-5-differences-in-asc-605-sab-104-and-asc-606/
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Accounted for as

part of cost

Separate performance
obligation

Separate performance

obligation
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Scan to add Ken 
Gardiner to your 

contacts.
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Scan to add Tom 
Fiscoe to your 

contacts.
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Thank you to all our clients, colleagues and friends for 

your support over the last forty years! 
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