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FASB Issues FSP
Delaying Much of the
Guidance In EITF 03-1 -
Other-Than-Temporary
Impairment

The FASB issued FSP 03-1-1, Effective Date of Paragraphs 10-20 of EITF 03-1, The
Meaning of Other Than Temporary Impairment, delaying the effective date for the
recognition and measurement guidance of EITF 03-1, as contained in paragraphs 10-20,
until certain implementation issues are addressed and a final FSP providing
implementation guidance is issued. The final FSP providing implementation guidance
is expected to be issued early in December 2004. The disclosure requirements of the
consensus remain in effect. We will continue to monitor this project and issue
interpretive guidance when important decisions are reached by the FASB.

Below please find a copy of the FASB memo.
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FSP EITF 03-1-1

FASB STAFF POSITION
No. EITF Issue 03-1-1

Title: Effective Date of Paragraphs 10-20 of EITF Issue No. 03-1, “The Meaning of
Other-Than-Temporary Impairment and Its Application to Certain Investments”

Date Posted: September 30, 2004

Background

1. The FASB staff has issued a proposed Board-directed FASB Staff Position, FSP EITF
Issue 03-1-a, Implementation Guidance for the Application of Paragraph 16 of EITF Issue
No. 03-1, “The Meaning of Other-Than-Temporary Impairment and Its Application to
Certain Investments.” The proposed FSP would provide implementation guidance with
respect to debt securities that are impaired solely due to interest rates and/or sector
spreads and analyzed for other-than-temporary impairment under paragraph 16 of Issue
03-1. The Board asked constituents to comment on whether the application guidance with
respect to “minor impairments” should also be applied to securities analyzed for
impairment under paragraphs 10-15 of Issue 03-1. Based on the comment letters received
by constituents, the Board decided to further consider whether application guidance is
necessary for all securities analyzed for impairment under paragraphs 10-20 of Issue 03-1.

FASB Staff Position

2. The Board has directed the FASB staff to delay the effective date for the measurement
and recognition guidance contained in paragraphs 10-20 of Issue 03-1. This delay does not
suspend the requirement to recognize other-than-temporary impairments as required by
existing authoritative literature. During the period of the delay, an entity holding
investments should continue to apply relevant “other-than-temporary” guidance, such as
paragraph 16 of FASB Statement No. 115, Accounting for Certain Investments in Debt and
Equity Securities, including the guidance referenced in footnote 4 of that paragraph,
paragraph 6 of APB Opinion No. 18, The Equity Method of Accounting for Investments in
Common Stock, and EITF Issue No. 99-20, “Recognition of Interest Income and
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Impairment on Purchased and Retained Beneficial Interests in Securitized Financial
Assets,” as applicable. The delay of the effective date for paragraphs 10-20 of Issue 03-1
will be superseded concurrent with the final issuance of FSP EITF Issue 03-1-a. 3. The
disclosure guidance in paragraphs 21 and 22 of Issue 03-1 remains effective.

If you have any questions please call your On-Call team or

Lisa Filomia-Aktas On-Call Advisory Services Group:

On-Call Practice Leader Kobi Assaraf (212) 773-7812, Rachna Bahri (212) 773-3857, Mike
Tel: (212) 773-2833 Baldasaro (212) 773-0874, Jake Blank (212) 773-1589, Michael
E: lisa.filomia@ey.com Brosnan (212) 773-1797, Matthew Busch (212) 773-1433

Eileen Byrne (212) 773-8837, Grace Chung (212) 773-0794, Dana D’Amelio (212) 773-6845, Ron Dvir (212) 773-
0640, Steven Glenn (212) 773-1020, David Heyman (212) 773-7203, Peter Hornecker (212) 773-0227, Karla Johnsen
(212) 773-5510, Tim Kane (212) 773-3648, Hee Lee (212) 773-8605, Fredrick Martin (212) 773-4156, Kevin Reilly
(212) 773-2074, Kirk Robinson (212) 773-2713, Peter Rogers (212) 773-0900, Kenneth Schwartz (212) 773-6099,
Richard Shapiro (212) 773-2740, Paul Sheahen (212) 773-5578, Robyn Stern (212) 773-7602, Michael Strong (212)
773-3342, Erik Swanson (212) 773-0532, David Thrope (212) 773-0930, Ron Weissman (212) 773-4905, Ken
Wilchfort (212) 773-3414,

On-Call Advisory Services:

Ernst & Young's On-Call Advisory Services Group assist clients with accounting, tax and regulatory aspects
of securitization, derivative, M&A, compensation, leasing and structured transactions. This experienced
group is available 24/7 via phone, fax, email, or in person. In addition to our On-Call Advisory, we provide
related services such as operational reviews, due diligence, and training sessions.

This alert is correct to the best of our knowledge and belief as at the date of this alert. It is, however, written
in general terms and professional advice must always be obtained before any action is taken.
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