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AICPA Investment Companies Expert Panel 

Detail agenda 

November 14-15, 2022, meeting highlights 

I. Accounting/Reporting Issues: 
1. The Expert Panel discussed a scenario where a private equity fund has an 

investment in a convertible note purchased at par, where the interest will be paid 
in-kind, and the terms of the note provide for an initial stated rate that changes to 
a lower rate if the note is converted into equity. The EP considered how to 
account for the interest income when the rate is contingent on whether a 
conversion occurs. The EP will continue discussing this topic at the March 2023 
meeting. 

2. The EP considered classifying investments in open-end mutual funds in the fair 
value hierarchy under ASC 820, given that they do not have observable trading 
information on a secondary market exchange. The EP discussed that open-end 
mutual funds generally publish a price daily, and the fund stands ready to transact 
at that price. As such, EP members discussed that classifying open-end mutual 
funds as Level 1 in the fair value hierarchy would generally be appropriate, to the 
extent they have a daily published NAV at which investors freely subscribe to or 
redeem from the fund. To the extent that the investee fund has redemption 
restrictions, a fund should consider whether the investment has a readily 
determinable fair value or should instead be valued using NAV as a practical 
expedient.  

3. The EP discussed potential implications, if any, for investment companies 
meeting the definition of dealer under the SEC proposed rule, including (1) 
financial reporting ramifications, such as whether the fund would follow ASC 946 
for investment companies or ASC 940 for broker-dealers and whether there could 
be any ASC 740 implications, (2) supplemental schedules of net capital, (3) 
exemption reports and (4) other matters. The EP members discussed concerns 
about whether an entity can be both an investment company and a dealer from an 
accounting perspective.  

https://www.sec.gov/rules/proposed/2022/34-94524.pdf


4. The EP shared views regarding the SEC’s proposed rule on open-end fund 
liquidity risk management programs and swing pricing.  

5. The EP members discussed target-date entities that offer built-in guaranteed-
income annuities with payouts to each individual investor dependent on their 
particular life expectancy, including considerations as it relates to these entities 
meeting the definition of an investment company, as defined by ASC 946.  

6. The EP members continued the discussion on whether cryptocurrency staking 
would impact an entity’s status as an investment company, which was previously 
discussed during the July 19-20, 2021, EP meeting. Staking is a consensus 
mechanism used for certain cryptocurrencies to verify transactions within the 
blockchain. At the November 2022 meeting, the EP members discussed that 
staking may take different forms and the accounting may differ based on who 
performs the verification (the entity itself or a third party to whom the entity 
delegates the verification). Some of the EP members revisited their previously 
shared views that staking activities could be analogous to securities lending 
activities, which generate investment income and may be consistent with the 
activities of an investment company. The EP members agreed that the design and 
purpose of the entity should be assessed against the fundamental and typical 
characteristics of an investment company under ASC 946 to determine whether it 
qualifies as an investment company. If staking activities by investment companies 
become more prevalent, the EP members will revisit this topic at a future meeting.  

7. The EP considered a scenario where a feeder fund in a master/feeder structure 
issues its interests in the form of debt and equity, where each investor in the 
feeder fund has the same pro rata split (85% debt, 15% equity). The EP will 
revisit this topic at its March 2023 meeting.  

8. The EP considered how a private fund that enters into foreign currency forward 
exchange agreements should aggregate these agreements in the condensed 
schedule of investments if the total of these contracts exceeds 5 percent of the net 
assets, yet none exceeds individually. The EP members discussed that there is no 
clear guidance around this scenario. One EP member recommended considering if 
the fund has an exposure of over 5 percent in any particular foreign currency. If 
so, it could be appropriate to disclose contracts in that foreign currency separately. 

 
II. Audit and Attest 

1. The EP considered changes to the illustrative report on examinations of securities 
pursuant to Rules 17f-1 and 17f-2 under the 1940 Act from chapter 12 of the AICPA 
Audit and Accounting Guide Investment Companies. Those changes have been 
reflected in the 2022 edition of the guide. 

2. In light of forthcoming  revisions to the International Ethics Standards Board for 
Accountants (IESBA) Code, the EP considered the practical application of these 
revisions to independence, including (1) the process for pre-concurrence of non-
assurance services provided to controlled unconsolidated entities and entities 
controlling the public interest entity (PIE) (Note: it is assumed the PIE is an SEC 
registered entity that already complies with SEC/PCAOB pre-approval requirements 

https://www.sec.gov/rules/proposed/2022/33-11130.pdf
https://www.ifac.org/system/files/publications/files/2022-IESBA-Handbook_ENG_Web_Secure.pdf
https://www.ifac.org/system/files/publications/files/2022-IESBA-Handbook_ENG_Web_Secure.pdf


for services to the PIE and its consolidated subsidiaries) and (2) fee disclosures for 
PIE entities that do not have current fee disclosure requirements under SEC/PCAOB 
rules (e.g., US private funds/advisers that are listed on a foreign exchange, and 
therefore, are considered PIEs under the IESBA definition). One member raised a 
concern around potential challenges with receiving pre-concurrence from an 
investment adviser or a fund when the portfolio company of a private fund is a PIE. 
Another EP member expressed a concern that certain separate accounts of life 
insurance entities that qualify as PIEs may require a fee disclosure available publicly 
even though these entities may not even have their own website. Another EP member, 
however, noted that such fee disclosure would likely need to be available at the 
entity’s adviser level.  
 
 

III. SEC Staff Update 
Disclaimer  
The following comments and observations were compiled by the AICPA Investment 
Companies Expert Panel and AICPA staff and are not authoritative positions or 
interpretations issued by the SEC or its staff. The comments and observations were 
not transcribed by the SEC or its staff and have not been considered or acted upon 
by the SEC or its staff. Accordingly, these comments and observations do not 
constitute a statement of the views of the SEC or its staff. 
1. Recent speeches and statements: 

• 2022 SEC Regulation Outside the United States - Scott Friestad Memorial 
Keynote Address by William Birdthistle, Director, Division of Investment 
Management, November 14, 2022 

• From Chair Gary Gensler: 
● Statement on Financial Stability Oversight Council’s Report on Digital 

Asset Financial Stability Risks and Regulation Before the Financial 
Stability Oversight Council Open Meeting, October 3, 2022 

● “Competition and the Two SECs” Remarks Before the SIFMA Annual 
Meeting   

● “This Law and Its Effective Administration”: Remarks Before the 
Practising Law Institute’s 54th Annual Institute on Securities 
Regulation, November 2, 2022 

• Paul Munter, Acting Chief Accountant The Auditor’s Responsibility for 
Fraud Detection, October 11, 2022 

2. Tailored Shareholder Reports for Mutual Funds and Exchange-Traded Funds; Fee 
Information in Investment Company Advertisements (Adopted October 26th, 2022; 
Effective January 24, 2023; see adopting release for compliance date): 
Amendments to improve and modernize fund shareholder reports and to promote 
transparent fee and expense related information in fund advertisements 

● Require mutual funds and exchange-traded funds to transmit concise 
and visually engaging shareholder reports. While fund shareholder 
reports today can be lengthy and complex, shareholders going forward 
will receive concise, tailored shareholder reports which will highlight 

https://www.sec.gov/news/speech/birdthistle-friedstad-memorial-20221114
https://www.sec.gov/news/speech/birdthistle-friedstad-memorial-20221114
https://www.sec.gov/news/speech/gensler-statement-fsoc-meeting-100322
https://www.sec.gov/news/speech/gensler-statement-fsoc-meeting-100322
https://www.sec.gov/news/speech/gensler-statement-fsoc-meeting-100322
https://www.sec.gov/news/speech/gensler-sifma-speech-102422
https://www.sec.gov/news/speech/gensler-sifma-speech-102422
about:blank
https://www.sec.gov/news/speech/gensler-remarks-practising-law-institute-110222
https://www.sec.gov/news/speech/gensler-remarks-practising-law-institute-110222
https://www.sec.gov/news/speech/gensler-remarks-practising-law-institute-110222
https://www.sec.gov/news/statement/munter-statement-fraud-detection-101122
https://www.sec.gov/news/statement/munter-statement-fraud-detection-101122


key information such as fund expenses, performance, and portfolio 
holdings.  

● Utilizing a layered disclosure regime, certain information that may be 
more relevant to financial professionals and investors who desire more 
in-depth information will no longer appear in a fund’s shareholder 
reports, but rather, will be available on a website identified in the 
shareholder report. 

● The staff highlighted that while the audited financial statements will 
no longer appear in the annual shareholder report, both the audited 
financials (N-CSR Item 7) and shareholder reports (N-CSR Item 1) 
will appear in Form N-CSR, and accordingly, auditors should consider 
their responsibilities over additional material included in filings with 
audited financial statements pursuant PCAOB AS 2710.  

● In addition to modernizing fund shareholder reports, the Commission 
adopted amendments to investment company advertising rules to 
promote transparent and balanced presentations of fees and expenses 
in investment company advertisements. 

● The Commission adopted amendments to exclude open-end funds 
from the scope of rule 30e-3, which generally permits certain 
registered investment companies to satisfy shareholder report 
transmission requirements by making these reports and other materials 
available online and providing a notice of the reports’ online 
availability, instead of directly providing the reports to shareholders. 
The amendments excluding open-end funds from rule 30e-3 are 
intended to help ensure that all open-end fund investors will 
experience the benefits of the new tailored shareholder reports. Open-
end fund shareholders will directly receive the new tailored annual and 
semiannual reports, either in paper or, if the shareholder has so elected, 
electronically. 

The rule as adopted can be viewed here: 
https://www.sec.gov/rules/final/2022/33-11125.pdf  
A press release with more detail can be viewed here: 
https://www.sec.gov/news/press-release/2022-193  
Fact sheet: 33-11125-fact-sheet.pdf (sec.gov) 

3. Open-End Fund Liquidity Risk Management Programs and Swing Pricing; Form N-
PORT Reporting Liquidity rule proposal  
The proposed amendments would 

• Enhance how open-end funds other than money market funds (“MMFs”) and 
certain exchange traded funds (“ETFs”) classify the liquidity of their 
investments and requiring a minimum amount of highly liquid assets of at 
least 10 percent of net assets be set and maintained; 

• Require any open-end fund, other than a MMF or ETF, to use swing pricing 
and implementing a “hard close” to operationalize this pricing and to improve 
order processing more generally; and 

https://www.sec.gov/rules/final/2022/33-11125.pdf
https://www.sec.gov/news/press-release/2022-193
https://www.sec.gov/files/33-11125-fact-sheet.pdf
https://www.sec.gov/news/press-release/2022-199
https://www.sec.gov/news/press-release/2022-199


• Provide for more frequent, timelier, and more detailed public reporting of 
fund information, including information about funds’ liquidity and use of 
swing pricing.  

The proposal seeks to improve these funds’ liquidity classifications by establishing 
new minimum standards for classification analyses, including some that incorporate 
stressed conditions, and by updating the liquidity categories to limit the extent of a 
fund’s investments in securities that do not settle within seven days. These changes 
are designed to help better prepare funds for stressed conditions and prevent funds 
from over-estimating the liquidity of their investments. Affected funds would also be 
required to maintain a minimum amount of highly liquid assets of at least 10 percent 
of net assets to help manage stressed conditions and heightened redemption levels. 
These funds would publicly report certain information about their liquidity profiles to 
improve the availability of information about liquidity risk for investors as well as 
information about use of liquidity classification service providers. 
 
In addition, the proposal would require open-end funds other than money market 
funds and exchange-traded funds to use a liquidity management tool called “swing 
pricing,” which is a method to allocate costs stemming from inflows or outflows to 
the investors engaged in that activity, rather than diluting other shareholders. The 
proposal would also require a “hard close” for relevant funds. With a hard close, 
investor orders would need to be received by the fund, its transfer agent, or a 
registered clearing agency by the time of the fund’s pricing, typically 4 p.m. ET, to 
receive that day’s price. In addition to helping to operationalize swing pricing, a hard 
close would help prevent late trading of fund shares and improve order processing. 
The release also includes questions about alternative liquidity management tools, 
such as the use of liquidity fees. 
 
Finally, the proposal would provide the Commission and investors with timelier 
information. As proposed, funds would be required to file portfolio and other 
information on Form N-PORT on a monthly basis within 30 days, with the report 
becoming public after 30 additional days. This change would triple the amount of 
information currently available to investors and would apply to all registrants that 
report on Form N-PORT, including most open-end funds and registered closed-end 
funds, with certain exceptions. Furthermore, the proposal would require funds to 
provide a Regulation S-X-compliant Schedule of Investments (Part F) for each month 
(except for months that reflect annual or semi-annual reporting dates). 
 
The proposal can be viewed here:  
https://www.sec.gov/rules/proposed/2022/33-11130.pdf   
A press release with more detail can be viewed here: 
https://www.sec.gov/news/press-release/2022-199   
Fact sheet: Open-End Fund Liquidity Risk Management and Swing Pricing (sec.gov) 
 

4. Proposed oversight requirements for certain services outsourced by investment 
adviser: 

https://www.sec.gov/rules/proposed/2022/33-11130.pdf
https://www.sec.gov/news/press-release/2022-199
https://www.sec.gov/files/33-11130-fact-sheet.pdf


The proposal would require advisers to satisfy specific due diligence elements before 
retaining a service provider that will perform certain advisory services or functions, 
and to carry out periodic monitoring of the service provider’s performance thereafter.  

● The rule would apply to advisers that outsource certain “covered functions,” 
which include those services or functions that are necessary for the 
investment adviser to provide its investment advisory services in compliance 
with the Federal securities laws, and that if not performed or performed 
negligently would be reasonably likely to cause a material negative impact 
to the adviser’s clients.  

● The proposal can be viewed here: 
https://www.sec.gov/rules/proposed/2022/ia-6176.pdf  

● A press release with more detail can be viewed here: 
https://www.sec.gov/news/press-release/2022-194 

● Fact sheet: ia-6176-fact-sheet.pdf (sec.gov)  
5. The staff discussed restricted securities and whether the differences in definitions of a 

security subject to restrictions under S-X Rule 6-03(f) and FASB ASU No. 2022-03 
“Fair Value Measurement of Equity Securities Subject to Contractual Sale 
Restrictions” could result in conflicting disclosures. The staff highlighted that 
whether a security is restricted is a facts and circumstances determination and may 
require assistance from legal counsel. Registrants should consider the nature and the 
extent of a restriction in determining whether it meets the definition under Regulation 
S-X and related topics. A registrant’s financial statement disclosures should comply 
with both S-X and US GAAP. The staff reminded registrants that a contractual sale 
restriction highlighted by the ASU may be an indicator that S-X required disclosures 
apply. Similarly, securities identified as restricted on the schedule of investments may 
indicate contractual restrictions also exist under US GAAP. The staff reiterated the 
importance of understanding the issuance, restrictions on public offerings, and other 
contractual restrictions in determining the required disclosures. 
The staff also addressed the concept in the context of 144A securities and referred to 
the AICPA Investment Companies Expert Panel meeting highlights from June 2004, 
which addressed 144A securities. Specifically, when the board has determined that a 
144A security is not restricted and is liquid, the fund would flag the security in the 
schedule of investments as being a 144A security but typically would not include the 
restricted security disclosures required by footnote 8 of Section 12-12 of Regulation 
S-X. Conversely, as described in footnote 669 of the Investment Company Reporting 
Modernization adopting release, a restricted security subject to rule 144A would be 
identified as restricted under rules 12-12, 12-12A, or 12-12B only if the security has 
restrictions and the fund cannot sell the security to qualified institutional buyers at the 
report date due to those restrictions.  

6. The SEC staff highlighted recent comments to registrants arising from the incorrect 
application of Staff Accounting Bulletin (SAB) Topic 4.C (FASB ASC 505-10-S99-
4). SAB Topic 4.C provides presentation expectations associated with capital 
changes, including stock splits and reverse stock splits, that occur after the date of the 
latest reported balance sheet but before the release of the financial statements or the 
effective date of the registration statement, whichever is later. SAB Topic 4.C 
indicates that such changes should be given retroactive effect in the balance sheet, 

https://www.sec.gov/rules/proposed/2022/ia-6176.pdf
https://www.sec.gov/news/press-release/2022-194
https://www.sec.gov/files/ia-6176-fact-sheet.pdf
https://www.sec.gov/rules/final/2016/33-10231.pdf
https://www.sec.gov/rules/final/2016/33-10231.pdf


and an appropriately cross-referenced note should disclose the retroactive treatment. 
The staff also reminded the group that this topic was further addressed under 
incremental but related views that were published in Dear CFO position 2001-05. 

7. The SEC staff reminded registrants that XBRL information is now required for 
certain closed end funds filing on Form N-2. Registrants should limit the use of 
customized tags and tags should be consistent with the US GAAP taxonomy.  

8. Exams and enforcement: 
• Risk Alert: Examinations Focused on the New Investment Adviser 

Marketing Rule has a compliance date of November 4, 2022  
• SEC Charges Venture Capital Adviser Energy Innovation Capital 

Management for Overcharging Fees 
• Deloitte’s Chinese Affiliate to Pay $20 Million Penalty for Asking Audit 

Clients to Conduct Their Own Audit Work 
• SEC Charges Audit Firm RSM and Three Senior-Level Employees with 

Failure to Properly Conduct Client Audits 
• SEC Charges Mattel with Financial Misstatements and Former PwC Audit 

Partner with Improper Professional Conduct 
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