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Definition of SPACs
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Financial Reporting Requirements
Audited Financial Statements
�$!�����.!-1%.!/�0$�0�0$!�0�.#!0��+),�*5�,.+2% !�0$.!!�
5!�./��1 %0! �Ɯ*�*�%�(�/0�0!)!*0/Ł��$!�0�.#!0��+),�*5�

([KLELW����'HÀQLWLRQV�RI�7HUPLQRORJ\

Term Definition

SPAC A newly formed public company that is created with some capital contribution from its initial 
investors. A SPAC raises additional funds as it undergoes an IPO and finally uses its financial 
resources (cash from an IPO or equity from initial investors and often both) to acquire a 
target company. 

Target Company Usually a private emerging company that acquiesces to a merger with a SPAC.

de-SPAC The merger process of a SPAC with a target company.

PIPE (Private Investment on Public 
Equity)

The acquisition of additional funding through a private investment by a target company in a 
de-SPAC transaction.

Reverse Recapitalization (Reverse 
Merger)

A transaction where the acquirer is the target company rather than the SPAC. (In most 
cases, the SPAC is the acquirer) 
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��/$��* �!-1%05ŀ�0$!*�%0�)�5�*+0��!��(!�.�3$!0$!.�0$!�
�����+.�0$!�0�.#!0��+),�*5�%/�0$!���-1%.!.Ł�����@8=ő
98ő==ő99�0$.+1#$�==ő9=�$�/�#1% �*�!�+*�3$%�$�!*0%05�%/�

CPE ARTICLE

38  �!4�/��+�%!05�+"����/�  



,+0!*0%�((5�0$!���-1%.!.�ş!Ł#Łŀ�.!(�0%2!�2+0%*#�.%#$0/�+.�
�+),+/%0%+*�+"�/!*%+.�)�*�#!)!*0��* �#+2!.*%*#��+ 5�
�.!��)+*#�0$!��.%0!.%��0+��!��+*/% !.! šŁ�

�"�0$!������%/�0$!���-1%.!.�%*�0$!�)!.#!.�0.�*/��0%+*ŀ�%0�
.!�+#*%6!/��//!0/��* �(%��%(%0%!/�+"�0$!�0�.#!0��+),�*5��0�
"�%.�2�(1!�%*����+. �*�!�3%0$�����@8=Ł��1.0$!.)+.!ŀ�0$!�
�����.!Ɲ!�0/�0$!���-1%/%0%+*����+1*0%*#��* �0.�*/��0%+*�
�+/0/�+"�0$!���-1%/%0%+*�%*�%0/�,.+"+.)��Ɯ*�*�%�(�
/0�0!)!*0/�%*�%0/�,.+45�+.��+.)��ő<Ś,.+45�/0�0!)!*0Ł


+3!2!.ŀ�%"�0$!�0�.#!0��+),�*5�%/�0$!���-1%.!.ŀ�0$!�
�����* �������+*/% !.�%0���.!2!./!�)!.#!.Ł��+),�*%!/�
�+*/% !.�.!2!./!�)!.#!./��/�.!2!./!���,%0�(%6�0%+*/�/%*�!�
0$!�����ƍ/�+*(5�,.!ő)!.#!.��//!0�%/�)+/0�(%'!(5�%0/���/$�

�* �0$1/�%0� +!/�*+0�)!!0�0$!� !Ɯ*%0%+*�+"��1/%*!//���/! �
+*�����:89?ő89ŀ��'�-$!4$)"�/# �� ƛ)$/$*)�*!����0.$) ...

�$!�/1�/0�*�!�+"���.!2!./!���,%0�(%6�0%+*�%/�0$�0�0$!�
0�.#!0��+),�*5�%//1!/�!-1%05�/$�.!/�"+.�0$!�*!0�)+*!0�.5�
�//!0/�0$�0�%0�.!�!%2!/�".+)�0$!�����Ł�

�$!�0�.#!0��+),�*5�,.!/!*0/�0$!�"+((+3%*#�%*"+.)�0%+*�
%*�%0/�Ɯ*�*�%�(�/0�0!)!*0/�%*���.!2!./!�)!.#!.Ń

� ŷ� �//!0/��* �(%��%(%0%!/��0�$%/0+.%��(��+/0ń
� ŷ� �+�#++ 3%((�+.�%*0�*#%�(!��//!0/ń

� ŷ� �!0�%*! �!�.*%*#/��* �+0$!.��+),.!$!*/%2!�
%*�+)!��0�$%/0+.%��(�2�(1!/ń

� ŷ� �-1%05��* ��  %0%+*�(�,�% ő%*���,%0�(� 1!�0+�
transaction.

Contingencies (Assets and Liabilities Acquired)
�+*0%*#!*�%!/��.!�!4%/0%*#��+* %0%+*/ŀ�/%01�0%+*/�+.�/!0/�
+"��%.�1)/0�*�!/�.!/1(0%*#�%*�1*�!.0�%*05���+10�,+//%�(!�
#�%*�+.�(+//�0$�0�3%((��!�.!/+(2! �%*�0$!�"101.!Ł��$!�
��-1%.!.�ş)+/0�(%'!(5�0$!�����š�.!�+. /�0$!��+*0%*#!*�%!/�
�/���.!/1(0�+"��� !ő�����0.�*/��0%+*���/! �+*�����<=8ŀ�
Contingencies��/�"+((+3/Ń

�ŷ��*%0%�(����+1*0%*#��0���-1%/%0%+*� �0!Ń�%0�.!�+. /�0$!�
�+*0%*#!*�%!/��0�"�%.�2�(1!�%"�0$!5��.!�
,.+���(!��* �0$!��)+1*0�+"��//!0��* �
(%��%(%05���*��!�.!�/+*��(5�!/0%)�0! Ł

� ŷ���1�/!-1!*0����+1*0%*#�ş,+/0��+)-
�%*�0%+*šŃ�%0�� &1/0/��+*0%*#!*�%!/�
�0�0$!�$%#$!.�+"�ş9š��!/0��2�%(��(!�
!/0%)�0!�+.�ş:š���-1%/%0%+*� �0!�"�%.�
2�(1!�(!//��*5��)+.0%6�0%+*Ł

Contingent Considerations
�*��� !ő�����0.�*/��0%+*ŀ�0$!������
��-1%.!.�)�5�$�2!�1*�!.0�%*05�
.!#�. %*#�0$!�"�%.�2�(1!�+"�0$!�0�.#!0�
�+),�*5Ł��*!�3�5�0+��  .!//�0$%/�
�+*�!.*�%/�"+.�0$!������0+�!*0!.�%*0+�
�#.!!)!*0/�3%0$�0$!�/$�.!$+( !./��* �
!),(+5!!/�+"�0$!�0�.#!0��+),�*5�0+�
%//1!��  %0%+*�(�/$�.!/�+.�.!(!�/!�/$�.!/�
".+)�!/�.+3�+.�+0$!.�.!/0.%�0%+*/�
 1.%*#�0$!�,+/0ő)!.#!.�,!.%+ �%"�
0$!�0�.#!0��+),�*5�)!!0/��!.0�%*�
,!."+.)�*�!�+�(%#�0%+*/�ş!Ł#Łŀ�)!!0%*#�

�!.0�%*�/�(!/�(!2!(�+.���$%!2%*#���/0+�'�,.%�!�$1. (!šŁ

�1.0$!.)+.!ŀ�0$!������)�5�!*0!.�%*0+���0.�*/��0%+*�"+.�
%0/�+3*��!*!Ɯ0�+.�"+.�0$!��!*!Ɯ0�+"�0$!�*!3(5�"+.)! �
�+),�*5Ł��$!/!�0.�*/��0%+*/�/$+1( ��!����+1*0! �"+.�
/!,�.�0!�".+)�0$!���-1%/%0%+*Ł��$!�"+((+3%*#�%/���(%/0�+"�
/1�$�0.�*/��0%+*/Ń

� ŷ� �!00(!���,.!!4%/0%*#�.!(�0%+*/$%,�ş����@8=ő98ő==ő:8�
0$.+1#$�==ő:;šń

� ŷ� �+),!*/�0!�!),(+5!!/�"+.�"101.!�/!.2%�!/�œ��+)-
,!*/�0%+*�!�.*ő+10�ş����@8=ő98ő==ő:<�0$.+1#$�
==ő:>šń��* 

� ŷ� �!%)�1./!�0$!�"+.)!.�+3*!./�"+.���-1%/%0%+*�
.!(�0! ��+/0/�œ�/$�.!$+( !./�!�.*ő+10�ş����
@8=ő98ő:=ő:;šŁ

The SPAC may enter into a transaction 
for its own benefit or for the benefit of 

the newly formed company.
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Settlement of Preexisting Relationship
�$!�������* �0�.#!0��+),�*5�)�5�$�2!���,.!!4%/0%*#�
�+*0.��01�(�+.�*+*�+*0.��01�(�.!(�0%+*/$%,�ş!Ł#Łŀ�0$!�
0�.#!0��+),�*5�$�/��*��..�*#!)!*0�0+�.!*0���/,��!�0+�
0$!�����šŁ��"��� !ő�����0.�*/��0%+*�%*�!Ƣ!�0�/!00(!/���
,.!!4%/0%*#�.!(�0%+*/$%,ŀ�0$!���-1%.!.�ş)+/0�(%'!(5�0$!�
����š�.!�+#*%6!/���#�%*�+.�(+//�"+.�0$!�/!00(!)!*0�+"�/1�$�
,.!!4%/0%*#�.!(�0%+*/$%,Ł

Earn-out Provisions in de-SPAC Transactions
����@8=�,.+2% !/�!%#$0�%* %��0+./�0+��//!//�3$!0$!.���
�+*0%*#!*0�,�5)!*0�%/�,�.0�+"����1/%*!//��+)�%*�0%+*�
+.���,+/0ő�+)�%*�0%+*��+),!*/�0%+*��+/0Ł�	!*!.�((5ŀ�
�+*0%*#!*0�,�5)!*0/�0+�/!((%*#�/$�.!$+( !./�0$�0�
.!)�%*�!),(+5! ��* ��.!�,.+2% %*#�"101.!�/!.2%�!/��.!�
,+/0ő�+)�%*�0%+*��+),!*/�0%+*��+/0/ŀ�,�.0%�1(�.(5�%"�
���+*0%*#!*0�,�5)!*0�%/�"+."!%0! �1,+*�0!.)%*�0%+*�+"�

!),(+5)!*0Ł�Today’s CPA�,1�(%/$! �0$!�"+((+3%*#�03+�
�.0%�(!/�0$�0� %/�1//�!�.*ő+10�,.+2%/%+*/Ń

� ŷ� �+),!*/�0%+*���.*ő�10/��* ��+/0��1/%*!//�
�+)�%*�0%+*���.*%*#��1.,.%/!/�ş�+/!"���/$05ŀ�
��.�$Ś�,.%(�:89:š�$00,/ŃŚŚ&+/!".�/$05Ł�+)Ś
1,(+� /Ś;Ś<Ś9ŚAŚ;<9A8=@AŚ!�.*ő+10ő, "Ł, "

� ŷ� �$�.!$+( !./ƍ���.*ő�10/��* ���.*%*#/���*�#!-
)!*0�ş�+/!"���/$05ŀ���.�$Ś�,.%(�:89<š�$00,/ŃŚŚ
&+/!".�/$05Ł�+)Ś1,(+� /Ś;Ś<Ś9ŚAŚ;<9A8=@AŚ:89<ő<ŗ
/$!ŗőŗ0�,�Ł, "

����@8=ő98ő==ő:=�$�/�0$!��.%0!.%��%*�(1 ! �%*��4$%�%0�
:�0+�% !*0%"5�%"��+*0%*#!*0��+*/% !.�0%+*�%/�,�.0�+"�0$!�
�1/%*!//��+)�%*�0%+*�+.�,+/0ő�1/%*!//��+)�%*�0%+*�
compensation cost.

([KLELW����&RQWLQJHQW�&RQVLGHUDWLRQV

Additional 
Consideration

Post-Business 
Compensation

a If selling shareholders continue their employment and become key employees 
(most likely a contingent consideration arrangement)

X

b If duration of employment is longer than the contingent payments period X

c If the employee compensation (excluding contingencies) is comparable to other 
employees

X

d If non-employee selling shareholders receive lower contingent consideration 
than employee selling shareholders

X

E If selling shareholders, who become key employees, have substantial and major 
number of shares 

X

F If the initial consideration transferred is at the low end of the valuation X

g1 If the contingent payment is a percentage of earnings X

g2 If the contingent payment is based on a multiple of earnings X

h Contingent payments that are attributable to something other than consideration 
for the target company

(1) (1)

(1) SPAC recognizes these transactions in accordance with GAAP during the 
post-combination period
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��.*ő+10/�)�5�%*�(1 !�0$!�%//1�*�!�+"��  %0%+*�(�
/!�1.%0%!/�+.� %/0.%�10%+*�+"���/$�+.�+0$!.��+*/% !.�0%+*�
��/! �+*��!.0�%*�,+/0ő�+)�%*�0%+*�!2!*0/�ş!Ł#Łŀ�!�.*%*#/ŀ�
/0+�'�,.%�!/�+.�+0$!.�"��0+./šŁ���.*ő+10�/!�1.%0%!/�%*� !ő
�����0.�*/��0%+*/��.!�1/1�((5�+*!�+"�0$!�"+((+3%*#�05,!/Ń�

� ŷ� �+*ő-1�(%Ɯ! �/0+�'�+,0%+*/�ş����/šń
� ŷ� �!/0.%�0! �/0+�'�1*%0/�ş���/šń
� ŷ� �!/0.%�0! �/0+�'�ş��šń
� ŷ� ��..�*0/Ł�ş�$!/!�05,!/�+"�3�..�*0/��.!�1/1�((5�

���+1*0! �"+.�1* !.�����?9@Ł��"�*+0ŀ�0$!5��.!�3%0$%*�
0$!�/�+,!�+"�����<@8ŀ�����@9=ő98��* �<8Ł�ş�$!�
*!3(5�"+.)! ��+),�*5ŀ�.�0$!.�0$�*�0$!�����ŀ�
%//1!/�0$!/!�3�..�*0/��* �0$!%.����+1*0%*#�0.!�0-
)!*0�%/� %Ƣ!.!*0�0$�*������3�..�*0/� %/�1//! �
(�0!.�%*�0$%/��.0%�(!Łš

�*���-1%.!.�.!�+#*%6!/�!�.*ő+10��+*/% !.�0%+*/��0�0$!%.�
��-1%/%0%+*ő �0!�"�%.�2�(1!��/�,�.0�+"�0$!��+*/% !.�0%+*�
0.�*/"!..! �%*�0$!���-1%/%0%+*�ş����@8=ő;8ő:=ő=š��* �
�(�//%Ɯ!/�%0��/�!-1%05ŀ��*��//!0�+.���(%��%(%05Ł

�+*0%*#!*0��+*/% !.�0%+*��(�//%Ɯ! ��/�!-1%05�%/�*+0�
.!)!�/1.! ��"0!.�0$!���-1%/%0%+*� �0!��* �/1�/!-1!*0�
/!00(!)!*0�%/����+1*0! �"+.�3%0$%*�!-1%05Ł

�+*0%*#!*0��+*/% !.�0%+*��(�//%Ɯ! ��/�(%��%(%05�ş+.��//!0š�
%/�.!)!�/1.! ��0�0$!�!* �+"�!��$�.!,+.0%*#�,!.%+ �
1*0%(�0$!��+*0%*#!*�5�%/�!* ! Ł��+),�*%!/�.!�+#*%6!�
�$�*#!/�%*�"�%.�2�(1!�+"��+*0%*#!*0��+*/% !.�0%+*/�%*�
!�.*%*#/�1*(!//�0$!��+*0%*#!*�5�%/��� !.%2�0%2!��* �$�/�
�!!*� !/%#*�0! ��/���$! #%*#�%*/0.1)!*0�%*�����/$�Ɲ+3�
$! #%*#�.!(�0%+*/$%,Ł�ş�+,%��@9=�.!-1%.!/�0$�0��+),�*%!/�

.!�+#*%6!��*5��$�*#!/�%*�"�%.�2�(1!�%*%0%�((5�%*�+0$!.�
�+),.!$!*/%2!�%*�+)!Łš

Share-Settleable Earn-Out Arrangements (Shareholders 
Earn-Outs)
�1!�0+�1*�!.0�%*05�%*�0$!�"�%.�2�(1!�+"�0$!�0�.#!0�
�+),�*5ŀ��������)�5��#.!!�0+�!*0!.�%*0+�/$�.!$+( !./�
!�.*ő+10��..�*#!)!*0/�3%0$�0$!�0�.#!0ƍ/�/$�.!$+( !./ŀ�
0$!�����ƍ/�/,+*/+./�+.��+0$Ł�����/ƍ�/$�.!$+( !./�!�.*ő
+10/�$�2!�0$!�"+((+3%*#��$�.��0!.%/0%�/Ń

� ŷ� ��*!3(5�"+.)! ��+),�*5�%//1!/��  %0%+*�(�/$�.!/�
0+��!*!Ɯ�%�.%!/�ş��**+0��!���/$�/!00(!)!*0��3�. /š�
%"��!.0�%*�!2!*0/�+��1.�+.��!.0�%*��+* %0%+*/��.!�
)!0�ş!Ł#Łŀ�/0+�'�,.%�!/�.!)�%*�3%0$%*����!.0�%*�.�*#!�

+.���$%!2%*#��!.0�%*�.!2!*1!�0�.#!0/šŁ

ŷ����*!3(5�"+.)! ��+),�*5�%//1!/��((��+)-
)%00! �/$�.!/ŀ�*+0�,.!2%+1/(5�%//1! ŀ�
1,+*�0$!�+��1..!*�!�+"��!.0�%*�!2!*0/�
ş!Ł#Łŀ��$�*#!�+"��+*0.+(šŁ

�$�.!/�%*��*5�/$�.!$+( !./�!�.*ő+10�
�..�*#!)!*0/��.!�+"0!*�%*�0$!�"+.)�+"�
.!/0.%�0! �/0+�'�ş��š��* �/1�&!�0�0+�!%0$!.�
0.�*/"!.�.!/0.%�0%+*/�+.�"+."!%01.!�1,+*�
+��1..!*�!�+"��!.0�%*�!2!*0/�+.��+* %0%+*/Ł

Compensation Earn-Out Arrangements
�+),!*/�0%+*�!�.*ő+10/��.!��+*0%*#!*0�
,+/0� !ő�����!4,!*/!/Ł��������,.+)%/!/�
�!.0�%*��+),!*/�0%+*�%*�0$!�"+.)�+"�/0+�'�
�3�. /�+.���/$�0+��!.0�%*�'!5�!),(+5!!/�
+"�0$!�0�.#!0��+),�*5�0+�)�%*0�%*�0$!%.�
/!.2%�!/�"+.����!.0�%*�,!.%+ �+"�0%)!�+.�

!*/1.!���$%!2!)!*0�+"��!.0�%*�#+�(/�3%0$%*���,!.%+ �+"�
0%)!�/1�/!-1!*0�0+�0$!� !ő�����0.�*/��0%+*Ł

�+),�*%!/�1/1�((5��+* %0%+*�!�.*ő+10/���/! �+*�
/!.2%�!ŀ�,!."+.)�*�!�+.�)�.'!0��+* %0%+*/�ş!Ł#Łŀ���/+(10!�
+.�.!(�0%2!�/0+�'�,.%�!�$1. (!šŁ����+1*0%*#�"+.�/0+�'�
�+),!*/�0%+*��3�. ��..�*#!)!*0/�%/�3%0$%*�0$!�/�+,!�+"�
����?9@ŀ�Compensation – Stock Compensation.

SPAC Warrants
�%*�!��������$�/�*+�)!�*/�+"�)�'%*#�)+*!5�1*0%(�
%0�% !*0%Ɯ!/��* �0$!*�)!.#!/�3%0$���0�.#!0ŀ�%0�%//1!/�
3�..�*0/��/��*�!*0%�!)!*0�0+�%0/�/,+*/+./��* �%*2!/0+./�
0+�#�%*�+2!.��* ���+2!��*50$%*#�0$!%.�/$�.!/�)�5�
#!*!.�0!ŁП�$!����+1*0%*#�%//1!��!*0!./�+*�3$!0$!.�/1�$�
3�..�*0/��.!��!%*#���0!#+.%6! �,.+,!.(5�%*�0$!�Ɯ*�*�%�(�
/0�0!)!*0/�+"�0$!�,.!,�.!.Ł

Warrants are common features in SPAC 
transactions, which SPACs typically 

grant to their initial investors. 
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�$!�1*%0/�/+( �%*������������05,%��((5��+),.%/!�+*!�/$�.!�
+"��+))+*�/0+�'��* ���3�..�*0�0+�,1.�$�/!�+*!ő$�("�
+"�+*!�/$�.!�+"��+))+*�/0+�'�%*�0$!�"101.!Ł��$!������
%//1!/�3�..�*0/ŀ�3$%�$��!�+)!�!4!.�%/��(!�/$+.0(5��"0!.�
0$!� !ő�����0.�*/��0%+*ŀ�3%0$���/0.%'!�,.%�!�0$�0�%/�+10�+"�
)+*!5�ş1/1�((5�99=ż�+"�0$!�,.%�!�,!.�1*%0�%*�0$!����šŁ

����/�$�2!�05,%��((5�0.!�0! �0$!/!�3�..�*0/��/�
!-1%05�%*/0.1)!*0/ŀ��10�0$!�����$�/�/0�.0! �0+�(++'�
�(+/!(5��0�0$!����+1*0%*#�,.��0%�!/��+**!�0! �3%0$�
0$!/!����+1*0%*#�,.��0%�!/��* �$�/�*+0! �,+0!*0%�((5�
,.+�(!)�0%��,�00!.*/Ł��*��,.%9�:8:9ŀ�0$!�����/0�Ƣ�/0�0! �
0$�0�/1�$�3�..�*0/ŀ� !,!* %*#�+*�0$!%.�0!.)/ŀ�/$+1( �*+0�
�!�0.!�0! ��/�!-1%05�%*2!/0)!*0/��10�%0�%/�.�0$!.�)+.!�
�,,.+,.%�0!�0$�0�����/�0.!�0�0$!)��/�(%��%(%0%!/Ł

�+),�*%!/�*!! �0+�1, �0!�0$!�2�(1�0%+*�+"�(%��%(%05�
�(�//%Ɯ! ��3�. /�!��$�.!,+.0%*#�,!.%+ ��* �.!Ɲ!�0�0$!�
�$�*#!/�%*�"�%.�2�(1!/�%*�!�.*%*#/Ł��$!.!"+.!ŀ�����/ŀ�
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CPE ARTICLE: ACCOUNTING FOR DE-SPAC TRANSACTIONS
By Josef Rashty

1. What is a SPAC?
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2. Some analysts have argued that the SEC scrutiny:
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3. SPACs are subject to SEC reporting requirements 
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5. The SEC has delayed external auditor’s attestation under 
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8. Earn-outs are based on certain post-combination events and 
may include:
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9. Companies usually condition their earn-outs based on the 
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10. SPACs typically grant warrants to their:
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