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Financial Accounting Standards Board

We would like to take this opportunity to comment on the proposed amendment of FASB Statement No. 128.

| Fzrst, we do not believe the pmpesed chan ges for EPS caicuEaﬁans have my additional theoretical suppcri than

the existing EPS standard, and the proposal does not improve financial reporting. Second, the proposed
standard is needlessly complex and administratively burdensome. We believe the Board may not have
received many comment letters on this issue since many companies have been too overwhelmed with other
issues to thoroughly analyze this proposal. The Board should seek more input from implementation groups
regarding the practical application of these proposed changes, particularly for a company that has numerous
awards each year. For example, a literal reading of the propoesed standard would require computing the
average market price and average unrecognized compensation under the treasury stock method for each award
made during the year to reflect the specific period that each award was outstanding. This is in addition to the
calculations required for awards outstanding as of the beginning of the year. Under the proposal, after
computing the dilutive number of shares for each specific award for a particular quarter, the average stock
price and average unearned compensation (and average liability if the alternative approach is adopted) for each
award would then need to be updated for each subsequent year-to-date calculation. This doubles and triples
the effort required to compute diluted EPS throughout the entire year. The existing earmings per share
calculation should be retained where dilutive shares are determined for a quarter, do not change after the
quarter, and are averaged into the year-to-date calculation.

Year-to-date dilutive shares should continue to be based on the current method of averaging the quarterly

computations. We question the theoretical support and usefulness of reflecting subsequent events in EPS by
effectively recomputing previous quarters' EPS in the year-to-date computation. Given the complexities that
already exist surrounding the application of FAS 128 and the communication problems incurred with the
investment community when it was adopted, we do not see why the EPS computation should again be
changed. Although possible under the current standard, the proposed standard will lead to more frequent
situations when earnings per share for the quarters will not add to the year. This is difficult to communicate
and confusing to non-technical users. Any perceived benefits of convergence do not merit deterioration of
U.S. GAAP and should not discount understandability and simplicity. In fact, if any changes are to be
considered, we support a notion that earnings per share for a year-to-date period should merely equal the sum
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of the penods (monthly, quarterly, su{-months or annual) regularly reported by a conipany. ThlS prowdes
appropriate flexibility to accommodate U. S and fore1gn public compames as well as private compames

Hithe e‘armngs per share standards are changed we recommend amendmg the disclosures to no longer require

the presentation of basic EPS on the face of the income statement. Numerous EPS amounts currently are
required to be disclosed on the income statement (such as earnings from continuing operations, discontinued
operations, accounting changes and net carnings) for both basic and diluted shares. However, diluted earnings
per share amounts are the measures emphasized by the investment community and other users of the financial
statemerits. Frankly, we do not find basic EPS useful, but if 1t 18 requlred to be disclosed, it should only be

" included in the reconciliation of basic and diluted EPS in the footnotes.

We also have suggestions to make the amended standard more understandable and operational. We generally
support including the carrying amount of an instrument accounted for as a liability in assumed proceeds.
Howevert, if the average stock price in the alternative approach is used for share-based stock awards treated as
liabilities, these instruments would rarely, if ever, be dilutive (considering the assumed buyback of shares with

“the liability and unearned compensation). Therefore, we believe a more direct approach would be to simply

exclude employee stock awards accounted for as liabilities from the computation of diluted EPS altogether.

“Also, (¢) of paragraph 21 in the proposed amendment should be changed to read “the average amount of

compensation cost attributed to future services and not yet recognized” to clearly articulate the concept
demonstrated in Tustration 8 of FAS 128, as amended by FAS 123R. Further, the standard should clarify

whether the portion of an award required to be withheld to meet the employer’s minimuimn statutory
mthholdmg requlrements would be cons:éered stock Of cash settled u.nder paragraph 29.

' optlons outstandmg at the begummg of the penod combmed with optwns awarded dunng the pcned as well

E'Fwo of the stated reasons fm- 1ssznng this pr‘ JOSE
and 2) to increase international EPS eomparablhty The first goal certainly will not be accomplished because
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R ;We appreezate the eppﬁrﬁmﬂy to respﬂﬂé to the Beﬁé’s Prepﬂseé amendm

as, clarify whether the average market price under the treasury stock method is calculated as the average for
the entire period or just the period a new award was outstanding in these situations. If the Board’s intent 15
that these computations be done separately for each award made during a quarter, and then re-done in each
subsequent year-to-date periods as the average share price, unearned compensation and liability change, this

should be made very clear. This, of course, creates great cen'qalexzty

this proposal actually further complicates EPS computations by requiring recomputation of dilutive shares in
prior quarters in year-to-date computations for each specific award. Further, even if the amended FAS 128 1s
issued, IAS 33 and future amendments of IAS 33 by the IASB may not make the international standards

consistent with U.S. GAAP. Therefere we stmng}y oppese the prapesed changes to the computation of
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'. | 'and trust that our cemmnts w1ﬂ be seneusly ecmsrdered n ﬁmzre Beard delzberatzons en thls issue,

se Es‘x:eiement were 1) tﬁ snmpﬁfy EPS eompumtlen gmdanee I
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