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Tt PncewaterhouseCoopers LEP als%lreclatestheoppnrtumo m\:;oryd-ta_the proposed FABB: « - -0 -y
| Staff Position ETTF fsse 03-1-b'(he“Piopded P eive Dafe'of Pardgrapt 16 of o
EITF Issue No. 03-1, "The Meaning of Other-Than-Temporary Impairment and its
Application to Certain investmants.” We commend the FASB for its efforts in responding
quickly to constituent concerns in this regard.

We have the following cbmmeht% ha bbsdwénbni for wr cbngideration;

Because of the:aonfusion in the H&kdﬁfﬁds o&mb&rhlhb it 4 émhdetlbn of ERF 08-1.-to.
investment grade debt securities that are impained solely:because of Interest rate and/or sector
spread increases, we agree that there should be a delay in the application of paragraph 16 to
prowde the Board with time to address th1s issue

Although we support the proposed delay, we found thb mbrds in paragraph 2 of the Pmposed a i
FSP to be unclear with respect to which aspects of accounting for impaired debt securities

would be delayed by delaying the implementation of paragraph-16. We observe that-Staff

Accounting Bulfetin Topic 5M, *Other THah Tetripotaty Impairment of Certain Debt and Equity

Securities” (SAB 58) which is incorporated into the FASB's guidancs on Statement of Financial

Accounting Standard No. 115, “Accounting for Certain Investments in Debt and Equity

Securities” (SFAS 115), provides that an indicator of whether an xmpalmvent is other-than-

temporary is the intent and ability of the holder {o retain its investment in the issuer for a period

of time sufficient to allow for any anticipated recovery in market value. Comment letters have

argued that under SAB 59 if the length of time and the extent fo which the market value has

been less than cost is minor, then the assertion in paragraph 18 of ability and intent to hold an

investment untit a forecasted recovery of fair vatue-up 1o {or beyond) the cost of the investment,

which in certain cases may mean-until maturity, does net need to be made.
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¢aph 16 of EFTF05:1 rebiisin

If the Board befieves that delaying the sffective date of paragrapn 15 01 ¢ tresulsin - -
entities applying SAB 59, inchuding its nemerous indicators, in third guarter financial statements, -
this should be made more explicitin the FSP. The FSP alse should riote that application of SAB
59 would stifl require a company to assert its ablify and intent to hold.an impaired debt security
for a period of time sufficient ta aliow for any anticipated recovery in market value unless the
impairment is of mirior severity and duration. Because these interpretations would involve
guidance issued by the staff of the U.S. Securities and Exchange Commission (SEC), we
strongly recommend that the FASB work with trie SEG staff to consider and clarify whether the
delay in effectiveness of paragraph 16 of EITF 63-1 will resclve consfituent concemns
surrounding the need to represent an intent and ability to hold impalred debt securities until
farecasted recovery. ' R LT

1 ine Bt rtnds atcompariescrins o e xsing prcton i 1171111
debt securities, such as U.S. treasury securities, iha ‘solely becatse of interest

 rate and/or Sector spread increases, thert instéad of defaying the effective date of the
application of paragraph 6 of EITF 03-1, we believe the FSP should be revised to dslay the
recognition criteria (paragraph 19) for debt securilies that are impaired solely because of
interest rate andfor sector spread’increases, unjess there has been‘a decision to self the
security. This guidanice would appear ta ba corisistertt with current practice, as evidenced by
the comment letters or EITF 03-1, underwhich:companies do hot consider treasury securities -
or other debt securitiés to be othier than'temporarily impaired when the impairment is due solely
to interest rate and/ or sector spread incréases. This would not, however, affect the need for
companies to follow EITF 03-1 for {1) credit impalrments, (2) securities for which there is an
intention to selt (EITF Topic No. [-44, “Recognition of Oftrer-Than-Temporary Impaifment upon

the Planned Sale of a Security Whose Cost Exceetls Fair Value”), and (3) securities described

16 agsertthairinfen

any Gompanies adiopt

pronouncement is urusual and,-we beligve should be ore:of the rare instances a transfer to the
trading category is allowed undér paragraph 15 of SFAS 115. If such a transfer is not allowed,
companies will be required o use lower of cost'or market accounting, recognizing alf unrealized
losses in the income statement without unrealized gains being treated similarly. The FASB

should make it explicit that & ane-time transfer fo trading:from the avaliable for sale category

would be permissible in the period of adoptien of EITF 03-1. -

the opportunity.to’e
ng our-comments,




