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of EITF Issue No. 03-1,"1be MaflnlnVofother-TI(sn~Temporarylmpatrment and Its 
Application to Certain Investments" 
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EITF Issue No. 03-1, "The Meaning of Other-Than-Temporary Impairment and Its 
Application to Certain Investments." We commend the FASB for its efforts in responding 
quickly to constituent concerns in 1his regard. 

. , ,_ i " '; ;',' : 

We haVe the following tbrtltnel'1tiahtl bb'EirMtibM tot tOllrtoM!<!Elratlotl; 

Because d 1ile'·amiJlloh trt f,~ ~f:it~I~~ ~bi~~~ ItkU~fi"i"lII ot !lfF()(M. to 
investment grade debt securities flat are ~m~ai~dsole~'because d Intere$t rate and/or sector 
spread Increases, we agree that there shbuld be a delay In the appHcalion of paragraph 16 to 
provide the Board with time to address this issue. 

, " i ) ~ " i " , f , , _ ~ , ' " , , . , ! " 

Although we support the proposed delay,we found the Words ill pa~raph 2 Of tt\e Proposed 
FSP to be unclear with respect to which aspects of accounting for impaired debt securities 
would be delayed by delaying the'implementatiDn Df-paragraphH3; We observe that,Staff 
Accounting BuKatin Topit 5M, 'Other THah'TetrlpOtrirf IrrIpafrll'l9llt cJf'Cert8inDf1bt end Equity 
Securities" (SAS 59) which is in~rporated into the ,F,ASB's Quidanca on Statement of Financial 
Accounting Standard No. 115, "Accounting for Certair'l Investments in Debt and Equity 
Securities" (SFAS115), provides that an indicator of whether an impairment is other·than· 
temporary is the intant and ability of the holder tpretainits investment in the issuer for a period 
of time sufficient to allow for any an~lclpated rec<;lVery in market value. Comment letters have 
argued that under SAB 59 if the length of time.and .the exient to which the market value has 
been less than cost is minor, then the assertion In t'ara~rapt:l1f.\1 of ability and intent to hold an 
Investment until a forecasted reCOV1;lryof fairvaiue'upto (Or beyorrd) the cost of the investment, 
which In certain cases maymeanwtilmattlrity,'does not need to be mtlde. 
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. . , .. /ftha Boara~"~~$ttiaUJll~ijfue},"lli~feijp6MW~6oteM='~H$B~lin . '. 
entities applying SAS 59, InbIUtlii'lgjts numerous lntiicl:ltots,in third qllartel' finariCial statements, 
this should be made more expfidtin the FSP .. TheFSP also should note that application of SAB 
59 wouldstiO require a company to assert its abllity and intent to hold an impaired debt security 
for a period of time sufficient to alfoWfor any anticipated recovery in market value unless the 
impairment is of minor severity and dutation. Because these Interpretations would involve 
guidance issued by the staff of tM u,$. ;:;ecurities ahd ExChange Commlsslon (SEC), we 
strongly recommend that the FASB work with the SEC stlaffto coll$ider and clarify whether the 
delay in effectiveness ofparagraRh 16.QfEITF 03-1 ~llresol\l'e constituent concerns 
surrounding the need to represent an intent and abilItY to hold ilnpaired debt securities until 
forecasted recovery . 

. , lftM BOarljlrit$rtds]MticmrlPa~i$$ ~Ilt~e to1ad>M ' . ~Mce~ to inV~mer1tgrade 
debt securities,' suCh as u'.S. tieh~ltjry sUutiMs, tlial a ··SoIel~ tlEICBuse 6fhltarest 
rate andlor sector spreac! i . . . . tnerl Instead Of'defaYing tn~ effective date of the 
application of paragraph 1'& of . 03-1. . the'FSf> sho\Jldberevised to delay the 
recognition criteria (paragtaph 19) for .. . .. hilt arelmpalredsblely because of 
interest rate sootor sector spre!ldiincreases, Unless there has boon a decision to sell the 
security. This guidance woiJld appei!(t!,) be COrlsistent with current practice, as evidenced by 
the cornment letters on elTf ~1', underWhlchcOmpanie~ do notconsloer treasury securities 
or other debt securities to be ottierlhantemporanJy Impairt:ldWhen the' Impairment Is due solely 
to interest rate andl or sector spTecid. indreases2This wo~ld not, MW~t,affect the need for 
companies to foHow elTF03-1 fuf (1) cr.etiit irn~airlnents! (2) securities for whicl'l there is an 
intention to sell (EITF Toplc NO.!Q-44, "mcognltfoh of otIier-Thari-Temporary Impairment upon 
the Planned Sale 0; a Secl.lrifY Whose CoSt f:xceSds Fair Value"), and (3) securities described 
in paragraph 10 pf er,rF«H. 

·Addhibn~I~, rh~AY ~pahkM~~~' . Mtth'-b \~i$ q&4te) hMd do\rtraetMIl*dvisldnl;\tiat ~ t . 

. may Il'Ihiflit th~!r .abijlty 10 ~$~t~~e!r i1Qrl tp tIPltFifnl>airetfsetllritleS to reeovery .. , For 
example, comparrieSmay"tiaVe hired owestmentadv(sors'Wlth'Whom COntracts exlstlnat 
do not alloW ttle company to 'nia1<~ :a .•. 'oIflnd!vldlial seClJritiElS: Others have developed 
portfolio management tecMiq~~t!'l.tpt~ . . . ;comp\m<llie!1 around making 
individual securityassertl$ns,. ,~c(option. qr , , . orran accounting 
pronouncement is unusual and,twe r,eli~ve s ,tie on.eof the rare: Instances a transfer tolne 
trading category is allowed under paragraph 15 of SF AS 115. If such atrat'lsfer Is not allowed, 
companies will be reqUlretttO u4~ lOWer ofci>sfor rrtarkel seoounting, recogniZh'lQ all unrealized 
losses in the Income statemeht ~tnOLit unreaHt;etl.galns'beingtreated 'Similarly .• The FASB 
should make itexpliclt tl'lat ~fqoo.i!tp1e'!fanSfeI' totrading.from the available for sale category 
would be permissible' in the Peri{)d of adqptiCln oflilltF os~t . 

appl~~I~ltellle ""jrtnrtlll'j'Mtb.expre$s~JrMeWs~m'!~ Hd»~fi$~.j thdu ~~'ahy; 
quEistiQjns rlimti'l'lirnn OIIr',r.hirimA'ntsl puaase 00ntact ObAala t>b6ah'(913-236-1~r4) or WoodY 


