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Dear Duccwr

the Financial Accounting Stané&rés Board (FASB} Exposure Draft enhtled“?roposed Statement
of Financial Accounting Standards” dated March 31, 2004. As a result, we strongly oppose the
recommended standards and urge FASB to delay their rmp}ementatmn in the interest of additional
study. '

Business associations cxpréssiag their appaosition fo the Exposire Deaft inchude: Utah
Manufacturers Assn; Salt Lake Area Chamber of Conimerce; Utah Information & Technology
Assn,; Utah Chapter of the National Federation of Independent business (NFIB); Utah Retail
Merchants Assn.; Utah Hospitals & Health Systems Assn.; Utah Petroleum:Assn.; Utah Life
Sciences Assn.; and, Utah Bankers Assa. .

The business associations which'make up the Utah Business Coalition représent thousands of
companies which employ ten of thousands of Utahns. The associations represent large and small
employers, public and private companies, and employeés who eurrently benefit from employee
stock option programs and ihcse who hape ta some day

' pmmment and investor- ﬁ'le&di_y as 9@351516 Howe\fer it is our belief that gic;}ptzon of the
Exposure Draft will not provide more useful or mare accurate information fo investors. Suggested
valuation methodologies for expensing stock options uniformly fail to accurately determine
aggregate value of those options. Methodologies were developed to value short-term tradable
stock option, neither of which is applicable to employee stock options. Moreover, the
methodologies include a huraber of subjective components susceptible to mampulatzon yeat to
year resulimg in neither consistent nor useful information for investors.

“The Utah Business Coalition asks you to seriously consider the riegative effeets of the March 31,
' 2004 Exposure Draft would have an Merit and thousands of ather Americaa companies. We
reiterate our opposition to the plan and hope y@u will consider our objections.

Resalutzon Opposing Magdatory Ex;}e&smﬁ ef Eng)ieyee ’Stcix:k th;ons
The Utah Business Coalition -




 Business Coalltion Oppased to Mandatory
Expensing of Employee Steck Options

Ori March 31, 2004, the Financial Accounting Standards Board (FASR) released its long-
awaited Exposure Draft entitled “Proposed Statement of Finangial Accounting
Standards”, If adopted, the Exposure Draft wil] requirs fair market expensing of
employee stock options beginning in 2003, ' .

We, the undersigned Organiiaﬁdné qnd OU:K' members a&eoﬁpbééd té t‘he March 2}, 2004
Exposure Draft and strongly urge Congress to pre-empt the adoption of the proposed
regulations for the tollowing reasons: B ' :

Stock Options Drive Innovation, - @ . R L oD
Broad-based employee stock option plans - offering ‘options to niady efnployees mther

than a few — foster the culture of ownership and associated behavior in which innovation
and risk-taking ~ two fundamentals of economic growth — thrive, The drive that

ownership creates is ot only the heart of the American dream; it is the key to the
innovation and competitiveness on which our country’s economy is built.

Mandatory Expensing in Not a Solution ) o .

Mandatory expensing does not provide investors information that is either more useful or
more accurate. The regulatory proposal for mandatory expensing -~ based upon the
lattice model formula — is inappropriate for two reasons,

s First, lattice model was developed 10 value short-term tradairle stock options,
Employee stock options aro neither short-term, nor tradabte. They vest generally
overa 5 year period, and their ultimate vatue is both contingent and speculative.

¢ Second, the fattice model formula inciudes a number of subjective components
that would altow for manipulation, resulting i1, financial information thei is
neither consistent nor useful for investors to evaluate potential investments,

Mandatory Expensiig Would Hurt the Economy : .
Mandatory expensing would have a disproportionate effect om corgpanies with boad-
based stock option plans, reversing the trend of greater cmployee ownership thathas led
to innovation, risk-taking and eatreprencurship. These companies have been the driving
force behind our economy.

- The Appropriate Role of Congress - St .
In its response to Congress, PASB stated that it is not its jobrto take mto account any

- efffects of its actions on the economy. Congress has the responsibility to assess and avert
the consequences of mandatory expensing. The negative effects or the economy resulting
from mandatory expensing must be justified by compelling reasons. The regulatory
proposals do net provide any justification, and they do not provide sglutions to the issues
cited by the proponents of expensing, ' '

&

%&tﬂmf’s ssﬁ. -..7\-__,/

/Utah Information/T echnology Assn.

National Fed, of It

fnd

Dtah Hespitals&ﬂealﬂ';Systems ey . :
UtaﬁPetroIemﬁs;:.; R mame-is%’&ém' S gy .

Fod ol o

- - Utah Bankers Assn, '

- Utah Retail Merchants Assn,




