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Letter of Comment No:
FiI~ Reference: 1204-001
October 28,2005
Technical Director - TA&I
Financial Accounting Standards Board
401 Merritt 7
P.O. Box 5116
Norwalk, CT 06856-5116

Re: File Reference 1204-001- Proposed Statement of Financial Accounting Standards, "Business
Combinations, a replacement of FASB Statement No. 141"
Dear Technical Director:
AmSouth Bancorporation (AmSouth or the Company) appreciates the opportunity to comment on the
above-referenced proposed standard. AmSouth is a regional hank holding company with $50 billion in
asset'l, more than 680 branch banking offices and over 1,250 ATMs. AmSouth operates in Florida,
Tennessee, Alabama, Mississippi, Louisiana and Georgia. AmSouth is a leader among regional banks in the
Southeast in several key business segments, including consumer and commercial banking, small business
banking, mortgage lending, equipment leasing, and trust and investment management services.

AmSouth submits the following comments on certain questions outlined in the proposed standard and
raises some general issues for the Board's consideration.
General
AmSouth applauds the joint efforts of the FASB and IASB to converge U.S. GAAP with International
GAAP where there are significant inconsistencies. We believe this effort will increase comparability
between US and foreign entities. However, convergence for the sake of convergence can create other
inconsistencies that decrease reliability, comparability and transparency, particularly in U.S. GAAP.
Paragraph 42 of FASB Concept Statement No. I states that financial reporting should provide information
about an enterprise's financial performance during a period. Paragraph 43 of that Concept Statement goes
on to describe the primary focus of financial reporting, which is an enterprise's earnings. Generally
speaking, we believe that earnings should largely represent the excess cash flows earned during a period,
based on the net assets at the enterprise's disposal and not necessarily the impact of markets on those net
assets unless, of course, impairment exists. Fair value accounting distorts this metric and the return those
net assets have provided. Paragraph 50 of FASB Concept Statement No.1 states that financial reporting
should provide information about how management has discharged its stewardship responsibility to
shareholders for the use of net assets. Fair value accounting may involve assumptions that are necessarily
not related to the use of net assets, particularly when no recognized market exists. For these reasons we
believe that fair value accounting results in inadequate financial reporting that is less reliable, less
transparent, less relevant and largely subjective.
Question 1
We recommend that the Board consider providing a scope exception to "acquirers" who passively obtain
control, which are further described in paragraph 6(i) of the proposed standard. We believe incorporating
these transactions into the scope of this proposed standard distorts the assets and liabilities of the "acquirer"
by overstating the rights and obligations of the entity. Further, allowing "acquirers" to include a gain or loss
on such an event that has created no economic substance distorts the financial reporting model. The
investment is the same, and the "acquirer" has no more incremental rights/obligations than before the
transaction occurred. On the flip side, control could be lost passively.

Question 3
We do not agree with the Board's conclusion that an acquirer oflcss than 100 percent of the equity interests
should consolidate 100 percent of the target at an extrapolated fair valu e. Business combinations typically
involve the acquirer paying a premium to acquire an entity as a who le (typica lly referred to as a cCllltrol
premium). [f an ent ity obtains control by acquiring a majority of the equity interests, the fair va lue o f the
noncontro lli ng in terests and the fair value o f the controlling interest may not he proportionate. Therefore,
the concept o f recording minority interest in proportion to the fair value o f the entire entity appe3rs
counterintuiti ve and could result in impairment o n day o ne. We believe that the minority interest should be
valued at re maining book value uflhe target entity, because that alllount represents the proportionate s hare
o f the net assets o f the target entity to wh ich the minority interest holder(s) would be entit led .
Question 6
We applaud the Board for attempting to remain consistent with existing U.S. GAAP, specifically EITF 0019. However, the Board appears to be apply ing this guidance regardless o f whether the settl ement method
is designated as cas h only. We agree that if the settlement method meets th e criteria for evaluation under
EITF 00- \9, suc h an eva luation of the c haracteris tics of a business combination ngreemenl should b ~
perfo nncd as prov ided hy that Issue. However, ror contingent consideration that is seetled in cash only. the
recog nitio n o f a liability. the probability o f whic h is remote, at thc acquisition date is inconsistent with the
probablt! thresho ld outlined in FAS 5 and docs not necessarily represent the value exchanged in the
business comb ination. In fa ct. the value ofth c actual cons ideration transferred would be based on th e value
of the considcm tion paid/received, provided that the contingent service is performed. Thus, contingent
consideration is the "dangling carrot" that sustains the acquisition date fair value of the entity acquired.
Also, the subj ec tivity introduced to the financial statements prohibits transparency. Such "mark to market"
implicatio ns do no t appropriately reflect the results of the current period. We propose foll owing a FAS 5
model for cash settlement that would provide for disc losure and require the acquirer to record the li ability
upon the payment becuming probable.
Ouestion 7
We agree with the Board 's conclusion that the costs an acquirer incurs in il business combination are not
assets. However, we believe that these costs do not reflect an expense expressed as a period cost in the
period a busin ess combination is executed . Such cos ts are not the result of an earnings process, but rather
the result of the ac quisition of the net assets of an enterprise. The acquisition and the acquisition costs are
inseparable, in that o ne docs not exist without the other. Thus we beli eve that such costs should be
included in the fair valu e of the consideration exc hanged, just as is in prac tice today.
Question 8
We disagree with the Board's conclusio ns regarding recognition of lIcquired receivables and contingencies.
The lack of a valuation allo wance for acquired receivables reduces transparency and comparability in
finan cial reporting. We bel ieve this guidance is similar to that found in SO P 03 -3 , which is imp ractic al to
implement, and object to the inclusion of such a principle in this proposed standard. This provision does
not provide insight to the investor as to th e crcdit risk to which the new entity is now exposed. Further, we
believe that the Board is including a model (i.e. the methodology described ill SOP 03-3) that has 1I0t been
subject to th e Board 's due process. This no t only adds unnecessary complexity to U.S. GAAP but also
adds a hi gher d egree o f s u~jectivity in management ' s estimate.
The proposed amenument to FAS 5 to exc lude from its scope assets o r liabilities arising from contingencies
acquired o r assumed in a business combination further reduces co mparability and rdiability by adding an
unnecessary inconsistency w ithin U .S. GAA P and requ iring an estimate o f fa ir va lue that is hi ghly
subj ective. Additi(mally. remeasuring suc h "assets and liabilities" at fai r value on a period by p eriod basis
docs not necessari ly represent the cash fl ows of an entity specific to that period; the measurement would
reflect a change in management's estimate o r a c hange in the facts and circumstances of the contingency,
neither of whic h appropriately reflect the financial performance of the entity given the high degree o f
subjectivity invo lved in arriving at suc h an estimate of fair value. Fo r this reason we believe that !Ouch
assets and liabiliti es sho uld not be recorded on the acqui sition date unless the criteria in F AS 5 arc mel.

Question 10
As mentioned in our response to Question 3, we believe that the extrapolation of fair value to noncontrolling interest.. is inherently flawed because such a calculation would most likely yield an inaccurate
result . We believe that applying s imilar accounting to business combinations achieved in stages is also
flawed because the effect is a gain or loss merely as a result of obtaining control. We believe that suc h a
difference due to remeasurement at each stage should be booked to goodwill and then to income once
goodwill falls below zero. We beli eve this approach is cons istent with the methodology applied to bargain
purchases in the proposed standard .

Question 12
We do not agree with the Board 's concept of an "overpayment" in a business combination and furthC1". the
nOlio n of an overpayment conflicts with the fair value measurement model as proposed in this standard.
The consideration paid or purchase price is based on the earnings potential of the acquiree and is
detennined using various modeling tec hniques (i.e., discounted cash flow analysis, earnings multiples,
etc .). These modeling techniques effectively calculate what a willing buyer will pay for an enterprise as a
whole, ultimately its fair value. The consideration transferred for the acquircr's interest in the acquiree
therefore is the definition of fair value.

agree that the acquirer should be given a time period to adjust acquisition <.late assumptions and one
year is appropriate. Statement 154 was issued in 2005 and states that changes in accounting es timates
s hould be accounted for on a prospcctive basis. We believe thai measurement period adjustments are
c hanges in accounting estimates and should be treated in accordance with Sta tement 154; such adjustments
should nol impact prior period comparati ve information .
Question 16
We do not agree with the Board's conc lusion that an identifiable intangible asset can always be measured
with sufficient reliability 10 be recognized separately from goodwill. We agree that there can be separately
identifiable intangible asselS, such as core deposit intangihles in the banking industry resulting from
relatio nships that an entity has with its kt::y customers. D epending o n the spec ific circumstances involved
with ;m intangible asset, the valuation can be extremely subjective and involve various assumptions. which
can dilute measurement reliability. An identifiable intangible asset does not always generate cash flows for
the: combined entity and therefore may not provide any bene fit to the users of the combined entity's
fin ancial statements.
Again, we appreciate the opportunity to co mment on this proposed standard. Thank you for considering
our views. ]fyou would like to discuss thi s matter in further detail, please contact me at (205) 801-0765 .
Sincerely.

IsfAlton E. Yother
A lion E. Yother
Executive Vice President
and Co ntroller

