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Letter of Comment No: /
File Reference: EITF03.1A

Mr. Lawrence W. Smith
Director - Technical Application and Implementation Activities and EITF Chair
Financial Accounting Standards Board
40 I Merritt 7
P.O. Box 5116
Norwalk, CT 06856-5116
Reference: Proposed FASB Staff Position No. EITF Issue 03-I-a
Dear Mr. Smith:
Astoria Financial Corporation appreciates the opportunity to comment on the proposed FASB
Staff Position No. EITF Issue 03-I-a, "Implementation Guidance for the Application of
Paragraph 16 ofEITF Issue No. 03-1, 'The Meaning of Other-Than-Temporary Impairment and
Its Application to Certain Investments. ", Astoria Financial Corporation is a unitary savings and
loan association holding company for Astoria Federal Savings and Loan Association. We are a
publicly traded thrift institution with assets of approximately $23 billion and operate 86 banking
offices in New York.
As a financial institution, our investment portfolio comprises a significant portion of our assets
(39% as of September 30, 2004). We have concerns about the potential ramifications of the
overzealous application of the pending guidance related to accounting for other-than-temporary
impairments. EITF No. 03-1 was intended to clarify existing accounting literature related to
impaired investments, not change it. In addition, it was not intended to reduce the flexibility
provided by the available-for-sale (AFS) classification as dictated by SFAS No. 115,
"Accounting for Certain Investments in Debt and Equity Securities." The AFS classification (1)
permits entities to hold securities for an indefinite period of time (including to maturity if
desired); (2) maintains the flexibility to sell those securities in response to changes in economic
and market conditions such as interest rates, prepayment risk, currency risk, liquidity needs and
the availability of alternative investment yields; and (3) provides the users of the financial
statements fair value accounting (gains and losses) for their interpretation and analysis.
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Issue 2: Limiting the Notion of Minor Impairments to Debt Securities Evaluated for Impairment
Pursuant to Paragraph 16 ofIssue 03-1
We generally support the Board's conclusion to limit the notion of "minor impairment" to debt
securities analyzed for impairment under paragraph 16 that are impaired because of interest rate
andlor sector spread increases, with one exception. We believe that paragraph 16 should address
all debt securities, including those purchased at a premium. An investor who purchases a
premium security which can be contractually prepaid (e.g. a mortgage-backed security) will
generally not recover the full value of its investment until the premium is completely written off.
Premiums are amortized over the life of a security as a yield adjustment. Changes in the
estimated life of a security will result in corresponding changes in the speed at which the
remaining premium is amortized. Premium, par and discount securities are all impacted by
changes in interest rates. The fact that a debt security carries a premium should not preclude the
application of the concept of "minor impairment" in assessing an interest rate related impairment
on that security.
We appreciate the opportunity to comment on the proposed FASB Staff Position. If you have
any questions, please contact the undersigned at 516-327-7754.
Sincerely,
Katherine A. O'Brien
First Vice President and Director of Financial Reporting

cc: Monte Redman - Executive Vice President and Chief Financial Officer

