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We 

for option redemption features because the classification requirements are consistent with F ASB 
Statentent No. ISO, Accounting/ot Certain Financiallnstrflrnents with Characteristics of both 
Liabilities and Equity. �H�o�W�e�v�e�r�~� we note tnat tlle'accountmg guidance in Statement 123(R) 
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, 

regarding the right to shares underlying a stock option differs· from Statement 150 (as 
clarified in FASS 1500S,''Issuer's AccountingunderFASB Statement No. 
150 lor 
We believe it is the 

of 

on Slares That Are Redeemable"). 
be consistent, especiany given 
150 without also changing the 

11lepropdsed 
Stock lssuedto 

123(R). 
o 

under 
• 0 

OPihion'Nd. 25, AccountingYor 
J23, Accounting/or Stock-Based 

'as descriDal'in 8134 of Compensation, 
Statement 123(R) ',hat s1lould disrupt practice as little as possible." 
We believe tbat because the 
classification model for 
appropriate until the FASS 
classif"tcation model in its 

reconsideration of the liability 
objective deSCl'ibed in pafagrapb 8134 is 

recollSideration of the liability 

-statu nebt tll(lt) fci 
remove the 
an approach that merely 
Recipients .. The alternative 
already extlaordinarily 
resolve the inconsistency 

is preferable to 
insti"tirD.ents as disCussed in· Issue 2 oftlle Notice to 

instruments would further complicate the 
'requirements of 123(R) and do nothing to 
123'{RJ • 

asked in Issue 
the proposed probability-based model 

should be limited to cettaintypesofconth:tgenCies.We believe that, gel1CIalty, accounting 
pronouncements should be deve1opeU'baSOO oncon.sisttnt application 0 f principles and should 
not be engineered to seek out artdelihtiBate Specltropetceived abuses. FUlther. we believe that 
these concerns are mispfaeed.11ieproposeci guidance is consiStel'ltwiili praeticeunder Opinion 

1 N·· fi· . .. 01',00 Recipients a queStion 

25 and Statement 123. The contingent �c�a�s�h�r�e�d�e�n�l�J�~�i�o�l�l� we have observed have been 
limited to providing ror redeinpfiOn UpOJl a change in control or upon the death or disability of 
the grantee. We believe that this linnted use of contingent cash redemption under the 
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cmren! gUidance lrIdieateS-tfuit wristitJehfs~V6 fi6t~eriff 
" -Mding more exotiC 

- -- -

contingent -cashsettIcment ~. 

We rlOte thatthere ate' sl~fiCallf fi~~~~s tb1ftcIudmg ~h rMe~n &afUresm 
employee stock options~F()r public cougmnies, the SEC"s AcCoUlllmg No. 268, 
Redeemable Preferred Stocks, and its will require such awards to be classified 
outside pel manent equity. Further, we believe that most entities wish to avoid the income 
statement volatility associated with liability accounting. Providing a contingent cash settlement 
feature would, at best, defer liability classification ofan instrument that ultimately is settled in 
cash; nonetheless, the entityeventtJalIywiUbe exposed to income statement volatility if the cash 
redemption reatm-e ever becomes exercisable. 

FinAlly, WeooW 
the same economics ofa 
contingent redemption right 

l2J(R.)L an entRy 00Uld 
by providing the employee with a 

previously, such an employee stOCkoptiOll 
a net-share settled option. As discussed 

eligible for equity classification. 

Based OD tlie~abOve 

complexity ofllie 
contingencies. 
consideIable 
example. "change in 
group of shareholders 
common stoclc.. They can 
variety of other events. 
to a probability-based 

to add to the 
different types of 

in a different mADDer will result in 
- -

type ofcontingency is involved. For 
aretriggeroo when a single shareholder, or 

as 20 to 30 percent of the employer's 
inBoard composition, as well as upon a 

to defjutm control features would be subject 

. - -: msome 

Inbdel would require considetable for what we believe 
woutdbeM 
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is not applicable, by 

o 

- - - -

\VDile-
. ftheFSP . edond o ,s 
all share-based payments. wltethet 
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apply to 

As the PASS acknowledged 
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inconsistent 

somewhat 
wletler they 
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,. ror public COmpanies, the SEC 

tba.tthe 
in relevant and 

fdnonetbpfoyies-d "tie' 
that the FASB clarify 

respect to this FSP. 
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