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An entity would be exempt from retrospective application only if the entity detennines that it is impracticable to assess the realizability of deferred tax assets that would be recognized in prior periods as a result of applying the proposed Statement. 

Should the Board provide an impracticability exemption related to the assessment of the realizabiiity of defe"ed tax assets? Why or why not? Are there other reasons that retrospective application might be impracticable that the Board should be aware of (See paragraphs B6J-B64 for the basis for the Board's conclusions.) 

Although we prefer a retrospective application of the proposed changes, we acknowledge that there may be difficulty in detennining the recoverability of deferred tax assets for prior periods. If a company does not apply the proposed changes retrospectively as noted in the ED, it should be required to disclose why it is impractical. It should also disclose the application method used for implementing the changes as outlined in paragraph 17 of FASB Statement 154, Accounting Changes and E"or Co"ections. 

Issue 3(b): Some nonpublic entities (and possibly some public entities) may have contractual arrangements other than debt covenants that reference metrics based on fmancial statement amounts, such as book vallie, return-on-equity, and debt-to-equity. The calculations of those metrics are affected by most new accounting standards, including this proposed Statement. 

The Board is interested in gathering information for use in determining the time required to implement this proposed Statement by entities that have such a"angements other than debt covenants. That iriformation includes (a) the types of contractual a"angements that would be affected and what changes to those a"angements, if any, would need to be considered, (b) how the economic status of postretirement plans that is presently included in note disclosures is cu"ently considered in those a"angements, and (c) how the effects of the cu"ent requirement in Statement 87 to recognize a minimum pension liability previously were addressed for those contractual a"angements. 

We do not believe that the proposed changes in accounting should necessarily be a factor regarding debt covenants. It is our understanding that companies and their debt holders have renegotiated contractual arrangements and covenants to accommodate previously mandated changes in accounting standards. 

Measurement Date 

Issue 4: This proposed Statement would require a public entity that currently measures plan assets and benefit obligations as of a date other than the date of its statement of financial position to implement .. the change in measurement date as of the beginning of the fiscal year beginning after December 15, 2006. If that entity enters into a transaction that results in a settlement or experiences an event that causes a curtailment in the last quarter of the fiscal year ending after December IS, 2006, the gain or loss would be recognized in earnings in that quarter. Net periodic benefit cost in the year in which the measurement date is changed would be based on measurements as of the beginning of that year. 
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Are there any specific impediments to implementation that would make the proposed effective date 
impracticable for a public entity? How would a delay in implementation to fiscal years ending after 
December 15, 2007, alleviate those impediments? . , 

Please refer to our response to Issue 2. Instead of delaying the effective date, we recommend that a 
rollforward be provided in the transition year - or for the first year ending after December 15,2006 - to 
alleviate any impediments to implementing the proposed amendments. This rollforward would start 
with data as of the plan's measurement date and provide the best estimates at the time, for example, 
changes in actuarial assumptions, payments out of and contributions into the plan, etc., to roll forward 
the plan information to the company's fiscal year end. We expect that obtaining the fair value of plan 
assets as of the company's fiscal year end would not pose a problem, and consequently, we have not 
proposed a roll-forward of plan assets. The second year of implementation, or the first year ending 
after December 15, 2007, the measurement date would be the same as the fiscal year end, thereby, 
eliminating the need to have the rollforward in this and future periods. 

Not-for-Profit Organizations and Other Entities That Do Not Report Other Comprehensive 
Income 

Issue 5: This proposed Statement would apply to not-for-profit organizations and other entities that do 
not report other comprehensive income in accordance with the provisions of F ASB Statement No. 130, 
Reporting Comprehensive Income. Paragraphs 7-13 of this proposed Statement provide guidance for 
reporting the actuarial gains and losses and the prior service costs and credits by those organizations 
and entities. 

Do you agree that those standards provide appropriate guidance for such entities? If not, what 
additional guidance should be provided? " 

We concur with the Board's decision to require not-for-profit organizations and other entities, which 
do not report other comprehensive income, to measure plan assets and benefit obligations as of the date 
of the employer's statement of financial position as noted paragraphs 5 -7 of the ED. 

Generally, we do not support differential accounting and/or disclosures for similar economic activities 
and transactions depending on whether they are conducted by a public company or nonpublic 
company. Therefore, we question the need to distinguish between nonpublic and public entities with 
regard to implementing the proposed amendments to FASB Statements 87 and 106. 

Closing Remarks 

For investors to be able to properly assess and value an investment's potential risk and return, it is 
essential that they have complete, clear, and accurate financial information. Dermed benefit plans can 
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be a significant drain on companies' current and future resources. Unfortunately, the full fmancial impact from these obligations is currently hidden off the balance sheet in obscure note disclosures and the associated costs are not accurately and completely stated in the income statement. Hence, investors must expend much effort to adjust the financial statements for these deficiencies, a task that requires considerable knowledge and skill. We believe that the proposals in this ED represent an important improvement in financial reporting and will do much to enhance the clarity, completeness, and usefulness of the financial statements. 

The CFA Centre for Financial Market Integrity, together with its Corporate Disclosure Policy Council, appreciates the opportunity to provide comments to the FASB regarding the first phase of its project to amend F ASB Statements 87, 88, 106 and 132(R).If you or your staff have questions or seek further elaboration of our views, please contact Georgene B. Palacky, by phone at + 1.434.951.5326 or by e­mail at georgene.palacky@cfainstitute.org. 

Sincerely, 

/s/ Rebecca T. McEnally 

Rebecca T. McEnally, CFA, PhD 
Director, CFA Centre 

/s/ Georgene B. Palacky 

Georgene B. Palacky, CPA 
Sr. Policy Analyst, CFA Centre 

Our comments have benefited from substantive input of the Corporate Disclosure Policy Council. The members of the Council are: 

Jane B. Adams, CPA 
Maverick Capital Ltd. 

Anthony Good, ASIP 
Equity Research Consultant 

David E. Runkle, CFA 
Piper Jaffray & Co. 

Ted Stevens, CFA 
BIackrock Inc. 

Patricia A. McConnell, CPA - Chair 
Bear, Stearns & Co., Inc. 

Cc: Corporate Disclosure Policy Council 

Barry L. Ehrlich, CFA 
MCT Asset Management 

Robert F. Morgan, CFA 
Forbes Morgan Consulting 

Toshihiko Saito, CFA 
Capital International Research 

Gerald I. White, CFA 
Grace & White, Inc. 

Ray DeAngelo, Managing Director, Members and Society Division, CF A Institute 
Kurt N. Schacht, CFA, ID, Executive Director, CFA Centre 


