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Financial Accounting Standards Board
401 Merritt 7
p,O, Box 5116
Norwalk, CT 06856·5116
Subject: Comments on Tentative Decisions Reached on March 3, 2004 and March 31,
2004 Regarding the Interpretation of Statement 87 for "Cash Balance" Pension
Plans
As both a user and preparer of financial statements, we support FASB' s efforts to strengthen the
value and relevance of financial information reported to those who rely on it.
However, we are concerned about the tentative decisions reached by the Board on March 3, 2004
and March 31, 2004 regarding the accounting for cash balance pension plans, The decisions call
for a fundamentally different accounting approach for a subset of defined benefit plans than the
approach for all other defined benefit plans,
Currently, the obligations for all pension plans are determined on a discounted cash flow basis,
The discount rate is based on the yield on a portfolio of high quality fixed income investments
that would provide for the anticipated cash flows, The anticipated cash flows assume an ongoing
plan, This is consistent with general accounting principles which call for accounting for pension
obligations on a going concern basis,
Under current accounting rules, an assumption about the variable interest rate is made in order to
project cash flows for a cash balance plan with a variable interest rate. This assumption is
inherently no different than other assumptions made regarding turnover and retirement, future
inflation, and future compensation increases, Under the tentative decision, the liability for a
variable interest rate cash balance plan would be set equal to the value of the accounts at the
measurement date, For this to be the obligation of the plan, all employees must terminate and
receive their cash balance accounts as a lump sum on the measurement date,
Our concerns are as follows:
• Lack of Comparability. The proposed decision reduces comparability between companies
that have certain types of cash balance plans and all other companies that sponsor defined
benefit plans. The assumptions required to estimate future interest credits in a variable credit
plan are no more complex than the assumptions needed to estimate future pay in traditional
defined benefit plans and do not justify separate accounting treatment. The Board has, on
several occasions, endorsed the concept that all cash balance plans are defined benefit plans;
we agree with that conclusion and see no rationale for different accounting for some defined
benefit plans,
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We urge the board to reconsider these tentative decisions before issuing an exposu
proposed FASB Interpretation.
Sincerely,

~on~
David Sturge
Corporate Director, Finance

