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Comparaffllity shOuld be· far �i�n�o�r�e�i�~�p�6�r�t�a�n�t� fu3n �~�~�~�~�d�j�n�~� �(�h�e�u�~�J� ciftiir valae,esPetlally when �d�~�n�g�s�o� 
adds complexity and does not result in f'mancialstatements signmcantlymore useful than those under 
existing rules. Rushing to convergence for convergence· sake, without fully weighing the impact to the 
companies that must comply with new requirements, results in pronouncements that are overly complex and 
costly to implement. Also, we fail to see how allowing a company to elect fair value treatment on a 
contract-by-contract basis would result in internal consistency . 

. 

. While we agree that existing bedgingrufes arb very-cOmplex aDd overlY �b�u�t�d�e�n�s�o�m�e �~� We believe a 
significant portion of the earriitigs voiatilitythat the proposed standard is attempting to eliminate can be done 
within existing accounting rules. We understand the issues that banks and other financial institutions have, 
but we do not believe that theSe changes are the best answer. The overly restrictive hedging rules could be 
relaxed rather than allowing preparers to elect fair value measurement on a conttact-by-contract basis. For 
example, the range for "highly effective" could be widened or eliminated, financial instruments other than 
derivatives could be allowed for hedging, and the efigibiJity criteria for a hedged . in paragraph 21 of 
F AS 133 could be less stringent. 

. . 
. - . - . . . . . · . 

-. . . . .. , . , 

.. uSe dffair value for all financial assets and liabilities to address the 
issue of consistency and comparability. We are strongly opposed to such a proposal, which underestimates 
the incremental burden on preparers to apply fair value accounting to all Imancial assets and liabilities. In 
addition, Issue 1 states that the Proposed Statement applies to investments in equity securities that do not 
have readily detenninable fair values. We do not understand how preparers will regularly determine the 
change in fair value of a financial asset that does not have a readily determinable fair value. Financial 
institutions may have greater ability to achieve this ideal, but non-financial preparers definitely do not have 
these resources. 
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.• - ; •. Applying fair varne �t�e�c�h�n�i�q�d�~� �~ �d� eel �r�a�m �~ �J�s�W� �a�r�u�J�l�i�h�b�i�t�i�f�i�~�s �- �i�s� ndJeli mote'(fifficiIft In practice than may be . i ' �.�~�\� K j 
perceived theoretically. When there is no history or marketforexchangesbetweett third parties, the 
detennination of fair values is highly subjective and the values can and do vary widely. We recognize the 
need to value certain assets and' liabilities in an �a�c�q�u�i�s�i�t�i�o�n�~� buteVcn more difficult is the continuous 
updating of fair values on an ongoing basis. In our experience, we do not believe anyone has developed the 
ability to continuously detetmine the fairvalueof all assets and liabilities of the business on an ongoing 
basis. The costs to preparers involved in updating these fair values on a continuous basis are not worth the 
increased complexity to the financial statement user. 

�, �~ �'� 7_ ' .. , _ • 

c·. the Board has deCided to �C�o�n�s�i�a�J�r �' �f�m�a�r�i�d�i�A�l �; �~�J�e�t�s �C �a�h�a� tiigiliddsin �p�f�i�a�S�~� I and �n�o�n �~ �f�l�J�i�a�D�e�i�a�l� assets ahd 
liabilities in Phase II. We believe it is impractical to apply fair value measurement to aU financial assets and 
liabilities, let alone DOn-financial assets and liabilities. We believe the Board should not pursue fair value 
measurement for non-financial assets and liabilities. For example, restating property, plant, and equipment 
(PP&E) to fair value is impractical. Continuous re-calculation of the fair value ofPP&E would be 
cumbersome and costly. Continuous adjustments todepreeiation expense cannot be realistically made and 
would add to the complexity ofaccountirig �~� related deferred tax effects. 

...• . Another example 'Of �h�o�n�-�f�u�l�a�n�~�f�a�l� aSsetS tiJ Shbulij'nbt �~� fair valUe �h�l�~�'�M�e�a�e�a�t�h� period is intangible·· 
assets recor-ded as a result of an acquisition. We are"nbl aware of an efficieritmethod of continuously 
updating the fair value of these intangibles and most companies dQ not have the in-house resources 
necessary to perfOJID the analysis. The analysis of other intangibles is cODlprehensive, complex and 
expensive as assumptions are run through various models. Companies, like Emerson, that etnploy 
acquisitions as a component of gro\\'th may experience a signilJCant increase in fees paid to third parties, 
beyond the increases already seen frOIll FAS 141 requirements .. 
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The Proposed Statement makes reference t6 F ASS conCepts Btatement No.1, and while we agree that 

, 

) 

, 

financial reporting should provide infol mation that is useful to potential investors and creditors and other 
users in making rational investment and credit decisions, we do not see how a very imperfect fair value 
model would achieve these goals any better than the current model. Investors and analysts put much more 
emphasis on a company's ability to generate cash flows into the future than they put on periodic changes in 
the fair values of assets and liabilities. We believe the costs to the company outweigh the fact that these 
users will not see increased benefit. Analysts and investors will have to be re-educated and the predictive 
value of financial information will be diminished due to the diffIculty in predicting income statement 
impacts of fair value adjustments and then deriving cash flows each period. 

, , 

In our opinion, recent proposed ac'cooritmgprdno~cemerits lncreaSe'the compleXity of financial statementS 
and disclosures at a time when companies are adaptingto further scnitiny and shortening reporting 
deadlines. We believe that updating fair values for certain assets and liabilities on a quarterly or annual 
basis will not result in improved fmancialreporting since the amounts are too subjective and do not add 
value to users. While international convergence is a worthwhile goal, it should not be done iffmancial 
reporting is not improved. 
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~tten1pts tocomp¢ri~tefoithe hltk of ·' , anrlc-oh~iJtedcyWithadditional 
disclosures. Only very technicaUyknowledgeableusers be able tounderStitnd the disclosures intended 
to explain the differences among companies and repOlting periods. Users offinancial statements are already 
overloaded with complex disclosures. Although we oppose this proposal, if this standard is issued, any 
disclosures of the amount of assets and Liabilities measured at fair value should be allowed in the footnotes 
rather than on the face of the balance sheet. 
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:the likely cOnfusidn't6 rmrukjal1taJtnfJsi~," the itItie~~cb~ to'preparers anti 1&e 
inconsistencies that this proposal creates~ the benefit of fair value is- not clearly evident. The Board should 
not overlook the usefulness of the current model with respect to its simplicity, predictability, consistency and 
comparability. A simpler solution is to relax the complex and restrictive bedging rules. 
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We apprecIate the opportunity to'respoh4 td the BOejro'-s °PfQpoSed 8tatemenfancl truSt that our comments" 
win be seriously considered in future Board'deliberationS 00 this issue. 
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RichardJ. 
Vice 

} , 

, , 

~ ;: i . 

, , , 

, ,', " 
'\ 

.. " .. 
" 

; ..fl,;: .ct?:' 

cc: j'f.lter .J·i<M1vin ;' " . : '~!: ,' ,, ;: '; ; 

I 

. . .,',' , ; ; 

.' , .. .' .' , .,' 

.! ./ ,: .' 

I Semor:Ex.ecutive Vie« PreSident ( 'j I , 

' & 'dhierFuiab~iltiQfr1C~J ; " " :, ' i , 

, 
, 

, 

- ~ . 

" 

i .-" 
; , .i 

~ '. 

,~, ~ ,.,..' ,., 
, d ,I 

"," ,' ;. " " 

·0· 

~ . , .. 1 " 
, 

, , 

, , 

I I' , 

.' ;' 
, 

, i i " 
' , 
, " I 

" i' , , 
i' i , • ,.' .' 

~ " , .i.' .,. .f " " .' .. -' "' -" " 

, I,' ',', 
I 

, )' i 

,;, 

., ,,. 
"" ~ 
• 

, 

i 

, 

,I 

,; 

" 

, 
, 

, 

.' , 
j 

, , 

, 

I 

t I I ; 

i I I 

i .I .. . - , 
I '.1 

, ) , J J 
I )Jo/ ~ 

, , J 
,. ~ ~ 

- , , 

, 

• , 

, 
• .j: 

• 
• '0 :.: 

" ' 

, 

" 
"~' 

I 

" 

-
I 

.. : 

'. , ::,: 
, 

'- . , 
'. .,-

:: :: 
'. .:: 

; " 

, 

~ ~ ,',~,~ ~ 
,; " 
~ Ii ~ ~ 

"' i' ,,~: .f . 
, 

~ . 
t 

" 

I -
,; ~ 

£. 

: i' t 
? -

" ., 
., .i , 

,-1 t 
, E 

, i ~:i' 
.' .' '!' .f ~ .: 

I • . f 
" .i _ , , "". ..':-

" 

, 

, 
.' .' 

I 

" 

, 
, 

, 

, 

, 

, 

, 

I , 
,; 

" 

, , 

, 

" 

.,:' "..' 

, 
,~, 

, 

" , 

, .. 
, 

I 

" 

... ..' 

. - .~ . 

" ,'::: 
,~ ... ,.. '~ 

~, " ". . - ., ',; 

, 
, , 

, 

- , 

, " 

.i ."'" 
.' ; 
." i ' .. ', ,,,', " 

,.~. .. ~', 
-' ... 

" 

, 

, 

',:' :~ 

, 

~ ., 
, 

," , 
, .. _. -" 

-' " 

-' -' 

, 

" .- . .;' 
, 

,I 

" 

" 

, 
~:' 

. '.: . .. ,. 

" 

" 

" 

, 

, 

; 
I 

, 

, 

.' .' 

:-, 

. .-. ..: -" ., , ~ 

.~ if . , ' 
':' . 

:~' 
•. ' .!, 

, :.: 
~ ,~ .- ,.; .. .. 

; :i ~ 
~ ,: ,. o· . __ _ • .. .. . ',. - .' , 

.. ~ .: 

; ,~ ,.1 .~:. 
~~ ':' i· .; . 
:: :'~', 0' . 

~ ; .:; :~ .. : 

" - -:~.j :~ 
.: .. 
.~, 

" 
. "" :. :}, ., 
·2 ~~~·-· · 

':; "" " . . -::" = :: ;~ ; .~ .:~ oc. _c • ~- ., ~ - .. ' ." ,',~," ... . . , ,~, 
.= :; -' .f. - '-~ ~ , 

~, .. 
-£. -0:, -, 


