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Mr. Robert Herz; Chairiman.

Financial Accounting Standards Board
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P.O.Box 5116 ae sl

Norwalk, CT 06856-5116 LETTER OF COMMENT NO. 3G

Re:1025:300 Bxposure Diaft, Enployers” Accountinig for Defined Benefit Pension ard
Other Postretivement. P?wm ‘an:amendment of FASB. Statements No. 87, 88, 106, and

132 (R)
Dear Mr, Herz,

Brown Brothers Harriman & Co.,.a private bank parspant to:Article IV of the Banking
‘Law of the State of New Yo ‘“(ffBBH”), appreeiates the opportufity to commeriton the
above-referenced Exposure Draft.

we slrnngty agree with'the niged for reformi in perision deconnting and eoraimend the
Board in its efforts, Howeyer, we havessignificant coneerns onthe expedited. time:line
and fransition petipd proposed to implement the new Standatd.

changes

We have. sigmﬁcant coneems’ Wﬁh ‘the transition requiring that all unrecognized actuarial
isses and. Vit e afisensinee the: adaptmn of the FASB Statements
No. 87 Empioyers Accaun&mg i Pensions, and No. 106, Employers dccounfing for
Poslretirement Benefits. Other than: Pensions (the “Original FASB Statements”) be
'charged to-Other Comprehensive Income (“OCTI")atonce: We: appreciate that: the on-
gomg recognition of actuarial losses and service costs may be better practice and would
elthance the usefiilaess of the fitiaticial statements, but these losses' were aceumulated
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over time and should be booked to OCI over time.as well. Furthermore, the Board has
not adequately articulated the reason that would require the ¢harge to OCT forall

unietogrized 1osses to betaken mamedm’teiy In fact, if the Board’s goal is o increase:
the accuracy and: transparez;cy of ﬁnanfnal statements th;s p@teunaliy .laxge 1mmediate
charge t6-OCI may “have the
miay be inisleadingand: lead'to adversc cansequenccs as: ﬁmhg:r daseribei belew

We believé that'thé Exposre: Draft provides: campames wﬁh msuﬁicwnt nmesie adept
the new.accounting practiees. Tmpleméntation:periot ol
plan accounting: tend to bé loniger than what is'c ntempl :
UK Accounting Standards Board®s comparable accounting, mle,& Fmancxal Re { ';g
Standard No, 17, Retirement Benefits, provided for a 2 % year impli i

{s*ubsaqueaﬂy cxtefnded to 4 yeai's} and dmng

nile and reﬂe:cl‘them m the ﬁi:xanmal staterrierits, The: {}K’s é})]?roéch., aiiowed eampanies
1o absorb the changesata reasonable pace and, at the same time, provided a mechanisn
to.progressively increase diselosures,

Additionally, we believe that private companies- will need more time 1o fniplement: this
pmpasgd changes: ‘There is precedent that the Board has treated public and private
companies: dlffexanﬂyz' the past. In FASB Statement No. 132(R); Employers’
Disclosures about ad Othier Postretirernent Beniefils, the Board allowed private
companies more time to ﬂnplement; e pension;plan accounting pronouncement, We
believe such a distinction is-appropriate here'as well. Unlike public: cﬁmpames private-
companiesdo not have: thigability to: go'into the market to. raise more: eqmty any )
additional equity must come:from: private s urces. Private eompanies need mo;

matage theit limitations on raisifig additional-capital.

We would like to propose (i) that the: unrecﬁgmzed actuarial gains-and losses and ;mcr
sefyice costs be charged 16:0CT over atransmm“permd Qf 5 year&and 1

,,,,, & to mplemenithﬁmwsmndmﬂs, Wew forthi
support: El‘lhancmg faamata@d;sciasmes to.disclose the future: monmatmn of ﬂw halance
during the transition period;

2(198 ‘o ailcsw cg)mpamas m

Effect on the Banking Indusiry.and Regulatory Capital Requirements —

‘We-are concerned with the effect a petentially large immediate charge to OCL ‘may have
on-the ability of a bank ot ﬁnanmai institution to-satisfy the niinimut. capital
requirementsimposed by the Federal Reserve:and state regulatory-auithorities,

‘that rﬁference metrics- based’fm fiﬁaumaitstaternentmmuntse ( 8 debt tweqmty aic ‘Sz)
regulated enttty with miniiiuin sapital requiirements, wé believe that the poiential
the Exposure Draft’s change in the calculation of capital to be even tiore Severe aiid should have
the Board’s utmost attention.




Currently, the calculation of minimum capital. requirerents imposed by the banking
regulations does not provide foran addback of pensio diustments recorded in GCL?
The implementation of the: pmposed amendments in Décember 2006 Will not provide the
bankmg regulators with. sufficient tinié 1o analyze the changes and adjust'the method of
calculanng capltal 1o addIeSS Sm:h a change, and as&aresult many. banks and ﬁnancnal

mjﬁact c;f the Board’s pmposcd changes on banks '., :
with the proposed Basel 11 requiretients and impose theirown: x:hanges in reacum to fﬁe
final Statement.

We beheve ﬂae 1mpaet cf the pmposed chaugcs w:il bc dispmyomana’éabr‘pumnve on.

intention of the Beard to dxspropomenateiy bm-den the: ﬁnénszial 5@:\?1{:&5 mdustry by
impbsing these c?hanges

In addition, this one time.charge to-OCI may resultin a depletion.of capﬁal all at: oice, at
bankmg and financial institutions across the system, which.could contribute to-a det;hne
pubiw conﬁdence in the bank:mg system as & whole 'I‘h@ Fﬁﬂﬁrﬂl ancI state

«requ:raments on banks aad ﬁnaﬁmal ms&tutmns to prevent\such ardec ,'

confidence in the banking industry. But the-one fime charge 16 quity

Oppasrte effec:, pﬂtenttaﬂy ieaﬁing to financial difficiilties of eertain bartks and puttmg a
-strain-on the banking industey’s reserves.

Efféct on Responsible: Companies.—

We do not support an immediate one-time- catghup charge to OCL, as it may have the
undesired effect of penalizing the very companies that kept the plans ‘healthy by miaking

the reqmred conmbutians that ensured their plans were:fully fanided. These companies
ﬁmdad theu* pmsmn gtang and then dmortized thexr aciuanal lossss over txmc, relgmg

: Sion ple
The F’“ASB Statement N‘o‘ 8’:’ requlred a charge to- OCI for the companies-who were: fot

2 BEH is regulated by the. New York State Banking Department, which:-imposes the Feder)-
Resérve’s minjtium capital requirements.



dbleto fond their obligations;. Now the “healthy and responsible” companies will end-up
inthe:same position-as those companies: that did-not fund their obligations. Moreover;
the:Bodrd’s proposal that thexharge 1o OCI be effective. nnmedlateiy and be taken allat
‘oiice will not provide the:companies that relied on and-acted in compliance with thi
‘Original FASB Stafétnients set by the Board sufficient time to-adopt the revised practice:
‘anid diay have & negatwa I!npaCt ori these coitipanies.

Given the complications associated with the implementation of the new standards as
described above, we: would propose: (“r} that' the m}r&apgmzed actu"‘ rial.ga S anei lmes

the eﬁectﬁze date for i:ubhc compames ‘be extended to 2007 and for- jmvate cmﬁipaga esf to
2008.

We a@pmetatethe oppormlmy 1o submiit.our views and.would be pleased to-discuss dur
somments-with you-atyour convenience. If you bave any qumuons please.contact
Mishael McConnell at (212)-493-7820 or Hampton Lynch at (212)493-8203,

Brown Brothers Hatrimian & Co.

Managmg Partner



