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40$ Merrftt? LETTER OF COMMENT NO.
Pi 0. Box 5116
Horwalfe €T 06856-3116

Subject; Proposed Statement of Firmncial Accounting Standards^
Employers* Accounting fot pefrjied Pejiefit Pension and O^er
Postretirement BenefitMans

Dear-Sir:

Pie American Cancer Sodety* Inc. (the "Society*') is the nationwide, community-based,;
.Voluntary health organ&ation dedicated to eliminating; cancer as a major heMtb problem Ijy
preventing cancer, Saving live% and diminishing Suffering fromeancer teough research,
education, advocaqy, and service. This letter contains the^Society's comments on the
prop0sed;amendment of Stateritents of Financial Accounting Standards |SteS) Nos. S7,and
1 Ofi as Issued in the March,.31 ,:2006" Exposure Draft "Employers' Accountingfor Defined
Benefit Pension and^OSierlPostmtirement Benefit Plans".

The Soeiety'is supportive of the Board's efforts to improve existing repotting and disclosure
for pensions and Oftmr postrefeemerit fcejiejSts; however, we db have serious concerns abo«t
the proposed changes^ "The Soeiely had hoped any changes would meaningfully improve the
existing; accounting for^and understandmgJof jJensions^butwe feel, on thewbote, they have
fttrthet cOmpiicat^d the matter. Specifically, the SOGi&ty respectfully pfiei? the foUowing
comments about the proposed changes.

JJsing thCPjrojeeteii Seaefit Obligation (PB0) v& tfee Accumulated Benefit
ObUgatlon (ABfO)
Under SFA§ -ST., tli PBO is measured tismg assumptions about foture cCmpfensation levels if
the pension benefit formula is feed on &turfc compensation levels. While tlie use of the PBO
may be appropriate for use as the determinate of net periodic pension cost, its use is
inapprjoptiate to measure a^balance sheet liability.

Paragraph B17 of the exposure draft outiines why the Board feels the PBO is the most
aripropriate measure of the balance sheet pension liability, however, the Society believes the
AfiO Is the more relevant measure because:

» Using the PBO to measure Q balance sheet liability is in conflict with Financial
Aecmtfttin^StandardsSoM (F4S8J Concept Statement 6, P^agraph 36 of FASB
Coneept Statement6 states that the essential ehaiacteristics of a liability include
duty or responsibility obligates a particular entity, leaving it Httte or no discretion to
avoid flie future sacriiice" anii^e transaction or other event obligating the entity has
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Dw Sir: 

The American CancerSociety,Jnc. (the "Socletilis the nationwide, community-based, 
.voluntary health organization dedicated to e)iminlltinS; c'lIncerasa major h~lth problem bY 
preventing cancer, saving Iives,ancl' diminisltingsu:fferlnS; t):omeancer tbroughr~eatph, 
education, advocac.y, and service. This lettercontainsthe7S0ciety's comments on the 
prOjlQsedamend.tlmnt pfStatemenlso[Iiinancial A'(:cQlwtlng StandardS CSFAE) 'Nos. 87and 
1O(i as issued in the March:n , 2006 Exposure Draftl'Employers' Accountingfor Defined 
Benefit PensiOll and Dther'postretirement, Beneflt Plans". 

The.Soclety'issupportive .of the Board' seffoIts to.Unprove existing reporting.and odisclosure 
fott>ensiouSand .other postretirement benenl$;I1QWever, we do haveseriollsc.OU.9eroS aOO\it 
theproposedchanges, The. soci¢ty had hoped ,IllY changes woul\lmeaningfully iutprovethll 
eXisting accounting for and understanding of pensions,but We feel, .0n'the:Wbole, they have 
tiJrther ccum>licat;et!thematter. SpllCifically,theSo'Ciety respec!ful)y o~ the following 
comments about the proposed<rhangl:~' . 

lJ~jng tll.el'rojected llenefit OhI;gatjPlI (PSO) vSo ~e Accull1llla~d.llellefit 
ObligatlQlI (A."aO) 
Undet SF.A:S 87, the PBO is llleaBute.d using asSiJinplionsabotitfuture compensation levelS if 
the pension benefittonnula is bas.ed on fllt\lreocPllIpensation,levels. Whilet)J.tl'use oithe PBO 
may be.appro,priate foruse as the determinate of net periodic. pension cost, its use is 
ina'ppropl'iatewmeasureabalance sheet lia1>jlity, 

Paragraph B17 of the exposure.draft.ouUines why the Board feels thePBO is the most 
al?Pwpriate measure of the balance sheet pension liability, however, the Society beJieveS the 
ABO is the llIorc ~lllvant nteasurebeclluse: 

• 'CIsing the PHOto me,asurea .balance. sheet liability is in conj!ict with Financial 
ACCduntingStamlardsBollKd (FASB) Concept Stateinent 6 .. Paragraph 36 ofMSS 
Concept StateIl1$m!6 states that the esstlUlial eharacteristics of a llabiliwinclude:that"t!te 
dIlty or.responsibility obligates a particJllar entity, leavingi! lillie or no discretion to 
avoid the fumre sacrifice" and"thetra.nsactiou or other event obligating thellntlty has 
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already; happened^ The'fiBQ doestioisatfs^ either of these criteria because 1) the plan
eameel that part Q£ii;e obligation that relates to future

event causing^the Halxili^ tiie compensation increase, has
not happened^id fypically will uothappn unless the plan sponsor chooses to grant it

c^pettsatfomiftpettsim l&biMties tyishQthfinancwlstatemeni users as
oflmWties. Balanee sheet liabilities presumablyrepresent a

fellpLtionas bf^siatfefcientda#B, IMess anobii^tion to increase
exisfe fte vsdue of fetare ^lapensation increases to employees is not

^corded^as-aliability onihe balance sheet Thus, itis iiM?onsistent to require that:an
incremental valne of Mare CoifiiiJensatiQn incteasqsfee reeor4e(t©n the balance sheet as

» Recording a juturtH&Mi^Mta^^
users. It isincoiHistent to require theincremeBtal value of fiiture compensation increases
be recordedon the balaiice/sheet but Current ffiarket valu&f&r the plan assets^ that will fee
uleotto sfettle the liabait^. 3JfatUrelia:^l%ts the most accurate measure of the liabiiity,
a projec^d tetunt should fee feetored into the plaa assets,

other balance sheet labilities, ih&PBQ mnn&i be immediately settled. Tttat is, a
plan sponsor caimotexchanpe me FED obligation^fli a third party due to the fiiture
compfensation etoeiit which reittaiiis in rise Control of tjie plan sponsor,

Ifa liabil% is going to be recorcted on iQie balance^ sfteet, the Society believes the ABD is a
more appropriate measure because:

• The ABO is based on compensation and sendee as of the measureriient date,
characteristics oi a liafeflity as stated in f ASB Concept Statement 6.

can be' settled wifli a thirdipar^ (e*g., asonuity cbhfraats can l« purchased from
an liisuter for benefits accrued to date);atid3 ̂ us, is a belteraeasure of the actual
economic

Hie ABO is in sufistanee similar to the Accumulated Postretirement Benefit Obligation
(APB0) as;(tefiried in SFAS IDS- While the &J?BO includes an allowarice for health care
cost trend rates, this is different than the; inclusion of flitufe^mpensatibn levels in the
PBO. Health care infMtiOn is outside the plan^ponsGr^s control. Inadditiori, health care
mflationis snnilar to automatic eostKi&livrag increases provided by some pension plans
andwhieh would be reflected in

» Use ofthe ABO is consistent with the existing SFAS 87:requirement to record an
mraimum liability on &e $$$$&$ sheet based on im&nded ABO.

Lastly, using the FBO could require an adjustment to UnPestrieted net assete which would
significantly decrease our total net asset balance, whlcft could, in turn, result in creating a

a1~ hammed, "TtiaRBO .does notsaiisJ)! either oftheStl cmteria because 1) thepJan 
:$>liSOi'can ifiil1atemlty canc.el tlllIt pan Qnl!e O!lti~tiQJi that telat~ \i:I t,u\i:lte 
C.Qn:!JllllISal:lon1!)ve.lsand::4) tbliev.entol\1,I~t1u~U~lity, tho.} compensation increase, has 
not happened1IJldtypica'llyWilI n!lth~nWllesstlle plan ~prchoQs.es .10 grattt'jt 

• mtrMiing./rllw.f! ~atl()nj'fpeiJSiQJ! lialltj{ties: 1!.Ijslealisfinanciaistatement,users as 
tothe1!.ltl!'ket')I11'1{t;o/tiabiUties; Balance Shcl}tliabilitiespresumably reptesenta 
company's. e¢ooMlic (jbli~tiouas ofth¢ J!tiltetn¢nt@ll!. Unie$S an Qbligation to increase 
~tJiI,yJellel$ eJl.ist;tlrev4\llJe ()ffullJre ~)1;1pll1lll.ati®incmtsesto employees is nllt 
recorded.as;aliabilUyonthe. balance sheet ThuS, tUs incons)$t¢nt to requiretliatan 
i\l¢remenml valU.e offhturecoi.!!pilns.allpp InCte;1$c;s .. ~tel'Ord@don.the· balance sheet as 
Pl!ttof~l'BOwbentheyare uotineluded in othet>YllibilllieS. 

• Recoromg afoture.liability bl{ta 11!afketva~ qssetfortlter mi~leads financial statement 
us(ffS; JOs 1nconsistont tQ re'luite·tlleincremental value of futurecornpensation increases 
be recorded on the baJancl:.sheet butcurrcntmark:et vaJue.ftJrthe pJalJ .1Issets that will be 
U$ea'w~ettJ~th~ 1iahiIit)(lffu).tlte.l1a~Uty is thernostacclJrateweasureofthe liability, 
a pr~dreWrnsbo1l1d be factQredintofhepl3n..asset8. 

.. rJnJik4 ofhf?,rb41t:l1l~elih¢et1i4b!llties.tlt(!.1fBOct:lmUJt be immedit:ltelJlsettled. That is, 3. 

pIllA sponsorcannotexchanlle theFBO obliglitionWith a thitd JllIftr due to the future 
COni~nsatiouelementwhkh retnilins in the®1UrOi oftile·plall.8ponsor. 

Ira liability is gotng,wbe reooidedQuthe·baJance stlee!, tile Society believes the AOO·is a 
more.apptoptiatemeaSUtI: bt::¢liuse: 

• The ABO is based on cornpensationand seroceas·ofth¢ rn-easutetnt::nt@te, and has the 
characteristiosof aliability assttrted;)n PASB COl)ct;ptStaternent6, 

• TheABOc;anbe'settJed with a third,part)'(e.g.,anllljjtyC6ntractS can bepurchas~d fi:Orn 
an insnter for benefltS ac¢tUe<l w.dlite) and, II1U8, is.abeftermellsureofthe aC\(lal 
economic liability. 

.. TheABOiSlu substance Similar \i:ltile Accumulated POstretirementBonefit Obligation 
(Al'B0j as~finedil!SFAS lOo, WJjjle the A):'BOincludes anallowlil1cefofhealth care 
cost trend rates, this is diiferentthan the iI1l!I)lli16n.offutur~:CpmpenSation lev¢ls in the 
PBO.Health careinfhitlpn III outSide the plan.sponsor'seoptrol. tnllddition, health care 
intlationis similar to automatic cost"'6f .. liVing.increases proVided. by Sonie pension plans 
and which would be reflected inChe ABO. 

• Use oftll.e ABO is consistent With the~x:istil1g SFAS87.requiterneni to record an 
additio:ualinlnimurnJiability on tile ~\Il~ iHeel Pllsed on unfun4ed ABO. 

Lastly, using the PRO could tequirean adjustQremw unrestricted nefl\ssets which would 
signiffcllntlydeereaseour total netassefbalance, wbichcould, in tum, result in creating a 



mtsleadfeg i»eree|ttidn to our ecinMtuents regardingour financial position.
pr^ldsle *&e ttiost aesjtjratear&l relent ifemclal bfofmatioB in or4er for om c^tfeenis to

rejgard!tig:ttieir investment m the non-profiHndustfy* His
accounting tr^iMfenti^

, Ibe general public.

Eliminating Transition Assets $f Obligations
'Ffeeproporf siandaretjequii^s-^e §o?ietyreeognize as an adjastmentia theppening
balance «f uniesriefceiiriet assets afly ttaMsitfon asset ^ ^iigatjon Eeaiainitt&itom the initial
a^sB^QW -of' SF^S^es, 87 and tOg. AdW^naily, Ihe prQpa^sta^datd^iddeBminate
the e^ct of am^i^gth&M^aimmgtratisiltott asset 0^^
expense in

. Because the Society currently nas an unrecogiiaed transition asse^ adoption 0;f thie:ptf§p(>ged
t would ^quire;us:m<r^Mte PUT Inancial s^atemenfe to l^a^ju^.unre^icted net
e^n»nat&^e-remam«ig^ unrecognized transition asset and 2) eliminate the transition

asset amorfation inif^ict. Rest^tlng^lir.finandal ststenjents WoyldS^pJlte the ad(Monal
services of ouratfEu^ryandM as weH as the additionat tiineof oin accounting
persoimel,;which we estimate would cost the Soeie^apipTO5umatel
aVerageidonatiQii js apprtixittiately $40 r̂«s|at|ng the flmncial gt
donor dollars received feini Qie public &at were intended for-our mission^ eliminating cancer
as amajo^health ptoMem by prtveritmg caiic^ saviagftyes,
c^n^eriiroM^Tesieai^h^ucatipri, at&Qpacy, ancl seryfaie.
incre^e in independent auditor fees for lie past few years, th& Mditlon^ Wfden is.diMcult
to justi^ to our donots atldiStalcebolders in^tie context of good stewardship.

Conclusion
fij Eiummar^ the? American Cancer Society is supportive of the Bpar4% e|foi1s to improve the
overaU transpareiiqy and^complei^ess Of
pensions, We believe thjs prop0sed: standard is Overdue, Howevet; as iMc^tedabove^ acre
are specific areas of fee proposed standard tiiat tfae Society strongly feels shouldbe reviewed
and reconsidered. W^ hopfe the, Boarid will giY&earefuI cotsideratiidn tomt ©<>inmen^s. If
tfje Board^r^ijire^ a^y a<fttional clarifflcatipn or explanations, please
Mickle at (404) 329-2934.

Catherine E. Miekle
Chief Kirianeial OfEder
j%nerican Cancer Society

misleadfugperteptionto()Ut I)dnstitueritS regaixlingoiidinuncialpPliition. We worktd 
p(l>~,thQ mQSt ~tQ!Ilid ~llMtDt fliflWCJlIl wfO(n:1atioJ) in otder rOrdllr'~timen1std 
makeintbrm¢deehrions .regardit)gfheir investment in the .. non-profitinduslly. This 
aeoounting·tr.eatmem.woll1d1tomplwate<themmspa~¢yot'the S'()Cl~'$l:inanl;ial 
pert'OW!lli~!lfo'!1llr /.I!tgestcotl$fit1,l{ltlpygroU(t, /;he general publIQ, 

tUmtnm}! Trlml>ilion AsSetsQf .O~llglJtions. 
~ P(ojll)Sed Sflu1c:1atd.leql!iItl$~~09ietyreIlQgni~as anadjustmentitothe~in.g 
baiunee4lfunrestrl«wd'lletassetS uny ttansmon lISaet·QT Qbliglltion tentllillingfulm tbeinlUlll 
l!ppli\l!UiQfi ofSF~~Nps.!rl an<l tQ6,.Mditiollltlly, ·th~ prQ~s~~daJ:<lW1>uldeliminlJte 
ilieeffeot ofamortizIDg. thlHemaininguattsitiou assetOI'ob11gation,whitb:redUeespensron 
expens.e ill ~years . 

. Because the Society currentlyhllS an iinrecognjzedtrllDSition asse;adlipti<lnd.ftlleprtiptlSed 
statementwd.uld.r«Iui~1lll t(j.~¢stlitc; Qwflrnmtial s~temenhl to n.a.djust.~f!11:iQtc;lin¢t 
·as~tStoe1'imjnate:the.~ailifn.g·unrecognized transition asset and. 4) eliminaw thllttarisition 
asset atno~tion.htipact. ReStlitiPgo:ut,filIanciiJlstlitelli~ntsWQJ.lld~etheilddiliollal 
setYices ofOllrilCt(j.!uylln<lexterlllll.auditdrs as Well as.theagdititl1lal.tImeofour acc.ounting 
personnel,.whicli we estitilate·would cdstthe Societyappro1ci~1ely SiZO,!)!)!). G:Wen.iliat diu: 
aVetage~gonalioJlj~l!JlPI'¢(imawly$40,.rostl!thlg the fi.nanclal $tliWrllents W(luIit !Wert T¢l!1 
donoT.doUars received tram the pllblic that were intended for o.ur missioni.elimina!ing.cancer 
as a. majo!'illelllili.problem bypreyentiPgC.ant~i savlnglives, and diininiShing.S1i.fTeiingfrom 
qlIllCer.throligh ICSean;h, .ectllQlltiOll, a<iwcacy; andser\jc~. "":ft!:r~en~g a signlJlCllllt 
i.ncre;tSe hi independent auditor feesfocthe pasUew years, thisadditiollA! buti:len il/:difficult 
to justify to OUT.ddnoTsunu:stak:eliolders .in,thetontextofgood:stewart:lship. 

COllclusioll 
m$UU1rll<m',theAmerkan Canc;etSpcietyis supportive of the .spard,'s eij'orts.toitnprovethe 
ovemll transparellQY and'cotnpleIenessof financialsbitturients, Specifically Wi~regarll to 
pensions, We believe this proposed:sti/nclard is Qverdue. Howe:vtt,asil1dil)a~d I\bov'e,there 
Me sPeQffic~ofthepJ'()POsedsta:p.~thatthe Society slrongl)' feels should be reviewed 
alld recOllsidered .. WehopcrtheBoafdWillgi"e'ClI~ful consideration to out. totllinents. If 
the BQlU"d~lIiIesunya(\ditionalc!;¢iti!:ati.on or explanations,pleasecpntact Di/;herine 
Mickle at (404) 329·1934, 

Sincerely. 

t ....... ·L' ...... n.· •... ·.·.b.· . .....• +~ ... ..... .. ft. ...• -I.IA ..... /.!.. · ... I .. · ... n . 
~.~/'~~~ 
Catherine E. Mickle 
CbiefFil:iatlcial O~ 
AmericlID·Caneer·Society 


