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Dear Ms. Bielstein: 

The New York State Society of Certified Public Accountants, the oldest state accounting 
association, represents approximately 30,000 CPAs that will implement the provisions proposed 
in the captioned exposure draft. NYSSCPA thanks FASB for the opportunity to comment on its 
exposure draft. 

The NYSSCP A Financial Accounting Standards Committee deliberated the exposure 
draft and prepared the attached comments with the consultation of the International Accounting 
and Auditing Committee. If you would like additional discussion with the committee, please 
contact Robert A. Dyson, chair of the Financial Accounting Standards Committee, at (212) 842-
7565, or Robert Colson, NYSSCPA staff, at (212) 719-8350. 

,~ Attachment 

Sincerely, 

(J4r'" ~ 
Jeffrey R. Hoops 
President 



new york sTaTe society of 

NYSSCPA 

NEW YORK STATE SOCIETY OF 

CERTIFIED PUBLIC ACCOUNTANTS 

COMMENTS ON FASB EXPOSURE DRAFT 

Proposed Statement of Financial Accounting Standards, Earnings Per Share, an 
amendment of FASB Statement No. 128 

File Reference No. 1200-200 

April 9,2004 

Principal Drafters 

Patricia A. Crecco 
Mark Mycio 

Robert N. Waxman 



NYSSCPA 2003- 2004 Board of Directors 

Jeffrey R. Hoops, William Aiken Neville Grusd 
President Spencer L. Barback David W. Henion 
John J. Kearney, Michael G. Baritot Raymond P. Jones 
President-elect Rosemarie A. Barnickel Nancy A. Kirby 
Thomas E. Riley, Peter L. Berlant David J. Moynihan 
Secretary Andrew Cohen Kevin J. O'Connor 
Arthur Bloom, AnnB. Cohen Robert S. Peare 
Treasurer Michelle A. Cohen Richard E. Piluso 
Sandra A. Napoleon-Hudson, WaIter Daszkowski Mark A. Plostock 
Vice President Michael J. DePietro Joseph J. Schlegel 
Steven Rubin, Katharine K. Doran Robert E. Sohr 
Vice President Barbara S. Dwyer Robert A. Sypolt 

Vincent J. Love, Robert L. Ecker Robert N. Waxman 
Vice President Mark Ellis Howard D. Weiner 
Raymond M. Nowicki, David Evangelista Philip G. Westcott 
Vice President Peter H. Frank Philip Wolitzer 
Louis Grumet, ex officio Jo Ann Golden 

NYSSCPA 2003 - 2004 Financial Accounting Standards Committee 

Robert A. Dyson, Chair 
Vincent Allocca 
Kyung S. Choi 
Patricia A. Crecco 
J. Roger Donohue 
Roseanne T. Farley 
Robert Fener 
Hashim GhadiaIi 
Fred R. Goldstein 
Abraharn E. Haspel 

Edward P.lchart 
Linda Lam 
Joseph E. Manfre 
John J. McEnerney 
Stephan R. Mueller 
Mark Mycio 
Raymond A. Norton 
John J. O'Leary 
Michael P. Reilly 

Steven Rubin 
Sherif Saeed 
Joseph F. Schick 
Lewis Shayne 
Leonard J. Weinstock 
Barry Wexler 
Eddie C. Wong 
Margaret A. Wood 
Jay B. Zellin 

NYSSCPA 2003 - 2004 International Accounting and Auditing Committee 

Robert N. Waxman, Chairman 
Srijit Banerjee 
Renee D. Bomchill 
Fredereick D. S. Choi 
Lee Chedmond 

Patrick Edgar 
James Keating 

Wijeyanand Pathmanathan 
Lewis Shayne 
William M. Stocker III 
Elizabeth K. Venuti 
George I. Victor 

Leonard Weinstock 



NYSSCPA 2003 - 2004 Accounting & Auditing Oversight Committee 

Robert E. Sohr, Chair 
Gary E. Carpenter 
Robert A. Dyson 
David J. Hasso 
Michele M. Levine 
Thomas O. Linder 

Eugene D. Mahaney 
Robert S. Manzella 
Eric J. Rogers 
Steven Rubin 
IraM. Taibi 

NYSSCPA Staff 

Robert H. Colson 

George 1. Victor 
Paul D. Warner 
Robert N. Waxman 
Paul J. Wendell 
Margaret A. Wood 



COMMENTS ON FASB EXPOSURE DRAFT 

Proposed Statement of Financial Accounting Standards, Earnings Per Share, an 
amendment of FASB Statement No. 128 

File Reference No. 1200-200 

Comments 

We support the Board's efforts to achieve international convergence in accounting 
standards and generally find the proposals in this exposure draft to be positive. This 
exposure draft presents three changes to the methodology for computing earnings per 
share, but does not elicit comments on any specific aspects of its content. The following 
comments present our views on each of the proposed changes. 

Item 1 

Change in the Method of Computing Incremental Shares for Annual and Year-to
Date Periods 

Quarterly and year-to-date diluted earnings per share computations should utilize 
the average market price of common shares for the respective reporting periods. This is 
consistent with paragraph II of SFAS 128, which states that "the objective of diluted 
earnings per share is ... to measure the performance of an entity over the reporting period 
while giving effect to all dilutive potential common shares that were outstanding during 
the period." 

Although the text of the exposure draft proposes that quarterly diluted earnings 
per share should be computed using the average market price of common shares for the 
respective periods, certain computations in lllustration 3 of SFAS 128 continue to be 
affected by the frequency of interim reporting (specifically, computations "e" and "j"). 
Accordingly, the illustrations should be revised to reflect example #7 in lAS 33, Earnings 
per Share. 

Item 2 

Elimination of Any Exceptions to the Presumption that a Contract that Can be 
Settled in Either Cash or Stock Will be Settled in Stock 

The proposed elimination of exceptions to the presumption that a contract will be 
settled in stock if it can be settled in either cash or stock is appropriate. Moreover, the 
Board should clarify whether this presumption should be applied even when specific 
transactions during the period have settled in cash. The Board should also provide 
guidance regarding the disclosure of transactions that settled in cash subsequent to the 
reporting period, but prior to the issuance of the financial statements 



Item 3 

Inclusion of Mandatory Convertible Securities in Basic Earnings Per Share 

If we correctly understand the term "mandatory convertible," this change is 
appropriate. Nonetheless, we recommend that this term be defined for purposes of 
applying the final standard. Finance and investment jargon refers to the term as a 
security that automatically converts to common stock upon maturity and that such 
securities are at times referred to as "deferred equity" or "equity substitutes." 

Paragraph 27 of SFAS 128, which discusses consideration of anti-dilution, is 
integral to applying the "if-converted method" described in paragraph 26 of the ED. The 
standard should clarify whether anti-dilution should be considered in the application of 
the "if-converted method" for the inclusion of mandatory convertible securities in basic 
earnings per share. 

The Board should provide examples illustrating the inclusion of mandatory 
convertible securities in computing earnings per share. In addition, guidance should be 
provided to address the application of the standard to financial instruments that have 
variable terms. 


