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'Mi' dlSagreewlth �t�h�!�!�i�l�q�i�l�!�q �( �~� �~�s�l�o�!�1 �. �t�h�a�t �, �t�h�e� �r�e�e�c�9�i�:�l�~�i�o�o�t�h�r�e�s�h�(�j�l�d� be establt,sheo �~� 'prol?Qble 
�o�f�b�e�i�i�l�9�S�U�l�;�l�a�i�i�1�e�d�' �~�:� "':moreapp(0p6atelhreshotd woQld,fll'Stbean, $j)/'QacIl �$�i�n�i�i�~�t� to tbeaJtemate 
view �J�)�r�o�p�o�~� il1paragraPJ,"B4i; or seeondly ,a 'mora 11!(e1y man not 'lo besusta,ned' tbresnol¢Wiih a 
�r�f�l�'�i�l�i�l�e�'�d�'�$�c�o�p�e�-�a�s�i�!�i�S�C�l�i�l�i�~ �' �.�i�" �· �l�s�s�\�J�e� 1. 

�i�;�h�e�E�k�l�"�,�r�p�l�I�$�s�e�r�t�$�t�h�~�t� 'n.l$PITJPQsef} �[�n�t�e�r�p�r�e�f�!�i�t�i�q�~� 'f8'!fd re.sult in �i�n�c�r�e�.�.�a�s�~�d� �C�P�r�t�/�p�f�J�{�a�~�i�l�i�t�y �, �:�I�[�1� 
Manel/il reporting of trlG.r;Jme taxe.s bec8uS9an t1/x, PQSJ/itiII$, IIGC011nted for In �~�c�o�i�:�d�a�n�c�e� WIth 
Statement 109 alV Within the spope pi·/tIlspropqse.d 'fI/9.rp",i1tlionand aJI uncetfajn(!!x 'PQs/fions 
wood be eva/uatMfor recognition, �d�~�~�g�n�t�1�i�o�n �,� ai1t1 measurement lJsi(lg consistent, �c�~�l�e�'�t�i�{�J�· �.� this 

�, �a�s�~�~�r�:�t�i�Q�n�i�s� not �r�e�<�j�l�i�$�~�c� or �~�p�p�o�r�:�t�a�b�l�e� tn �p�r�~�q�t�i�c�e� TIle:' �~�i�g�!�)�i�~�q�a�n�t� level 'of �s�~�b�j�e�C�l�i�v�i�t�y� all<j iIJdgm(lot 
involVed in detelmining Yihether any tax �l�1�o�s�i�f�l�o�n�m�l�'�l�e�t�~� tneED'$'pro6aPle"tfll'eshold w1ll n()t re$uli,ln' 
an applicatiQnof consislent'<riteria and will notlmproye.compara\?Uity/nllnanclal rapQrjingfor in()()l1l!,! 
ial!es. To �i�~�e� contrary, the ED will result, in misl!'l8diog' �~�n�a�n�c�j�a�l�~�t�a�t�e�m�E�l�n�~ �, �(�o�r� �c�o�m�P�<�l�n�~�~�t�n�<�)�t� hay!! 
tax �p�o�s�i�t�i�o�n�~� with similar fact ' pattef/15 butoipply d,if(ellint 'st,IIlQards of �)�u�d�g�m�e�n�~� risk and 
conservatism. 

Tax laws �~�"�" �, �i�n�h�~�r�e�n�t�l�y�i�i�n�j�b�i�g�~�o�t�i�S� �a�n�d�:�C�O�/�T�l�J�l�l�~�)�<�.�v�m�l�i�;�h� O'@kes �i�)�t�i�~�~�t�t�f�o�r� a �o�o�r�i�l�~�h�y� tp c0n<:lq(je 
�t�h�~�t� a �t�a�x �\ �p�o�$�i�~�o�n� is p,,?bapleqf tieif]g �s�u�s�!�~�i�!�j�e�d�.� In, S4,cJ! �c�a�~�,� �u�n�~�r�\�h�e� Etl0q �~�e�~�e�f�j�t� wouldll,e 
recogniZN, evenWIJen Ihere'sa hlgb �h�~�'�i�1�~ �' �$�Q�f�O�e� �, �q�r �\�~�o �r �t�h�~� t?eneli! .... lIt �~�e�s�u �, �s�~�r�r�E�( �.�c�L� �r�h�J �, �~� 
rreatrTIent Will overstate 'tax liabifitfes; �I�J�t�I�~�~�l�s�t�t�i�f�l�r� deretredt,ax assets',s'nd reSu.lt Iii 'amlSlliatch 
between wh¢n a tax benefif Is 'iMurre.d'"and when �~� IS f¢¢i>gnizEi<J. E-xamp!es of factors Illaloouid 
prevent the ¢onclusiQn thatetax posilipg is, ·probable" �I�n�~�l�u�Q�e�:� ' , . . .. ' ". .. ' . . . .. . ,. . . 

• �T�~�e� lac150f clear anCl �u�n�a�P�:�1 �,�b�i�g�u�~�~ �. �~�l�a�w�,�e�s�p�e�c�i�<�1�l�l�y� In �t�h�e�$�i�?�t�~� )Vrisdictiollsvroerenexus 
arid other concepts, are 'fl!!pldly �'�e�~�6�1�v�l�~�9 �.� 

• . rtie lnabHity tq obtilin a 'shOuld p'revaK',!ax'9Pitji()nwhe" oJle or niore pieees of negative 
evidence Partially offset' vetiliablepositlve �e�V�i�9�~�n�C�e�.� , 

• Lack. of �a�~�a�i�l�<�l�b�l�e�(�)�(�)�l�1�l�P�<�l�r�a�b�l�e� legal precedenl tosupportth,e �s�u�s�t�!�\�i�l�l�a�~�i�l�i�t�y� \If a naw �t�a�~� 
posltipn or �~�o�n�f�1�i�c�t �i �o�g� �c�~�s�e� 1$",. 

• The fact that laxing �a�l�J�t�h�o�r�j�~�e�s�'� I!udit teams routinely take dijfer.entapproaches with di,tfarent 
taxf)<lyers. in �p�~�c�t�i�c�e �· �t�h �e� IRS wfll soQlCtimes challenge \he tr,e<rtmentOf talC·positions in one 
industry and not another, Such chaJle9ges to other indUstries could be neg",tive evidence 
against the probability of the posifion �~�i�n�9� sLlstai,nea, even if the posiijori has histQriCally not 
been �c�~�a�l�l�e�n�g�e�d� in the �t�a�~�p�a�y�e�t�'�$� Industry, 

• The taxing authorities may �h�a�v�e�a�Q�;�e�!�l�m�e�~�1�!�;� in pl!,ice with the taxpayer fOf .8\lministrative 
conVllnien<:e, bu\ 1i1e, �t�a�x�p�o�p�~�l�p�n�$ �,� 1l)ay 'l\OI reach the ·probali1e rifbelng !\uslal/led" level 

, based s(llely �o�n�i�e�c�h�n�i�c�a�l�r�n�e�~�t�s� pi lheposiiion.. 

In �p�r�a�c�~� it Will be difficylpo ol)IPip �'�S�h�Q�u�l�d�~�~�v�"�,�r�~�x� opinIOns that ,meet thE! �~�!�t�e�[�i�a� (If the 1.'9, 
These tali QplrjionStlrl! �f�o�f�i�r�a �i �l�1�\�t�~� �u�s�l�n�9�s �f �g�~�(�f�t�c�a�n�l� ptofessIonal fudgrnMt ,and are not solely base,Cf 
on . verifiable objective conditions. For example, assume Company A takes a worthless stock 
deduction In 2005, Tl)ere is cle;!r ,u,d �u�n�a�m�b�i�g�u�r�i�u�~� tax !<!VI tllat Indicates this is a valid deducUon. 
However. to be �~�t�a�i�n�e�d�,� the, deductiOn !Tlusf be IPkel) ,irilhe yea(the stock becomes wor:thlass, 
Becauselhe deterrnil)stlOll ilr when �t�h�~ �,� stock became, �\�V�\�)�r�t�~�l�e�s�S� involves significant professional 
�j�~�d�!�l�m�e�n�t �.� il Will be dil/iciJlt to obtain a �'�s�~�o�U�I�(�\�'�l�e�V�e�I�'�d�p�i�r�n�o�n� thai the deduction was claimed in the 
apprbpdafe year. " , , ' , 

The all or n6lhingnature Of \he �·�p�r�o�o�a�~�l�e�"� IPre,sh<1kj gives no regard to m;loagamenr's �~�I�e�s�t�i�m�;�l�t�e� 
of the likely oUtcome and therefor!), will provide l""cc;urate infOrmation to users' Of �f�i�n�a�n�c�i �~ �1� 
statements, ' For example, ,;1sSume �i�n �, �f�h �~ �, �c�u�r�r�e�h�t�p�e�l�'�i�O�Q� POlnP.mYh./Ja,s ,an llrycerf"ln tax position 
which creates 8$1 O.OOQ.OOO \a)('oonllfft. Ejllseqon: i!s$peciflc facts8nd �C�i�r�c�u�m�s�t�a�~�c�e�s�;� Cornp,my A 
�b�e�~�e�v�e�s� that it Is more likely lhannol �!�h�~�t� itS, positlOh Wll1 �~�e� sUsl<llne(.l, but .dliel 0 ambiguity in the tax 
code and a Jack of comparable1egaJ procedent, Company Acatil10t concludet hat the uncertain tax 
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pj)Sitton is 'prob361& of 'beJl.I9J~stl!l~d" ~soJeior:,oi1Jlle tec'lln*,1 meill$ 'Of the flOiIljio.~,lf 
c;l\a{lf,lI'Iged by 'theiRS; Qe'njJlah~A·sbestCl$timafe'of.tlje ullim!Ue <l<iISh. ~efiUOI)e rea~llool 
the unCertain tax pQsltion rs~,oo\J,OOO. Ul)per !heEQ 3$. cllr1'e.ntly wpMn. COmpany A will recogniz(l 
no. benerrt from the tall; poSl1loo; e'(en Ihougl) ite~ to r~ljzea minjm\!m tax ~neflt9f 
$8,OO(),iJOO, andpo.lIl3i!JIY ltie entire $10,000:000,. In ltiis ~a01pJil • . the appl~!ion. oflb~EP':s 
prpvlS!¢hS c~ally (fQ9s ,~tyi(lld an al;CtJra~ . djlplCti9not CompanyP!s tax ~expense; defuiteil1a>c' 
ass.ets or HabiUlles, Of Ju.ttir.e ()3sh feqVi(6mellts, TlJi~$()9f18iio '.'iiIlOC(;ur 1reque!liJy In pracij~ 
bec;lus(l oflilil significanljudgmeolrequiredlo evalu~elhe"prob!lble' threshold,' '. 

A feCQgniliorrthreshold suclias discussed inpaiagi<jpn 1347 woukJ eJiminllle '!~ pQt~I)Ifa' 
incQnslst(lncy noted liythe Bo<!rd In paragr<!PhatS .. Theuse of a~1 thrllsho!d Will res,uiUn 
i!lCfe!ised ~(lOcornpara,btil reporting of tax .. P9sltions whl!h ttie probabilfties ofbflin9 sustained ~II 
be~n the upptlr and lower tl)reshotds. ASI'i¢.ed iI~.thjs po~ntii!l il1C!)(Isist~ncy i$ . !leSt 
ad~er;sed via .aSta!eiM(\t5 loss CoiltingeoCy Iljlpib;li;l\; j)ut we f'ilccgniZatlic!paragia'ph 847 
aPtmiacn is a valid conceptual ancj pracifcal alteri1ljtiye, 

In sYnlmaiy, we stronglY cjisag~wlth theeaat:d'scoQcliJillol1lhat the rl!e~riltio.n . !hi~~oid be 
e$tabfi,shed as 'pHlbable" A more apPfOpr1a!l\ ~*,Id ~ be~r:!i3l!er!l!l~ .view pr.gposed J!1 
patagraph B47. However, we suggesttfiatttie--FA~a. c!ilf.iry~f;Ih6flhjf"best bs\irfiate" apptq<!ch:for 
r~rdin9 a liilbility IIndet paragraph 847' is intended .to Teter to the !)tiltement 5 method for 
. measuring . a loss contln~ehcy (as. lri{elJlret~d~y · iriterpn.tatlo!J 14) ' or t~;bElste~ti)11/lfe .approach .as 
discus~e'din paragraphs '11 and 12 ofthe EO. if the BOOrd dis..grees with 'lhepa~taph 847 
approach, we WoiJkfsuppori a 'more likely·than flono be suStained" threshOld if thescoptl is limited, 
as discusSed in Issue 1. 

Dual Thresh{lldl\WrO!J!il 

.If an approach similar tbthealtematevfew$1i1 ~9r~p~SiB46l\r1d ~4t 19.6!lOpted. a duaithre5l)o!d 
approacl'tisnol necessary, <is recogn;tiona(\dd$'i\C<i!:ln!!IOI1Wbllldl:1!;bas¢~oi'ltlwsametNesl-t9hi, 
Likewise, if a more fikel)lthan not ihte$hold is adopted'.a:iiil)gle rec090itioriiderS¢IJgnalOn threshold 
could be utilized. It the: Board issues the ED as currently Wri!len,we ~eeWlth ' the-Board's 
conclusiQ!l to otilize a dual \hresholdapproach for initial recogniflOn and$ubsequent derecognaiOn of 
tax benefils~ 

SUbll8QllflOt RIIQognltf~1l 

Issue 4: The Board COiJeflJ(j~ ~ •. E1lax po'sition· (fiat did, not pf'eyiolJsly l'r1eetlheplPba,IiJe 
recognit[oo th,!!,sI)qldsnoqla~ r6Ci:igo~ild in Srly.JBM PfJriridin wllien t1wenWrprise~ub8eguenlly 
con"'!JCf~s /hat Ih~ prdbalf/e fecognltlo/llhre$/lOId hasIieJln met, (Re'erfapBragtilph 822 in the basis 
fpr c;anclusioM.) Do you flgllile? ifiJ¢t. why fIQt? 

As "otei:fin our respon~e tOlssu~3:ab!:>'le, 'fie dono! ag'reeWitlJ !lWuse6fa probable recognition 
It)resl1oid, Hov,:ever, we agreeWith-tM 80;jrd~~ C9hclusio~ tlla! a 'tax posltion that did not preViouSly 
~e! the linal to's rocogniiion tlirilsfi()!dsl'!ciuld be reco9llized iOl1ny later periOd in wt\l1)h the 
enterprise slJb$equenlly c6nclude~lhii.t W!fih~lre\109hltio!lltireshold .has bee~ met. 

b,~&C()gl'lition 

(ssus. 5: The B<:l8rd conciud!iIf./hst apf:eViOlji;lyr8CfiYniiei:f$< tm¥kintMt,I!r:J IoilgermeefB /tis 
prob~Pla fiii<Ofinitrail thfeiJtQld~/f,tbe*"~f]1zi!d bfie¢Otr/ingef! inCome Ii/)( nlibiJlty of 
'rKtucing il deferred tax I!ss'~flH~pe:ii9(Iif/:~"'liictiliieeiJte.ipriset;oii(:liJdesthatiljs mare'likely than 
flot .!haU/Je .positJd(l Wiitl1ot6e su.s1iii"eai?ri. ~u:cJjt A >hl/Woon ilfkii#ljnC8 as .de$Ctfbedirl Statem&JI 
'tOg or a valua/io!l .BCCOt1ntiJiideSC!ib#.in FAS£} (J(j(l.ce/it,s st<itementNo.8. ElemenfsofFinenci81 
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SlBte~hts.ShOufdrkit ~.' tj~~ . (f~ ;fS4b$lifJJteld1'det~otpiiliOl'lcf tff8' benefit of !Ita'" (IOSit1OlJ .. 
tRWtr to PiJtagtaphs823-'a2S in .If1eMS;s for conclusions) DO you ~gree with . the Boai'd's 
CcnClvsions oniJiJrecognitkJl,.;Of proviouSlyrecognized tax·pOSItiOns? ·1f not; Whynot'l 

As nOfedin qurtespOnse'io Is,s~e 3 above; we. dO not agr~~h ~ USll Of a'pt(Jbable" thtestroid. 
H6We~t,i(the EIoard ulllma)ely -retains (he "probable"thteshold as its final ~riition·(hres~6Id, ·.we 
agree wltl\the Board's CQ!lclusiohs .onderecognffio~olprevlOusly recQ9l1ized 'tax positionswhenitis 
more UkElly. lhan not Ih,al(he position will not '~ . sU$tained an auili(Wealso wouk,l SlJPPCl('t 
dere~nitionat the pOint the uncerlaintax pOsi!iol'! .\'Iould not meet the fflCOgnitiOniliresndld 
suggested i.r\ the alternatiVe views.Qfpi!lragr;lphB46Bhil 'B47 . 

. 

M"s.w.ment. 

ISl,;ve~; The, E3QardconcluijecithlltQlJf;lltheprf)QltbiiJ rewgni/k;f1 tllres.hO)d is, met; tIw be$! ~Sti",iite 
of/iiI} IImClvntthatwovkl ~esui;taif/edon a(l(lft#/oaldbl1,recogfliz?i!. Th:1it '~rdCOnC/udedl11afllny 
svbsflquel7!phanges inihaf.repognized amountsJioflfdbemade f./$1i)gat:.&sfestimaletl1(iIl'lD(fology 
and r.ecognlze(fiil the /Jfi.rki(f:o( the changfi. (Refert!> Pfir<lgraphs 89\8.1 i 8rid87:6-B29 in thE) basis 
(or conclusions.) {)O.you agf'l;~ . withthe /3oard's.concluSionson measurement? If not, whynQt? 

We,·agree with the E3Qard's COnc/USi()l1lhatll (~ogflizedta.x i)enet1i should be !l1COfded at its ~ b'esi 
estimate of, the amount Ihat woul.dbe$ustai~ .QIt.\l(JdiC f1oweVer. we note ourcpncems witt) the 
folla'Wing concepts and wo,ding .onhe EO asCllrr~nt!Y-wntten. 

" . " . ' 
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• ThEfphrase "ilie best estlmate of th~ iiI"llQl.lnU~l)ti$ /U2bableof be,lhg'~U$~ned" iflparagl'llpn 11 
.should be fCWQrded to cl!tiif'y the Boerd's intent. It IS lJIlClear whether the usepfllie: word 
'probable" refers 10 the systainabilltyof,ihe. ov~raii lax po$it.loounder paragraphEl Of tp'the Jevel 
of .Qertainty needed for thj;! ··b~tesUmate·. CJarili~tioJl Qf~ YIOli!ing in:pal'llgraph11 llOd the 
inclusion of anexampie on the appliCation Of the besfestimate methodologyar'enecessary 10 
llchieve the EW;;ord's goal of increased comparabiliiy. 

• rhe ... BQard should clalify whelher the Qi\lst~ljmatt'!shoul<:l be bil~ .primarily Qn a (',()m,*nY's 
, . .. , .. " '" ... _,. I " , 

prior e)(perience Qr analyses:of potential li~gationol.ltcom8$.Tt)eI3Qar(j flOle$ in pal'll9raph 12 
thai as the gap betwei\ln manllgem81'l1'S "besi eSiimate' al1d jlJi;! fulf l1!:\1b(Jnl of \iIl!' t:i~~flt 
incre"ses, so does theindiC<!ti<>n th;;otthe probable thres!loldmayriot ~ rOat, Determmif)9how 
wide a gap IS "tolerable." requires judgment and depends upon the nature of eaCh deduction 
taken, 

For example, assume eompany A takes an uncertain tax pOsition which it be~eyesisprobable Qf 
being sustained upon liu~il, and WOuld be . 80% recC)ver~ble .upon fini:ll litlgatiol1, l-iOW~ver, 
Company A routinely. Sel\l¢$ similar tax pO$iti()l1$ with the taxin.9 authQI'ity for500/0"Cif the 
dedUqible amount duelC> the .cost lind length Of ·time !blitig'a\efhelss\le. What should be Ilie. 
overriding factor in Company A's detelTllination of .!hi\l best estima.te to be sustaineQ upon .Budil?' 
Based on the phrase' includingfit7a1 itJsolution .of any relatao litigation, or apPfi.8/S proceS$' in 
paragraph 11, one could conciude that Company·A should bQo.k ~O% ofthetaxbeoefil Howel/er, 
only 50% isexpec!ed to be realized.lipan Settle lT1ent &houl~ Company Arer;qrd 50%- of the tax 
bel1efit? Further ciarifi(:\ltion is neededfrotn the .llo~rd fQr this practical implementation malter. 

¢~$$IfiCallon 

IssUII 7: Th/ll3!Jef{i cone/wed. .tJiatthlr.lli3b'ity ~ilS!f/g frOm the. (Jiff(ui!f/ce biitWiJen th& ,Ii:lxposifjiw 
and the ~mountre.cogf!i2ed, iilrnf'rrftkJ,#!~d tiprSu~n{ to thlsptOiJO$.~ InierpIJHaliollsb,oCfI<! ' be 
classified as a cUlfflnt lial)illty -fot ~molltitS1Ji.~.t life spt1cip/fted to /)9 jJsk1.Witfiin I;in~ year or the 
oper<lting cycie. iflonger. cjiiless JhiiJIf~l!iPlY,'8dsa:i ~orii a taxi!bfe terii~ry f/iffiirei1¢fJ 8S defined in 
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S.ta/ettJerif1~, if$~#I$ClIis~itJW ~~JI~!&rredt8X1la1iility. (Rafti! to 
thf' bti$isfor/;JJrkfWiiCfis)l)o Mil iigri1~ with the·Soarel's: conClusiOns on 
not? 

Wet!gr@ ,·Wittl· IneBoarg'$ ~rilu$lCiriS , QiI classfflta6on. HOW!Wer, We fbre!3l!e · ~~~Ldilft¢\II~silJ 
!lelemui!i!l9'111le;l;to i(l()!asslfY ajax · 1l~bllitytrdrnnQilcurrent· to current that¢Oul\1 :1~tO . inci'~I!$1Id 
noncmnp;arabil\iy ~eni;omp;an~s. For eXilmP'e" .l'lt,Whatppinl does a taxlrilbmtyf9ral!uncf;!\ain 
taxpositiOtlbe(:()rl1e ow rj)nt - wh~nlt Is agr~d. toWitli lhe ta,xih(l authority or whehit is ~identaS-to 
wtIenit will be. p(lid? Altt10ugh on.Jhe ~Ur'fa,cethe 6ri'lin~of p~i'mentmay ~m f!3a<!liy<!Eitertninable, 
lhe)e'19thand .unceortainty of theseitlem!3ni p;oce~s: WIlI,OIteoh cr!3ate questiQnsl!~utJne .'~m(n9 of 
~~nSbelWoon noncurrent and ciul'1'eO( cOtjM!1g . e)(amin~tions, unrescihilld isSues, ,Can 
eicleM ovEir many Y!3ars IQr reasonsou\side Qf ltie#!rl>lQfthi:! GO!"P"ny.li1maflY 1"$fances, .'i$S\l~s 
may appearfl> be, n!3ar resofUiion, qut becaliSe Of. a '~h(I authority's adoiirii$tf<ltiv.e de!ays and 
diversepn~titki$, those issues COntinue to ren:\ain.lin~sqll(edfOr Iongperio~s Of tiroe. ,S~cnd!3IaYS 
are nol withintheconlrot oOhe compa~y and car) re.suftinmulti!?le ij~bility replllsslf'lC<\!iOns over time. 
We suggesttha1 the Board conslderl/1is matter:!n tts. furlherdeliberationsOfthe ED, 

Changes-inJudgment 

issue.8: The EJo3rcfconcludedfhat, conslst~wIr/,1tJiq~ inptJ,r~(Jraph 1!HOf Staferr!ent 109, 
3 cMnfleirdhe recognition, derecognlfion, '(i,.'t@il~iJrement (Jfa fa>cfio$!tiOtishP,jldbe re¢OW'iud 
antirely In the inferimperiod in WhiclithaJihang!3Jni!l.dfJmenl ocam" (Ref!3( fo ·P/iraglaphB36 in the 
basis for conclusions) Do you agree wlihi/l~Soilrel'S coliCiuslons aboutach'an'geinJudgrr!enr? If 
Mt; why not? . . . 

We agree With the Board's corlclllsiohs 'aboiJ\a ¢nangein juclgllient\l\iWever; based on OUr 
COf)sultatiOns, theprovlslons of tOa. ED ~elat<id to . tbis: ,matterareii1dirisist~nt with. cui'(entpractice 
under Statement 109 and Accounting Principles BOard Opinion 28, Tntenm FinanCial ReportjnJI. This 
further suppodsourassertion that the ED shouid be. 'recl1aracte.-ized as an amendment CifStatement 
1 09andre-el<PQsedto the public as, such: . 

Intereshnd Penalties 

IssCie g; r/ieBOatri concluded ilJat If/here!~Vant tax .law requires paytMI)t of intil.,ros{ori 
underpayment ofincOrnet~eSia.cCru~' o1lrilerest llliiwld. be based on the djffe'reb¢e 'be~n the tax 
benefit recognizeci in the finqnclal'.slelf/menls ancHhe taipos/lion In lbeperidd /hriiOteresli$deemed 
(0 ha.ve bee.h ltJc;urred.$lmilaiIY, i{aslallit6fy p6n~/ty wr)uldapply to a pli(tlc'-!Iar taxppi;ition, " 
I(abilily for that penalty ShOUld . be ' ~cqghf.ed In . the period the pen'alty 1$ d'!l!m9dt<i have bflen 
inCurred. Because classification oOtiterost and penalties In the itlcomes/eternent.WI!:fnot cotiSidered 
whM Slatement 109 Wasitsued, /he .SOarrllXJnclUded it wOUld 1191 cOhS/der that Issue ill this 
proposed Interpretalion. (Referidparagraphs 837-B39 in the basis fdr conciLislons)Doyou agree 
lirl/h tire Br)atri'sconc/U$lons about recognitiOn, measurement, and classification orln/erest and 
penaltieS? If nOt, why not? 

We 'agteewith the Boarc!'sroncfuSipn alX>ut ,~'riiti!m an(jJ1\E1liSuremenl of interest ahd penaltieS. 
However, as we slI!lgesflld in our response 1t!'$SI~es ,2~rid~lItXiye' ihe ;ED as currently draftee! Will 
resliU in overSlatetmeh!S()ftax liabilitieS, 'ani:l the (et()rc!jrlgofii'\tE!ms! OrHliOse overstated liabilities 
will result in misieadingfinancial statements. In ;<idd~iC(n, tI!l\' peqattles ,cary tdtalUp to 20% of the tax 
due. By including penalties on top of alteady overj!tatedtax lIabililies,th'e financiatstate(hents may be 
rendered evenrhorecmisleading, 
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Wa:Qis~ .. 1IIitII1ba:a ' ;' ~'~~iI\lJf;iston allo\Jt ltie·class\ti'eatklitof.interest and .' . haftle$ ::As ·' 6~ 
if! " \lui' oo~~~~ ~rr~ ·~~!¥tion 'tneonsiStency;Qfftfle EO's Asset Rec:nitiW~F Wlt~ 
statert1~nt19~ .. tjlfl; ~q'~ jl~oV~ShOll)d be teqharacteriZedand re:expo~dasaq~ip~~~IJ1.&Q.fo,r 
Statement 1 09. lnlh,at ~rq, tf'jll Board'SbQukl' .address tIIec1asslficaUon of Intere$tand· pe,fi!I~i!'$;lS 
a PPtimtial amel)dment' \Q Statement 109, ThIs WCluld improve · consistency in ~pqrtJlJ9 ,acrOss 
iniI~SIi'i~Il, '. . .... 

~milres 

/ssM f 0: TMBcilfd oonciudW IMt lOSS'C6mili~!1.c#!.S"~lfiyfj!1~iJtr8~i~L!S{Y TfJCCfjrIiz1kl'tax. pP$I1fOb~ 
shduldbe' df$Cf6sediriacrordarlCe Witltthfl fJro¥i$ioi1~ Pl,mliropfis 9;11 of'Sfa/(iment9· . Tff6: 808m 
alsO concluded tha/liabilitieS hiCOghized rntJjlrtrMiricla($lat~mMtS pUf$,u';!l!ft9 /his proPc>~W 
Interpretation for tax positions that do not mefitt/JePtOtkb~ rocognition .throshOfd arosimiiartO 
contiligentgains. Therefore, Iflose lia/Jililies shociJit ,l1e :alSj;lol>&J.in a'Ccofdim(:p wi(JHhe prOIIIsiOiis6f 
par'Qgtaph .1.7 of Slatemelit 5. (Refer to parogropfitMCinit!liIJasisfor C6ric1uSiOtis;) Do you agree 
with the disclosuroroquifelTlentS? "not Whynbt? . . . . . 

We agreeWiih the " Board's concIusiOn that H is lijlpropriafeto use the 'Stateniehl 5 ;disclosure 
requiremerils. l-/owever, bylrtcorporatingt/;l8 a~p~i.irepWi~~of'Statemei!t5;;Uj.d $furilll!i to. a 
"best esUmate"measuremtm! criteria, whi¢hil11~1iY s6UndslikeaStatemenfS ineasuremenlbUt is 
clearly a'differentapproach, tneEO may proile c6rll~~9. to praciition'ers. 

EffectiVe.Date IlIld Tram;ltlcin 

Issue 11: TileBdard :C9r1t1qqeif't/)~t tfjif;jJro{fOSe<i; lifl.i1fpietatki/l~hQ!IIdbl1 efJiJdiW! a~ oHbeentj of 
the first fiscal yeei eri'ding',after DecemPer -1'5; ~qo5: ;qrl}/t;ixpo$ilkin,s tha(/ti.eetthe 'ptoh§tiie 
recognition thresholdal (iral date may ber!JcogntzeC/. 'The '(jumufat[ve effectOtln!tiallyepplyi'lg tf!is 
proposed InterprefaiiOnwolild be recognized asll cilange}q a<;cquntirigptin¢ipleas of the aM offill, 
period iri Which this propO$ed Irlterp/:fitalion is tldqpted. ReWite!iien(q( fJrevio!J!S1Y i$,Sued fnter/mo' 
annual financial s(afemelits lliJdpro forma dlsClqsufes for prfpr periOds Is not pertnitted.Earller 
applicatiOrliS encouraged. (Refet/o paragrapl1s.B41-B43 in /he basiS forc6n.clusloI1S.)PQ.rOlJiJijree 
with the Board's canclus/otis on effep/ive date? H not, . how muc;:h tfm.e. WQUldYQU antfciP?fe Will tie 
necessary to apply t/Je prOvisiOii~ ·ofthis proposed Interpretation? Do you agreewilh' ifJe 868r,d's 
conclusions ontranSifion? /f 'nol, why'Mt? ' .. 

We strongly oppo~tl'ie ao~rd's conclusiqll ;IS 10 the oSffectivedaleoHIie EO. As'discuSS¢d ~bOve, 
we strongly believe the EO as currenfly writteni$ iiinaJorctlange in the current practice of aii«iiintiog 
for uncertain taxpositionli'. The ED Is inesserice a'h' amendinentof Statel'l'ient109, and shopkfbe 
recharact!!rlzed as such and re-expoSed for additiOnal publicCOrTll'I'ient. We alSo believe thaLan 

•• 
amendment of Statement 109 .should justify acommenlp¢riOd lon9~(' than 60 days, sUch as was 
allOwed for the Board's recently issued exposure draft 00 bUsiness cdrobinations: (issued June 30., 
2005, with commelltsdue October 28,2005), 

Ttie Board has Significantly uliderijstirnated lheWortI1Pil cfJ!i)'to Implement the ED. As dlsttlssed in 
our response to Issue 1, Ihe to as cUrtentlyWiiM ri. iequitEisan ElVal 0atiQn of ill/tax posi\ionsfor alf 
open tax years, Progress En~rgyesiirnatesit h~~!tio~sand$. of tm<poSi.tions that WCluld reqUire 
evaluation and documen~tion under the ED, l'l1i!'sugg'lstfJd in;plel)1.entation date a! O~9IlJl)ber~1. 
2005 for calendaryear-ena CQmp~njes is ~nl1!'a~pna~!e;glven.tl\e voh)m~ of positions to"~~y,a,ua.ted 
and the level of docu(n!lf1ta.tlonnec<!ssary ·19 . qonjply;yljth the ED and SarbaneSroxl¢y Act 
requirements. ' .' . 
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Tl:le~~e' ~a~ofttJ~.pr~~'lil!.JalJO(l, ~h~l(j ··.6ea$o,thh(1d. offlie 'firSt 'fiscal Yt'll'it'E!Mlil~ . 
aiter ~fT)rer1.5 •. )!066. · or )~Jl! : IJrtlSf)eCave ofwheA thefin'al .. ln~rpre\&tion Draff\\!iidl1)e[lt'J,s 
~s.\l.ed. wesugg$tthat~ BQarll 'aliow an implementation period ofatleast'ooe yeadrom!fie date 
QI .lssuance beloretfle MaJ il~id~r'i6 ~comeS 'effectiVe. 

W~,~r~e wlflJ tIllOBoaflfs. F?l1«Il1S!Ol\s. th"t or)l~ tax PQ&ftjQn~ that m&e~ the 'fiJJal~lerP,tetati9~'s 
recQgoltl® threshqld 9!1!1'\e Implementall,on da\emi\lY be recognIZed. We,lls,o ;lgre& witoWl'llpard's 
otMr(;OltClusloM on lram,iqoometh!XIs, 
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