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Dear Director: 

, 
,',J l i l , ,"jl l " 

# .- ,- , �~� , �~� �~� J _J �~� 1 J I , J J �~� " I' J ; 

KeyCofIi (''Key'').IteJdcjlIltterM 
June 30, 2005, had assets 
into tax positions based 
of areas, the tax law is nol: �s�t�l�r�~�i� 
over time,Por !lrese reasons, 
· tllatit may provioe in this . 
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We �,�h�l�'�i�i�~�t�o� 

FASB 
Statement No. 
infonnation to the 
· accurate and useful 
decisions. 

ours, have a 
adoptthe accounting guidance set forth 
consider anel'fective date and tnmsitibn 
Exposure Draft that would allow fo!' a 

- - - -

Whitis ''l'robabre''? · . 
-0 _= 

clearly resUlt in 
oc UIQre informed 

�'�~�.�.�p�h� �~�o�f�l�l�i�e�'�f�u�p�i�>�S�u�J�g� lliaWli,direi �M�:�0�#�t�i�<�M�c�f�l�l�i�e�E�f�u�i�l�~�a�\�e�n�~�J�i� �~�~�t�&�d�'� �u�~�p�o�s�i�l�i�W� 
when the "position is probable of Wt!t M€iUne4 fill �a�"�l�i�t�~�'�t�M�i�t�'�i�g� tMtioritiU basoo Solely on the 
technicar meritS of the position?' FQllowhtg we two isSues or' gray �~�e�a�i�i�d�e�n�t�i�f�i�e�d� as we considered 
implementing this requirement. 
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No.5." ThiSailowHor Ii gie8.1 deaf ofute¥Ct~tiohh.Y~.'giVehccolhpany. odnetpltiorial iu:co\iritmg firms ' ... . . 
as to what will bec()lIsidered"prob~llle~ o(,!ieirigsuStained. nfs~ jesuit hi si.gnificant incOnsistencies 
between fmaaciaI statement preparEirs as. eacb company or accountmg [tl'm could interpret «probable~ 
differently. Our fear is tbat this rack ofclm:~y wiII result in the saffi!, interpretative issues occurring in the 
adoption ofthis accounting .guidiince'tluit ~ experienced in our ilnplementatibn of FASB Interpretation 
No. 46 Revised. . . . . 

. - - . . . . . 
:\..; ; , ., " . . '- ; - .: ~ '::, .~ ~ ';: .:: ~, ~ " ~ ;" - : : : : - - '- :: .~ .:;';- .' .: '"'"' ~: :', :, .: .; .- - ' 

.. B~~d a~tMrtgProbable'. ~i8 an i's~Witltt~ ' Ositidns ~f ~tfle ~Qre lik~I tliah not'" ..... . .. . . ". . . ............ 1> .. .. . ... .. . ..... ., 
threshold btltare not neCes$llrily'coflSii;l~q ~~1jabj'e:''dejle'nQirig'on'a:ciJn#riY' Ii mteifl'etiltion of this 
tenn. · This ExposnreDraft creates a inbie'sirlr!gellt'criteriiltnartwifat Iscilrttritly.requlredin FASB 
Statement No. 109, but still leaves iOOido~ inSriyinietpretiltidns ofwha.!"probable''- acnmDy means. To 
eJiniinate the vagUeness lISsOcillfet1 Mthtlle: "pfObllble" tej:jilirenlenJ, 'Consideration should be given to 
creating a specific threShold of sll~tajb~biliiy(~.8.; ,O%1ikely to ~ sustainedYto make the detennination 
of "probable" consiStentalrlOO8 fillartcja'l Stjt~~ntptepaiel'S. ·,' .. 

. . . . 
- . . ~ - -- - .. . --- -----_. _ _ . ... ... - - --- -, -. . .. . -- .- --.------ - ... -.- .. -....... -.-~-, ~--- - - --- ~ . .. - - .. 

The abOve:-mi:ation~ gtiill:ir~~ 'iav~ijtitd ~~ ~~~& ~~ ~~i~fi il;~Ue:iii jIfuf ~ fai~ii(iQn ~i11d ha'V¢ , . 
bee6 prob~b1~ whet! r«Qr!led,h6y..~*t,'at ~ lih~iofltll<iplibit !he~1ili tlii: pesitiorlis not ptobable 
but it is "bo not tess than «mote·llkefy~ban;r!ot". ~~l#gnition Gftax benetitssbouldtiot be 
determined based on tOO viJitage 6ftlie' I'!:fcaied .tax pos~ion {be if ~en:Defore it.. oppoSed t6 after the 
effective date oftltis propOSeQoguidanre},bilt riltber by the iecluiic81 irieritsof' the position. To have it 
otherwise will introo\lce 1init~~s:ruY iit~iti.e~ lOtI'! ih¢iIhPact of t!t~ pioposeag\1idiuice: R is not 

. defensible that tile t;IX beriefi~ of any p~i~~I~ t~ position would I!cit be recogmZed simply because it did 
not meet the probable staridaid at the'date:o:r a~6pti!:>it,:when it did on the date 'it wast3ken and is still 

• "more likely than not" to be ~tained as oftne effci:tive date of the guidatlce . • AmOre reasonable method 
of adoption would be to recognize aU tlii p6Sitions that cXi:eoo the "thore 1ikell' Ibal'1'J1N" threshold upon 
adoption and then Tequire consideratiOn i>t ~ ilc:eoilRtlng'guidanciassettorth mthe exposure braft for 
fulUre fillllhtiaI ~etheIjtrep:o;ting~~Msi : " :.. ' 
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... : Arie"e'il«iter;WaYl .. rei;8IWibe:j~~~~ilocwe\\iOvRR>e't6~6!be~~lloostilldllr~~JI ~ ·· ·' ··" : : ::: 

, the Elposate'Draft 'collslst~t iYhb f1O,SB~St.neIbertl ND~ l09-ano ~ a ~thOre 1ikely tIian not" -tbreshold 
for initial and continUed:tax' 6ePefit~iliOQ vf :ilf ~ PQs3tiOnS figili<lleS~ Qf ViJit!lge: This cltange ' • 
would eliminate me CohsiStency iSs((~ ~lt~ t¥~te~8tton<>f j>I'~~61~ as w~ll the lSsue ofillCOilsistetlt 
recogaitioa of the-same type of tal positiorrOVl:r a series of years -because ofa..cbange ia the threshold 
from les~ thlill prob~bIt', bUt 5tfIF .r~ fi~~y. ih!ui ~~t~.: this cJ\an$6 would facilitate an easier adoption 

'. of tbis proposed ~tdaac:e1Uld g(el\tec c~istea~. : . , .. . 
" . . " . . " , ' '. - .. . , ~ ~ ~ ~ . " .. , " " ' .... ' ' 
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~ ,I, , , . .. WhJetbe 1ims~'~~edtOn~J ~~J;~Je1v~Hnpt~" '.lRmIiet:.Jannh~~oo-itFaises the ' 1 .•. . , , J : j J. 
~ ~ : . '. ' ,', · ' ~5tiOO ~ Wb~n is:aD lR~ a~di. ooos~';re~ s_8ti.~ As "rurent' Y.ijheR in:tb .. tlxPoSYre tirioft, ." . . . : : : : : 
: : ' . . eompleiK>R is: up to {(\e' delehU;ooi'iGn Gfi,uliVKi\i;t] ~ompMl6s; iealR~ rooinYot incanSisieiJcies betw<ieiI ' ,. , . 
',. " . . flnanciat statement prel>llr'ets: COInp!etibb eOU1d ~ ~o'n~i~ th'e)t>lnt at'Wlli~h the tax authority's'fleld . " .. 
, auditars issYBtb"ir fepQit; tbe poiOLal Whlc1J~e Cohipany ~as:respondel! to ilie audit. or !be pOint at . '. . , 

~ . whi~b aU.dlfrrrence-s:of t>~it'{or~~~~~ ~I~e<t~\hr\~~b ~~p~yr~5S~tbecoUrts. '. ..:: 
, . . ClanficatJOR IS ne£ClSilII)' to 6ilSllI'e coRSIstOilt ~lUII6Iltat1ouaAcl ~catlOO:at lI'IIs gwdance. 

) ,) ~ -~ ~ } ), ; ) } ~ ProiJbiti~~ ~i Ado~"~ .!\~~J.ki ) ,i ) > \ \ j ; ~ .J ~ } } ~ j ) } ~ i ) ) -, i ~ i ~ , ~ } .; , 
. , , , . :_ ). _,;}Jil i } l)) 

. . , 

Ill l t ltll \ l~1!4bk\Jhbk~~~b~U~UMe~~kU.~b~~~\t~IJe~~UJM:u..~UM~lJJah&,idt~<1Un~ft,~ \ (; II ~ l \ n, 
'. " 1lI1certain!lll!: PO~"~IIs! W~ M~'e.tbe ~!u;J'Ii"0U4d Ioet~IIsIdeP !b~po'iti()I1. , · 'there wtlold 

appear to be no legitimate reason to disallowrecoguitiou of tax benefits when the taxpayer is likely to be 
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flexibility to recogniztrexPect#tax bJtie~fs1evM w~~those'n1iglltaggn,gdte IoiEi Snlaifpetcentage of ' 
those nOfmally associated with Ii 7probabie"pr ~~~~~ely llialLnOf'position. 

.' ! ii! l!!) J.Jij , , 

: JQI*t QT, SeY,IiaI Liability? , ., ;:: ::' .'; ; ': " 
.:':.':~.:.:::;.- ... . -.~ - ~ '::;':.~'~';,~,::-.:- ~ :.~; . -. 

, " , ; 11\~ ~iJhitioh\~ ismieS Wiih'tJ ~tit~JJJ,! ~j~~ Jot lID all IW rio1!iilig ~J,b~~ rdrhidh\ssUe. 
Much mig(>tiati6n <ieimrS between the COtnP<\'nY'aDd the tax~ autlioriti~i as to Wh,lt'wil! be recognized on 
challenged p~sitioru;. Frequently; Ii ~jnp:sjl\D : se~I~iDi:ritls ttlached for1nultipl~ items ~iinUlt:jneously and 
it may weUbe difficult. and at least arbittaryif nOt IMposSibleto attribute specific portions ofa settlement 
to each oftbe items under examination . • Crea!'idn;<ifan al10wance accountfor,uncertain tlQ: positions 
would provide a more realistic and reasonable· approach rather than the basically all or nothing approacb 
to each item as set forth in IheExposhle Dratt 

. . , , · F1irther, Keyls c()l1Cel ned that'tbe ~~ ~~~Is~~~~ ~&rt'impliest&at l( a ~ihg aqthor/ty raises all • 

issue then the tax benefit shoUld Dot be rec.griit.ed)'F<irexample,'Wraglapb9-of the Exposure Draft states 

i 
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i' 

, ' in 'part: " ' ,;;,:'!" i" -

i ; ! : ~ , .i !. ~ ~ : _~ _, ., , -f ; ~ ,.; __ ~ _~_ te /;_ ~, l;,~ {i1·i~, ~ { ~ i~ I. ~ .{ { ~ -'1 _~ 0 _=~ ; : if f, :~ ;, _~, .~ f ,~ ~. ~ ): : ,~ ,~ ~ ~ -: .~ : ; , , ; ., , 

, ''The f6lldWiilg ... , 'nltIy, m'the aDseIlde'of bfl~lllg eViUelice;demobStia!e apiobiJbZe level'of confIdellCe! ; . . >.; . . _ -'_ -c_ . : _., ;). L~ ~,~ :L~,~;;,~ ~ ,~~~ ,J£ .:. ~ ~~, ~ " '~ ' - , .. ': ~ ,; : ' " i ~ :.i . ,I .' - , ' 

, i t:;!~tr~=%tmt&~ttrt11!r~~'fJtt1alYredb~pe~J~~ t~~~ ·~ ~~~itions are 
,qbjectiyely Yeru:!lIbJer~ Ill.' j ;" l) : . , " ' '" . , " . 

i, ~ ,:' .t ; . .. ~_ > ~ .;,: .~ ; 1 ~ " ~ .~ .. ~ 3. l1 j 11 ·~ ~'J.l ~,..1~: J, 1 ~:~ ,~. 1_1; 3;: .'_ ~] > _~ ], ;; ; j '.; ',I '.~ :i J ~ ; .~ ; " " . :;, 
i tJI~ "trYNw tUpositl&ll;tul4 ~fd14-1~~If~~9o/~tJ,!ni(;ll abbrt'lO SUpp~~g t}!~~~ ta;i posltioh 
, qUalified ~Jide~ item (a.) tlleli ii;~9Ii M:~*,p~i4ap~Il ~~tpeie1lligl!tllel:no#~ullt:t6 nOt)OOeI a 
, probable leveL This woutdtheri ieq~ite ~~i~erinkiieDi(b} that le~t6 tbe'question !>f wbat the FASB 
considers to be "objectively vtl)i(tablhi'" tI:i~ !JIti#t~'resUltof !his!requittlmen~ cioiM be costly "should 
prevair' opinions tfiat still dO nOt meH the thr~sh6Il1 for'reroghitibil set foM ih this proposed gUidance. 
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" - ammmptelrienf anymw· - - - - -
delayeli to rurow firlaD~m 
gUidanCe intbmarea. 

Mainloourg, Directot of 

Sincerely, 

- 0 -... ~ ~ ~ ........ ~~~,,~ ... ... ..... " ~ ..... .. ..... -. ......... 
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