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reflected in the financial statements, we believe the earnings of 2 company would be

| Cancumﬁt |

more relevant if the impact of the changes in the credit component was included in the
equity section of the balance sheet rather than eamings.

| The exposurc draft requn'es that the Fair Vahie Opim be supponed By cmmrem

documentation. We are concerned that this requirement is inconsistent with one of the
Board’s reasons for permitting the Fair Value Option, i.e., to improve simplicity in the
application of accounting guidance. While we understand the Board’s concern regarding
the ability of preparers to obtain desired results by electing the Fair Value Option with
the benefit of hindsight, we do not support the proposed approach; instead we believe that
prohibition of this practice as required by the exposure draft should be sufficient.

As a general matter, we believe that docamentation requirements should not be
addressed in FASB accounting standards. Instead, we recommend that the appropriate
documentation to support the Fair Value clection be addressed by management either
through the entity’s Disclosure Committee Process or other similar processes that support
the entity’s internal controls. The requirement is particularly problematic for institutions
that have a diverse portfolio of products that qualify for the fair value election. In our
view, based on knowledge of daily traded volume, it is likely to be difficult for a financial
services firm to implement concurrent documentation, if it chooses to elect the Fair Value
Option for many of its financial assets and liabilities. We note that a preexisting policy
for automatic election may case the burden of concurrent documentation; however, that
approach would limit the availability of the Fair Value Option on an instrument-by-

instrument basis.
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opportunitv to comment on this important project. If you have any qucstmm regardmg

our comments, please do__n@t hesitate to contact me at (212) 449-3046.
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