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May 17, 2004 

To: DirectorsofFASB 

Letter of Comment No: ~ 5 'f5 
File Reference: 1102-100 

I am writing to express my strong objections to FASB's proposals related to mandatory expensing of 
stock options. As president of a successful community bank that has long employed stock options as a 
means to retain and reward its employees, I am very concerned about the impact this proposal will 
have on our shareholders, the investment community and our employees. 

Over 25% of our bank's employees participate in our stock option plan. Our Board of Directors is 
convinced that stock options and employee ownership of stock through our 40lk plan have been key 
factors in our ability to retain a highly qualified and motivated staff, which in tum has resulted in 
sizable economic benefits for our community and our shareholders. We are greatly concerned that 
F ASB' s proposals will jeopardize our ability to offer stock options and will provide no benefit to 
shareholders or investors. In fact, F ASB's proposal is likely to create confusion among investors and 
detract from financial statement clarity. 

Stock options have been successfully used in many industries to attract talent and more closely align 
interests of employees with those of their companies. I am concerned that mandatory expensing will 
discourage use of stock options and thus have far-reaching negative economic consequences on our 
bank and on many U.S. industries. 

Secondly, it is apparent that there is strong disagreement over the accuracy of valuation models for 
options. Without confidence in these models, mandatory expensing would in fact undermine the 
credibility of financial statements and create confusion among investors. 

Finally, the cost of options is already reflected in financial statements through the dilution of earnings 
per share. 

As documentation of the favorable impact that stock options and employee stock ownership have on 
the success of a business, I have attached a Stock Appreciation Table which shows the growth of 
CityBank stock over our 30 year history. Stock options have played a critical role in this growth. 

I strongly encourage you to reconsider your proposals related to mandatory expensing of stock options. 
These proposals will damage innovation especially in small businesses, will cause economic harm, and 
will not benefit investors or shareholders. 

Thank you for your consideration. 

Sincerely, 

~~ 
Conrad Hanson 
President 
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Stock Appreciation Table 

The table below shows the appreciation in value of CITYBANK stock if 100 shares were purchased In 1974, the year CITYBANK 
opened. Stock dividends and a stock split have increased the original 100 shares to 17,758 shares. On a per sbare equivalent 
basis, cost has decreased from the original $29.00 per share to $.16 per share, The current fair market value per share makes 
the original $2,900 investment in 1974 worth $609,099 at March 31, 2004. Finally, cumulative cash dividendS paid an the original 
100 shares and the additional shares received as stock dividends and splits total $66,562.38, meanlnllthe original $2,900 invest
ment has been more than twenty-three limes recovered through payments of cash dividends, 
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(1) Fractional Shares paid in cash as a result of stock dividends were disregarded in the preparation of this table, 
(2) Restated for Three-for-one stock split paid May 22, 1998. 
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