
UNITED STATES 

SECURITIES AND EXCHANGE COMMISSION 
WASHINGTON. D.C. 20549 

October  2 2 ,  1OS3 

The H o n o r a b l e  C h r i s t o p h e r  J. Dodd 
Chairman 
Subcommit tee  on Securit ies of t h e  Sena te  Committee 

U n i t e d  S t a t e s  S e n a t e  
4 4 4  R u s s e l l  S e n a t e  O f f i c e  B u i l d i n g  
Washington,  D.C. 20510 

on Banking ,  Housing, and Urban A f f a i r s  

Dear Mr. Chairman: 

4 
you c o n d u c t e d  c o n c e r n i n g  t h e  i s s u e  o f  account ing  f o r  s t o c k  o p t i o n s  
g r a n t e d  t o  employee’s. I commend you f o r  h o l d i n g  t h i s  h e a r i n g  c.n 
an i s s u e  t h a t  may have f a r - r e a c h i n g  i m p l i c a t i o n s  , p a r t i ’ c u l a r l y  f o r  
s m a l l ,  h i g h  t e c h  companies ,  and fo r  i n v e s t o r s  i n  g e n e r a l .  R a t h e r  
t h a n  commenting on  t h e  s u b j e c t  of t h e  hea r ing  i t s e l f ,  I Would li:-:= 
t o  share  w i t h  you  my p e r c e p t i o n  o n  t h e  a p p r o p r i a t e  r o l s  of th.2 
S e c u r i t i e s  a n d  Exchange Commission and  Congress i n  this process .z:?d 
t h e  SEC’s  r . e l a t i o n s h i p  w i t h  t h e  F i n a n c i a l  Account ing S t a n d a r &  
Board as an i n d e p e n d e n t  s t a n d a r d - s e t t i n g  body. 

The ‘ f e d e r a l  s e c u r i t i e s  laws are  intended t o  p r ’ o t e c t ’  i n v e s t o r s  
through t h e  d i s c l o s u r e  of ’ r e l i a b l e ,  m a t e r i a l  i n f o r x a t i o z .  
F i n a n c i a l  s t a t e m e n t s  p repa red  by manaqenent, and a u d i t e d  by 
i n d e p e n d e n t  a c c o u n t a n t s ,  are a c e n t r a l  f e a t u r e  i n  t h i s  d i s c l o s x z e  
sys t em.  S i n c e  1 9 3 8 ,  t h e  Commission, w i t h o u t  a b d i c a t i n g  i t s  
r e s p o n s i b i l i t i e s  i n  t h i s  a r e a ,  h a s  looked t o  t h e  account i? ,?  
p r o f e s s i o n  f o r  l e a d e r s h i p  i n  e s t a b l i s h i n g  and i n p r o v i n g  eccountiy..g 
s t a n d a r d s .  ., Working i n  p a r t n e r s h i p ,  t h e  SEC and t h e  p r o f e s s i o a  h 2 ~ 2  
e s t a b l i s h e d  what  a r e  wide ly  r ’ecognized  a s  t h e  nost c o ~ p r z h s n s i ~ ~  ’ 

a c c o u n t i n g  s t a n d a r d s  i n  t h e  wor ld ,  prosriding t r z n s 2 a r e z c y  of  -*-a L.., 

economic c 0 n d i t i o r . s  I . e v e n t s ,  and  t r z n s a c t i o n s  a f  f s c t i n q  pcklj..: 
e n t i t i e s  and  a l l o w i n q  i n v e s t o r s  t o  decide how t h e  u n d e r l y i n g  f a c t s  
s h o u l d  a f f ec t  s e c u r i t y  p r i c e s  a n d  t h e  a l l o c a t i c n  or’ capital; 
believe t h a t  it i s ,  i n  l a r g e  p a r t ,  tne  cDmmitasnt i n  t h i s  count ry  
t o  a n  a c c o u n t i n g  sys tem t h a t  hzs  t h e  ob jo , c t ive  of p r c v i d i E ?  
c o m p l e t e ,  t r a n s p z r e n t ,  and unbiassc!  f i n a n c i a l  i n f c r x t i c n  ~3 

‘ i n v e s t o r s  t h a t  has  made t h e  U n i t e d  S t a t e s ’  s e c u r i t i e s  ~ ; ; a r k . ~ t s  
a t t r a c t i v e  f o r  b o t h  domes t i c  and global c a p i t a l  fo rza t i c r . .  

’ .  I write t h i s  l e t t e r  i n  c o n n e c t i o n  w i t h  a n  o v e r s i g h t  h e a r i z  

A s  you know, s i n c e  1 9 7 3 ,  t h e  P A S 8  hzs been t h e  p r i v a t e - s e c x c r  
body d e s i g n a t e d  by t h e  a c c o u n t i n g  p ro fes s ion  t o  set e c c ~ ~ i - i t i : , ~  
s t a n d a r d s .  The  FASS’s Concepts S t a t e z e n t s ,  which s2t fer::; c:c.i 
fundamen ta l  p r e c e p t s  t h e  FASB u s e s  i n  ssttin5 s t a n d z r d s ,  c t r 2 s s  
t h a t  f i n a n c i z l  r e p o r t i n g  should. n o t  be viewed a s  an  end IR LisSL: 

economic and  b u s i n e s s  d e c i s i o n s  - I n  c rder  t o  a c h i e v e  stis 

. -  - .  

b u t  a s  a means t o  p r o v i d e  inforX=t ion  t h a t  is user^El ir, illz~::,; . .  
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I appreciate the opportunity to submit this letter, and I 
respectfully request that it be i n c l u d e d  i n  the hearing record for 
October twenty first. 1 look forward to working c l o s e l y  with you 
and your colleagues as t he  FASB continues to deliberate this issue. 

Yours truly, . 

Chief Accountant  


