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Gentlemen:

Ve respectfully petition the Financial Accounting.
Standards Board to undertake a reconsideration of APB Opinions
No, 16 and No, 17 in the near future. In our view, there is
no subject that you ¢ould. consider that is any more important
to the long-range welfare of the business community and the
interests of investors and other users of financial state-
ments than proper accounting for business combinations.

We have reached the point in time when the appli-
cation of the provisions of these Opinions by our clients
results in an impossible and intolerable situation and one
that is unsupportable on uny sensible ba51s

The question is not whether Opinions No. 16 and
No,., 17 are popular in the business community but whether
the results from the application of those Opinions properly
reflect the facts and can be supported as a fair presenta-
tion of what actually has occurred in a business combination.

We believe that the application of these Oplnlons
in many cases has been 1nequ1tab1e and discriminatory as
between companies, has "had dn dadverse effect on our national
economy as well as on individual companies, has been damaging
to investors, and has produced misleading results for the
users of flﬂ&ﬁClal statementu.

~

Examples of the inequities and ridiculous results
arising from these Opinions are virtually limitless. Our
firm in 1972 prepared an 83-page printed book of interpreta-
tions of these Opinions for the guidance of our personnel’
in our practice. Since then hundreds of questions have been
raised, many involving-matiers not dealt with ‘even in this
exten51ve set of interpretations, We are now revising and
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expanding this book, and a second edition is about completed.
Those who do not have access to information that enables
them to maintain constvant contact with developments in this
area are at a distinct disadvantage, and this must include-
many smaller accounting firms and thelr clients. .

Opinions No, 16 and No. 17 were doomed to fallure
from the beginning. They were the result of compromises
that were not based on any sound objectives, standards or
concepts, They were the product of an ill-advised effort-
to patch up alleged abuses in existing practices by .
establishing a long list of rules that are inconsistent
and unsupportable,.- This arises in part because an effort
was made to draw arbitrary lines betvween forms of con-
sideration in transactions (such as cash vs, stock)
wvhen such lines can have a huge effect on the results.
Such arbitrary lines can only be enforced by many detailed
rules that, in turn, lead to even more such rules and
this. goes on endlessly. :

- Two examples of areas vhere Opinion No., 16 has
proved to be particularly inequitable in practice are the
tvo-year rules relatlng to sub51d1ar1es and treasury stock.

Increa31ng concern is being expressed about
acquisitions of business entities in the United States
and elsewhere by companies in other countiries in compe-
tition with U.S. companies. .The accounting specified by
Opinions No. 16 and No., 17 is noi{ applicable to an acquiring
company if it is based in a country other than the United
States. Often the result is to provide a company outside
the United States’ “with an advantage vhen it is competing
with a U.S. company for acquisition of another company. A
‘disadvantage to a U.S. company could possibly ocecur, even
if appropriate accounting standards in the area of business
combinations existed in the United States. However, what
is significant is that the U.S. standards are wrong as
wvell as disadvantageous. Improved standards would_place
U.S. business in a better position “because a proper reflec-
tion of the economic facts is certain to be preferable for
everyone concerned in the long run.

We do not see how it will be possible for some_
of the Federal revulatory aoencles to permit the adverse
effects of these two Opinions to continue very long.
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: Qur firm is. prepared o document our concerns and

our V1ews on thls subJect in whatever detail may be de51rable.
The tlmeaavallable~to ‘correct this situation has

been growing shorter for some time, and present conditions
can be described as urgent., - Ve reallze that you® are not
responsible for what has.occurred in the past. However
since you now have tjurisdiction over this subjeet 1nsofar
as_the eggountwng'profess1on is concerned, we are requestlng
that -you consider this matter and | let us know what your
d601810n is as: to the ‘course of actlon you propose to follow

Very truly yours
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