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The Honorable Arthur Levit, Jr.
Chainman

Securities and Exchange Commission
450 Fifth Street, NW

Washington, D.C. 20549

Dear Chairman Levitt:

I am writing with reference to recent press reports, “FASB’s future: Can it fend off corporate
power players?,” Accounting Today, April 22 - May 5, 1996; “The SEC chief wades into the
pattle over accounting rules,” Market Place, New York Times, Thursday, April 25, 1996; “When
Chiefs Fear Disclosure,” New York Times, Sunday, April 28, 1996; and “How A Cotporste
Watchdog Nearly Lost Jts Bite,” Business Week, May 20, 1996, conceming the Financial
Accounting Standards Board (FASB) and recent efforts to undermine its independence.

Federal securities laws and regulations require publicly owoed companies to disclose financial
and other information in a manner which accurately depicts the results of company activities.
Both the SEC and the independent auditor play roles in ensuring compliance with provisioas of
these laws. This construction is crucial to the transparency and honesty and investor confidence
which underiie the efficiencty and depth and liquidity of U.S. securitics markets.

The SEC, with primary respoasibility for administering and enforcing the federal scourities laws,
is the most important federal agency involved in setting accounting and auditing requirements
affecting publicly traded companies. As such, pursuant to Section 19(a) of the Securities Act of
1933 and Sections 10A and 13(b) of the Securities Exchange Act of 1934, the SEC is authorized
to establish accounting principles for public disclosure documeats and rules and regulations for
independent audits. Rules promulgated by FASB - gencrally accepted accounting principles
(GAAP)~havcboenxcept:dbytth£Castbepqumndmdforpmpmaﬁonofﬁmmial
statements, and FASB’s independence is esscntial to the integrity of the standard setting process.

Starting in February 1985, the Subcommittee ou Oversight and Investigations of the House
Committee on Energy and Commerce beld over 30 bearings on the adequacy of accounting,
auditing, and financial reporting under the federal securities laws. In response to the
Subcommitice’s investigation, as well as other forces, several groups have addressed problerss,
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identifi peroeived, in financial reporting and auditing and made numerous
bn;.:;::mend;?ozd to improve the processes. These groups include the Speci?l Committe? on
Standards of Professional Conduct for Certified Publfc Accountants, theNanonal Commission on
Feaudulent Financis) Reporting, the Task Force on Risks and Uncertainties, representatives of the
major accounting firms, the Task Foroe on the Quality of :.\udns of Governmental Units, and the
American Institute of Certified Public Accountants’ Auditing Standards Boa:d. Just last month,
the Auditing Standards Boasd votedtoissueapmposefisum?euxonaudmmmdm'ds,' i
“Cousideration of Fraud in 2 Financial Suw Andit,” desigeed 1o strengthen the aud:gor 5
ability to plan and perform the audit to obtain reasonable assurance about whether financial
statements are free of material misstatement, whether caused by etror ot fraud, that would

mislead investors.

Accordingty, I was alermed to read about em_ms_w use the Financial Aooountmg Foundation
(FAF), the independent, privatc-sector organization whose trustees :re mble for
overseeing, funding, and appointing members of FASB, to “seform’ Ff\SB in ways that would-
increase thcpomofmﬁngeommkcmblockmwm@mmnngmfhfm Iftmc,ttns
is totally unacceptable. As Business Week noted: “Atsmkexsnotqnlyf.&sa su,mgmypd
independence bmdwhvmrmnﬁwem&wwmmfume t colluding to
cwkmmmhob-inshmt.!hcemciencyofcapmlmm.

end eﬂ'onstoaxryoMyomstannoqmmdalrfﬁxthcpmtecﬁonofinvmm,and
et yxwafullmwnonmbmmanywmm.mmnshould
include:alistm:ldscripﬁonof!hemmmke-upof@cFASBandtheFA-E;yoqun
ofwhﬂha&aeisadmmxcptmﬁonofﬁcpnbﬁcmtstmth&bodxs;ypm .
asscssment of whether, in particular, the majority of FAF trustecs are free of conflicts with
consﬁwm&swswwmpmmmmemmmmmyf}hmdocmn
making;yommmemofanymfomsmFASBympoxdbyFAF;adwmpmofanyandall
convcrsations and/or meetings between SEC and FAF officials osmms_c o rdamd matters; and
mymommmdaﬁomyoudwmappmmhmfmmim;inhgthemwmtyofmmmscw
regulation in this area

Mkyouforyourooopelaﬁonandmmﬁontolhism If there is any way that I can be of

assismnoemyouinthismmer,pkase_do alate to confact me.
. Y'
JOHN D. DINGELL ; S——

RANKING MEMBER

" Enclosures
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