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Dear Dennis : 

Thanks f o r  the t ime you spent w i th  me on the phone yesterday before the 
meeting w i t h  John Reed. 
t i o n  o f  the meeting. 

I am enclosing a memorandum summarizing my reco l l ec -  

I understand the importance o f  avoiding overreact ion t o  the view o f  any group. 
However, I came away from the meeting be l i ev ing  i t  would be a serious mistake 
t o  underestimate the i n t e n s i t y  o f  the fee l i ngs  w i t h i n  the Business Roundtable. 
This I concluded, i n  s p i t e  o f  the  f a c t  t h a t  the discussion was very co rd ia l  
and i n  a s p i r i t  i n v i t i n g  cooperation. 

We must, o f  course, be sens i t i ve  t o  the  r i s k  t h a t  Congress and the SEC might 
reac t  negat i ve ly  t o  excessive i n f  1 uence by i ndustry . However, i n f  1 uence must 
always be d i f f e r e n t i a t e d  from inpu t  provided through the process. The other  
s ide  o f  the co in i s  the r i s k  o f  l o s i n g  i ndus t r y  support and thereby pe rm i t t i ng  
s tandard-set t ing t o  move t o  the government regulators .  
judgment c a l l ,  but  both r i sks ,  i n  my judgment, must be recognized and assessed. 

It i s  a d i f f i c u l t  

As we discussed, we must schedule a meeting t o  t a l k  about an approach t o  deal 
w i t h  t h i s  and other  issues, such as the j u r i s d i c t i o n  question. As you know, I 
am deeply concerned about several e f for ts  t o  deal w i t h  standards by purposely 
i gno r ing  them on a se lec t i ve  basis and accepting a q u a l i f i e d  opin ion from the 
aud i to rs .  
i n  the p r i v a t e  sector, the process would have much less v i a b i l i t y  i f  q u a l i f i e d  
opinions become more acceptable i n  the  marketplace by users, such as bond- 
r a t i n g  agencies and c red i to rs .  

Even i f  we are successful i n  keeping the standard-sett ing process 

As I said on the phone, i t  i s  a time when the t rustees and the FASB must 
commit t o  a j o i n t  e f f o r t  t o  enhance the  c r e d i b i l i t y  o f  both groups and the 
process. We must approach the issues as partners, ra the r  than adversaries 
and, t o  the extent  possible, b u i l d  the c r e d i b i l i t y  o f  - both the FASB - and the 
t rustees.  
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I look forward t o  meeting with you as soon as we can identify a date. 

si@ Rho1 n E .  Larson 

CC: Jack Ruffle 
Les Ellis 



February 23, 1988 

TO : Dennis Beresford 

FROM : Rholan Larson 

RE: Meet ing a t  C i t i c o r p  - February 22, 1988 

PURPOSE : To Discuss Business Roundtable's Views About the  Standard-Sett ing Process 

The f o l l o w i n g  were present: John Reed, Chairman, C i t i c o r p  
Tom Jones, Senior V ice President,  C i t i c o r p  
Roger Trupin, Vice President,  D i r e c t o r  o f  Account ing 

Jack Ruff le, FAF Trustee 
Rholan Larson, FAF Trustee 

P o l i c y  and Advisory D i v i s i o n  

Jack R u f f l e  opened the  meeting by thanking John Reed and the  others f o r  t a k i n g  
t ime t o  meet w i t h  us. 
between t h e  r o l e  o f  t h e  t r u s t e e s  and t h e  FASB, emphasizing our concern about t h e  
process and our  i n a b i l i t y  t o  p a r t i c i p a t e  i n  o r  i n f l u e n c e  t e c h n i c a l  dec is ions  o f  
the board. However, I sa id  we would hope t o  have a more a c t i v e  involvement i n  
d iscuss ions w i t h  representa t ives  o f  the  Business Roundtable than we have had i n  
t h e  pas t .  

I added my thanks and b r i e f l y  expla ined the d i f f e r e n c e  

John then descr ibed the  p r i n c i p a l  issues and areas o f  concern expressed by some 
members o f  t h e  Business Roundtable. They a r e  as fo l lows:  

O There i s  concern about the number o f  mat te rs  considered by the board and 
t h e  number o f  standards. 
and t h e  18expansion" o f  apparent ly  s imple issues i n t o  major p r o j e c t s .  

Simply stated, t h i s  issue r e l a t e s  t o  the  agenda 

O The second issue r e l a t e s  t o  the  percept ion o f  a " p u r e l y  conceptual" o r  
t h e o r e t i c a l  approach w i t h o u t  adequate cons idera t ion  o f  implementation 
problems and o ther  e f f e c t s  i n  the business community. Th is  might be 
s imply  s t a t e d  as inadequate concern f o r  t h e  9narketplace" o r  r e a l  wor ld  
i n  which businesses must operate. 

John a l s o  s a i d  there  are a number o f  members of The Roundtable who view the  
board as being non-responsive t o  views o f  i n d u s t r y .  
the  " n o t - l i s t e n i n g "  issue. 

This  can be descr ibed as 

John descr ibed the Roundtable meeting where s i g n i f i c a n t  concerns about the  FASB 
were discussed. 
comprised o f  approximately f i f t y  CEO's. As chairman o f  t h e  Account ing 
P r i n c i p l e s  Task Force (APTF), he was asked t o  make a r e p o r t .  H i s  i n t e n t i o n  was 
t o  i d e n t i f y  severa l  issues, asking t h e  CEO's t o  d iscuss them w i t h  t h e i r  f i n a n -  
c i a l  people. As he went through h i s  presentat ion,  he was i n t e r r u p t e d  a number 
o f  t imes by some who i n d i c a t e d  t h e  problem was deeper and more severe than John 
had apparent ly  surmised. As a r e s u l t  o f  t h a t  unexpectedly in tense reac t ion ,  he 
asked f o r  a show o f  hands o f  those who would l i k e  the  Account ing P r i n c i p l e s  Task 
Force t o  s t a r t  a p r o j e c t  t o  assess whether i t  would be p r e f e r a b l e  t o  move 

It apparent ly  was a meeting o f  t h e  Execut ive Committee 
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s tandard-se t t ing  t o  the SEC. He i n d i c a t e d  over t w o - t h i r d s  of those i n  a t ten-  
dance i n d i c a t e d  support  f o r  t h a t  p r o j e c t .  AS a r e s u l t ,  they  decided t o  i n i t i a t e  
general d iscuss ion  meetings w i t h  the SEC and w i t h  the  managing par tners o f  B ig  
E i g h t  f i r m s .  I understand dates have a l ready been s e t  f o r  both o f  these meetings. 

We t o l d  John we would l i k e  him t o  inc lude t h e  t r u s t e e s  as a group w i t h  whom t h e y  
should meet. He agreed t h a t  was impor tant  and thanked us f o r  suggesting t h i s  
meeting, saying he should have i n i t i a t e d  it. 

John repor ted  t h a t  one CEO of a major corpora t ion  p r i v a t e l y  expressed the  view 
t h a t  the SEC would be pre ferab le  t o  t h e  FASB because (1) i t  has many o ther  
r e s p o n s i b i l i t i e s  and there fore  would n o t  f i n d  t ime t o  p u t  unnecessary issues on 
i t s  agenda, and ( 2 )  i t  i s  much more responsive t o  the r e a l  issues c o n f r o n t i n g  
corpora t ions  i n  the  marketplace. While John repor ted  t h a t  i s  the view o f  one 
i n f l u e n t i a l  member and d i d  n o t  necessar i l y  endorse i t  himsel f ,  he i s  
unquest ionably i n f  1 uenced by the asser t ions.  

Tom Jones then r e l a t e d  h i s  percept ions f rom a r e c e n t  meeting o f  f i n a n c i a l  people 
who comprise F E I ' s  Committee on Corporate Repor t ing.  I be l ieve  t h e  meeting t o  
which he r e f e r r e d  was h e l d  i n  December. He expressed s u r p r i s e  a t  the  h igh  l e v e l  
o f  concern about the  s tandard-set t ing process. When I asked the  na ture  o f  the  
concern, he s a i d  i t  focused p r i m a r i l y  on t h e  e x t e n t  o f  t h e  complex i t ies -- even 
w e l l - q u a l i f i e d  account ing experts have d i f f i c u l t y  understanding and i n t e r p r e t i n g  
some o f  t h e  pronouncements. 

John a l s o  i n d i c a t e d  the  present l e v e l  o f  concern w i t h i n  the  Roundtable r e s u l t s  
f rom (1) A r t  Wyat t ' s  expressed views o f  excessive i n f l u e n c e  on board dec is ions 
by indus t ry ,  and ( 2 )  expectat ions (probably  unwarranted) about a p e r c e p t i b l y  
improved working r e l a t i o n s h i p  as a r e s u l t  o f  changes i n  personnel on the  board. 
He i n d i c a t e d  they  d o n ' t  see i t  as d i f f e r e n t  than the  past.  

We po in ted  o u t  t h a t  the change i n  chairmanship i s  somewhat d i f f e r e n t  than the  
change o f  leadersh ip  i n  the corporate world. The chairman has o n l y  one o f  seven 
votes.  We expressed t h e  view t h a t  you had asserted e f f e c t i v e  leadership i n  a 
d i f f i c u l t  t r a n s i t i o n  year and whatever expectat ions e x i s t e d  on the p a r t  o f  some 
members o f  t h e  Roundtable may have been unwarranted. John c l e a r l y  acknowledged 
t h e  r e a l i t y  o f  t h a t  comment. 

We a l s o  discussed t h e  d i f f e r e n t  op in ions t h a t  f r e q u e n t l y  e x i s t  between the  CEO's 
and the CFO's. 
between the  CEO and the  CFO w i t h i n  a given corpora t ion .  Tom emphasized the  need 
t o  deal w i t h  t h i s  gap. 
t h e  process, r a t h e r  than working o n l y  through the  CFO's and FEI. However, they 
acknowledge t h e  need f o r  a more coordinated e f f o r t  i f  the  i n d u s t r y  views a r e  t o  
be expressed e f fec t  i ve l  y . 

John and Tom acknowledged t h a t  t h e r e  are  sometimes d i f f e r e n c e s  

John pointed ou t  t h a t  the CEO's want d i r e c t  inpu t  i n t o  

A t  one p o i n t ,  John asked about t h e  appropr iateness o f  d i r e c t  contact  w i t h  the  
FASB, r a t h e r  than w i t h  the t rus tees .  We s t r o n g l y  a f f i r m e d  the  importance of 
d i r e c t  communication w i t h  the FASB b u t  i n d i c a t e d  we b e l i e v e  a l e v e l  o f  com- 
municat ion w i t h  the t rus tees  i s  a l s o  important.  We po in ted  ou t  t h a t  our r o l e s ,  
w h i l e  separate, a r e  suppor t ive and t h e r e f o r e  communication w i t h  t r u s t e e s  and t h e  
board would l i k e l y  be supported by both groups. 
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John sa id h i s  agenda f o r  the APTF d i d  no t  inc lude an e f f o r t  t o  l lcrystal l izel l  
pos i t i ons  about the SEC versus the FASB. Even though he does no t  intend t o  move 
i t  i n  t h a t  d i rec t ion ,  he said c r y s t a l l i z i n g  of those pos i t ions  could evolve out 
o f  the process. He f u r t h e r  sa id  t h i s  was no t  an agenda t h a t  would l i k e l y  take 
place w i t h i n  the  next two months, but d i d  i nd i ca te  i t  i s  a "1988 agenda." 

As we ended the meeting, we agreed t h a t  discussions between the Roundtable and 
the t rus tees  i n  the s p i r i t  o f  cooperation should cont inue w i th  the ob jec t ive  o f  
b e t t e r  communications, and improved working r e l a t i o n s h i p  w i t h  the FASB and sup- 
p o r t  f o r  the standard-sett ing process i n  the  p r i v a t e  sector.  Tom Jones agreed 
t o  take r e s p o n s i b i l i t y  f o r  promptly i d e n t i f y i n g  an ava i l ab le  date for  a meeting 
w i t h  the t rustees.  

REC/ks 

CC: Jack Ruffle 
Les E l l i s  


