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Tom Jones prov ided me w i t h  t h e  f o l l o w i n g  summary r e p o r t  on t h e  June 28 

d inner  meet ing between Business Roundtable Accounting P r i n c i p l e s  Task Force 

r e p r e s e n t a t i v e s  and B ig  8 Managing Par tners.  I n  at tendance were seven of 

the  B i g  8 MPs ( I  b e l i e v e  Pete Scanlon o f  CdL was miss ing) ,  John Reed, 

Colby Chandler, Hays Watkins, Tom Jones, Rholan Larson and Ed Coulson. 

Johii Reed opened the meet ing w i t h  a statement s i m i l a r  t o  o the r  meetings. 

focused on t h e  number of  new pronouncements/pace o f  change and 

t h e o r y / p r a c t i c a l i t y  issues. 

h i d i n g  beh ind  t h e  FASB r a t h e r  than t a k i n g  s t rong  p ro fess iona l  stands on 

account ing  issues,  and t h i s  leads  t o  t o o  many and too  d e t a i l e d  standards. 

He 

He added h i s  b e l i e f  t h a t  t he  B i g  8 f i r m s  are  

L a r r y  Horner o f  PMM made a b r i e f  opening statement on b e h a l f  o f  t h e  B ig  8. 

His  p r i n c i p a l  message was t h a t  t he  B ig  8 f i r m s  share many o f  t he  business 

community 's concerns about t h e  FASB process. He added t h a t  he understood 

t h a t  t he  FASB was aware o f  these concerns and a l so  was i n t e r e s t e d  i n  

improv ing  t h e  process. Dur ing Horner I s  p resen ta t i on  and throughout  the 

comments made by the  MPs, t he  thenie o f  llno one supports liloving standard 

s e t t i n g  t o  t h e  SEC" was repeated  f r e q u e n t l y .  
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A f t e r  Horner ls  opening comments, each MP was asked t o  summarize one of t h e  

suggestions f o r  improvement i n  the process. These were b a s i c a l l y  the  same 

ones as had been repo r ted  t o  me by A r t  Siege1 e a r l i e r ,  namely: 

1. B e t t e r  c r i t e r i a  f o r  determin ing what goes on the  FASB's agenda; 

2. More f i e l d  t e s t i n g ;  

3. B e t t e r  use o f  task forces; 

4. P re l im ina ry  views documents f o r  a l l  impor tan t  p ro jec ts ;  

5. Maximum s ix -year  term f o r  Board Members; 

Each MP p rov ided some d e t a i l s  on these suggestions f o r  improvement b u t  Tom 

d i d  n o t  t e l l  me i n  our b r i e f  conversa t ion  what t h e  d e t a i l s  were. 

Other p o i n t s  Tom mentioned were as fo l l ows :  

1. Cer ta in  MPs c r i t i c i z e d  business f o r  n o t  recommending more 

candidates f o r  FASB Board and s t a f f  p o s i t i o n s  and f o r  otherwise 

n o t  be ing  s u f f i c i e n t l y  i nvo l ved  i n  the  process. 

Hays Watkins warned t h e  MPs t h a t  t he  a t t i t u d e  o f  business has 

changed somewhat w i th  respec t  t o  whether t h e  SEC should take over 

standard s e t t i n g .  

o f  t h e  CEOs s t i l l  agreed w i t h  hav ing a p r i v a t e  sec tor  body, he 

be l i eves  t h a t  i n  the  l a s t  f i v e  years  an i nc reas ing  number o f  CEOs 

now b e l i e v e  the  SEC would be pre ferab le .  

Colby Chandler agreed t h a t  t he re  needs t o  be improved 

. 

2. 

While he agreed t h a t  t he  subs tan t i a l  m a j o r i t y  

3 .  

communication between t h e  CEOs and CFOs t o  " g e t  t h e i r  s t o r i e s  

s t r a i g h t "  w i th  r e s p e c t  t o  FASB p r o j e c t s  and process. 
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4. Throughout the  d iscuss ion,  bo th  the  business and account ing f i r m  

representa t ives  mentioned f requen t l y  t h a t  determin ing what goes on 

or o f f  t he  FASB's agenda i s  a most c r i t i c a l  i ssue -- one t h a t  

warrants more thought.  

Dave Ruder has asked Ed Coulson t o  rev iew t h e  SEC's r e l a t i o n s h i p  

w i t h  the FASB. 

over reac t ing  t o  suggest ions by the  SEC s t a f f ,  and t h a t  gets us 

i n t o  areas t h a t  a r e n ' t  r e a l l y  worth our t ime. 

A comment was made t h a t  Dick Heckert  o f  Dupont thought  t h a t  the  

notes t h a t  T i m  Lucas had prepared on our l a s t  meet ing w i th  the  

Roundtabl e were ou ts tand ing  and those notes had been shared w i t h  

o ther  Roundtable members ( a t  l e a s t  the  Accounting P r i n c i p l e s  Task 

Force)  i n  l i e u  o f  Tom Jones prepar ing h i s  own notes. 

John Reed f e e l s  t h a t  the  FASB may have developed too  much o f  a 

5 .  

Ruder apparent ly  i s  concerned t h a t  t he  FASB may be 

6. 

7. 

''bunker men ta l i t y ' '  v i s - a - v i s  the  business community, so i t  w i l l  be 

hard  t o  change a t t i t u d e s  and have the FASB be somewhat more 

responsive t o  c o n s t r u c t i v e  suggestions f rom business. 

B i g  8 rep resen ta t i ves  s a i d  they would commit t o  p repar ing  a wh i te  8. 

paper based on the  suggest ions made a t  t h e  meeting. 

A general theme o f  t h e  comments from t h e  CEOs was t h a t  ways must 

be found t o  r e q u i r e  t h e  FASB t o  more d i r e c t l y  respond t o  the  views 

o f  business. Th is  i s  n o t  t o  say t h a t  those views must be accepted 

i n  a l l  cases, b u t  they  a t  l e a s t  must be answered. 

9. 
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10. Ed Kangas o f  Touche Ross presented the  recommendation f o r  a 

l i m i t a t i o n  on the terms o f  the  Board Members. 

beyond t h a t  t o  make the  p o i n t s  t h a t :  

a. 

However, he went 
' 

FAF needs t o  b e t t e r  use the power 'they have t o  con t ro l  t h e  

FASB. 

The Board Chairman i s  n o t  ' ' j u s t  f i r s t  among equals". 

on the  Rules o f  Procedure he cou ld  make some major changes i n  

t h e  process by h imse l f .  (Apparently bo th  o f  these po in ts  

were made w i t h  the t o t a l  absence o f  any d e t a i l s ) .  

b. Based 

11. A f t e r  Kangas's presentat ion,  Rho1 an Larson exp la ined t h e  r o l e  of 

the Trustees. John Reed responded by suggesting t h a t  the SEC o r  

o the rs  can fo rce  changes on the  process i f  they  a r e  needed, 

regard less  o f  the op in ions  o f  the  FAF members. 

John Reed saved h i s  "bombshell" f o r  t h e  end o f  t h e  meeting. 

e a r l  i e r  d iscuss ion  regard ing  the  importance o f  having t h e  r i g h t  i tems on the  

agenda, John suggested a permanent seven-member task fo rce  on t h e  FASB's 

agenda. 

accountants, one f rom business ( I  may have reversed t h e  CPA and business 

numbers) and the  FASB Chairman. T h i s  group would have absolute con t ro l  o f  

Apropos o f  t h e  

The members would be th ree  SEC Comnissioners, t w o  p u b l i c  

t h e  agenda, determin ing what goes on and what comes o f f .  According t o  Tom, 

t h e  body language o f  t he  MPs i n d i c a t e d  s i g n i f i c a n t  rese rva t i ons  b u t  no one 

s t r o n g l y  disagreed. 

0859b 



Business Roundtable f i l e  - 5- June 30, 1988 

Tom mentioned t h a t  w h i l e  John made t h i s  as a ser ious suggestion, he (Tom) 

t h i n k s  i t  i s  u n r e a l i s t i c  t o  expect t h a t  any th ing  c lose  t o  t h i s  w i l l  be 

acceptable.  

regard ing  the  need f o r  t he  FASB t o  be work ing on the " r i g h t "  t op i cs ,  

We agreed t h a t  I would try t o  s e t  up a meet ing f o r  mid t o  l a t e  J u l y  w i t h  

A r t  Siegel ,  Bob Burmester, and Tom Jones. 

around the general suggest ons made by the  MPs and hear more d e t a i l s  o f  what 

i s  intended. Tom s a i d  tha  the  Roundtable people a re  s t i l l  a c t i v e l y  

cons ider ing  some s o r t  o f  r e p o r t  b u t  i t  w i l l  be u n t i l  a t  l e a s t  l a t e  August 

u n t i l  anyth ing i s  f i n a l i z e d .  He emphasized t h a t  any suggest ions would be 

"improvements o f  the current system" rather than suggesting an ent i re ly  new 

one. 

recommendations t h a t  won ' t  be s e r i o u s l y  considered by the  FASB, so they w i l l  

t ry  t o  work c l o s e l y  w i t h  us i n  the  development o f  any recommendations. 

DRB:jp 

Nevertheless, i t  i s  an i n d i c a t i o n  o f  t he  s t reng th  o f  views 

The purpose would be t o  k i c k  

He a l s o  emphasized t h a t  business i s  n o t  i n t e r e s t e d  i n  making 
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