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Dear FASE Bourd Members and Sttt
Thank you for the oppertunigy o comment on | SPEFAS 137

In general, | beliove the PSP represents o reisanably approuch (o the chalienge of valuing illiguid
assets. However, it also rabses dificalt issues about the coherence of the of “Fair Value™
concept and its appropriaie scope of application il accounting measurement.

The aceounting definition of Far Value, with its three levels of valuation hicrarchy, has always
heen a polvglot category  However, by lurther sidening 2ap hetween sipictly market bascd
measures and permissibtle Jlevel three” measures. the 1SP rases some fundamental questions,
Should “levet ane” and “level three” methods really be considered part of the same measarement
basis?  Does the range of finoncial mstraments currently reported at Fair Value belong in the
SAMC TRCASUTLITNL categon !

Going forward. we think it witl be necessary o narron, rather than broaden, the definition of
Fair Value to more closels correspond with the economic concept of market value,  However,
we will also need o improve owr measurement alternatives when market value is not a leasible
or useful measure,

The current measurement sliernafisc, where assets are classificd ws “held w matlurity ', is
purchase cost subject to adyustnent for impaisment. FThis measurement approach is grounded in
expected future cash Hows, and Frons o conceptual standpoint is clearty appropriate for asscts
satisfying the criteria ko held (o maturity elassilication. Both impairment and cash-flow based
revaluation are ditficul concepls w apply, howgser, The FASH s recent 'SP is an advance
uvel preyious practice. but s unlihely W be the ast word on the subject {sec FSPFAS 115,
FASI2d-a, and LT 99-2G-by,

The straits on the accouming delinition of Fair Value refleet the desire of its advocates 1o
increase its seope o application. and thereby bring nccomsting closer W a pure financial markets
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model. However, applicanons ol Fan Value are approaching the boundaries of what is feasible
or usetul for financiat reporting, Notall financia! instruments are created equal. Those beld for
their cash Nows ond with the abadiss and intent so bold (o oty should be classihed as Held-
w-Maturity and measured secordingh Imvestors shoubd sl be isformed abowt the poential
sules price of Lhese asseis, as is the hasic wlent of FASTO7 disclosures. However, as the Fair
Valye “umbrella’ extends further bevond “market satue’ these diselosures may cease to provide
e information they are imended w comvey.

Again Iwish o thank the ¥ ASE Tor this apportunity 1o comment. and 1o thank the Board and
statf for ¥our ongomg efforts W meer our many linancial reporting challenges,

Sincerehy,
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