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The Independent Community Bankers Associatioh (ICBA)! welcomes the opportunity to -

comment on the exposare draft; “Fait Value Measurements.” The following are ICBA's
nitial views on the exposure draft. JCBA’s Lending Committee, which studies
accounting issues for ICBA, holds its semi annual meeting in late September and fair
value measurement will be a topic on its agenda. We would like to provide FASB any
additional comments from this discussion subsequent to the meeting.

General Summary of the Proposal

The exposure drafl defines “fair vahie” as the price at which an assetor liability could be
exchapged in a current transaction between knowledgeable, unrelated willing parties.

The proposed statement does not establish requirements for when to ‘measure assets and
liabilities at fair value but how to measure fair value. It would apply broadly to financial
and nonfinancial assets and liabilities that are measured at fair value under other
authoritative accounting pronouncements. FASB would consider when to use fair value
measurement on a project-by-project basis in individual pronouncenients. FASB expects
that the guidance provided by this proposed statement will be applied together with
applicable valuation standards and generally aceepted valuation practices, where

© appropriate.
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The :preﬁdséd sta{emeat @eaﬁdérequéré expanded disclosures

remeasure assets and liabilities recognized in the statemefit_ﬁfﬁnancéal position,
including information about the fair value amounts, how those fair value amounts were
determined, and the effect of the renjeasurements on earnings (including unrealized gains

and losses). _ :

' Back ckground

* Currently there is limiled guidance for applybng the fair value’ medsufement objective in
generally accepted accounting principles (GAAF) and existing guidance is spread among

the many pronouncements that require fair value measurements, resulting in some
inconsistencies. FASB states that many constituents have raised concems about the
ability to develop reliable estimates of fair value in cértain circumstances, in particular, in
the absence of quoted prices. Thus, FASB wants to develop a framework clarifying the
fair value measurement objective and its application under other pronouncements that
require fair value measurements. : :

- FASB anﬁéipate%thét-‘tﬁe result of this statement will be improved financial reporting
from increased consistency, reliability, and comparability. According to FASB,
expanded disclosures about the resulting fair valie measurement should provide
information that is useful to users of financial staternents in assessing the effects of those
measurements used in financial reporting. FASB hopes that the statement will advance
its initiatives to simplify and codify the accounting literature. f

' ICBA Comments

guidance on fair value measurement and
eliminate inconsistencies in treatment and provide guidance on developing reliable
estimates of fair value in the absence of quoted prices. In our view, the proposed
definition of “fair value” is appropriate. We also agres with FASBs approach to
consider when to use fair value on a project-by-project basis. This would allow for
consideration of whether unique situations-exist where automatic use of the proposed fair
value gnidance might not be the best approach. -~ :

ICBA supports FASB’s effofts to consolidate

Fait Valuation Should Not Require Undue Cost and Effort -
The proposed statement would require that in the absence of quoted prices for identical or
similar assets or labilities in active markets, fair value be estimated using multiple
valuation techniques edhsistent with the market approach, income approach, and cost
approach whenever the information necessaty to apply those-techniques is available
without undue cost and effort. Clearly, such cases can create significant challenges in
determining a fair value that provides useful, rather than misleading information about
the asset or liability. We strongly support the qualification ia the guidance that the
guidance should be applied when the techniques are available and without undue cost and
effort. ' ' '
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Similarly, ICBA supports FASE’s decision riot to change the practicability exception
permitted in Statement 107, “ Disclosures about Fair Value of Financial Instruments.”
According to Paragraph 15 of Statement 107, practicable means that an estimate of fair
value can be made without incurring excessive costs and recognizes that what is
practicable for one institution may not be for another. We urge FASB, as it goes forward
in its work on this statement, and during the conceptual phase of this project, to continue
to allow this exception that is particularly important to smaller institutions, such as
community banks and other institutions that hold assets and liabilities that are difficult to
apply fair value measurements. As ICBA discussed with FASB during the deliberations
leading up to the issuance of Statement 107, community banks often‘hold financial
instruments that are too small in amount to readily determine fair market values and the
cost of obtaining independent valuations far exceeds the benefits. We urge FASB to
consider a practicable exemiption in any guidance that requires fair value measurements
that may be more difficult or costly to obtain than the benefit derived in greater clarity.

Minimize Complexity ' - : i

ICBA urges FASB to mininimize the complexity of fair value measurement when
possible. We recogriize that FASB must provide enough guidance to provide clarity to
the measure process to ensure a fair value determination is as accurate as possible. But
when does the process become too complex? For example, how many valuations
methods must be used to determine fair value in the absence of quotéd prices for identical
or similar assets or liabilities in active markets? If information is available to apply
multiple measurements, must all possible multiple measurements be-used? Community
banks are concerned that in this example the guidance communicates that the more
measurement methods used the better, even though by their nature as estimates, none can

be precise.

 Thank you for &zccppwttmtytg :Cf()%ﬁ.tfléﬁﬁ T you need additional iélfommiian'm have
any questions, please contact Ann Grochala, ICBA director of lending and accounting
policy, at 202-659-8111 or ann.grochala@icba.org. '
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