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Financial Accounting Standards — Fair Value Measurements
Dear Sir or Madame,

The Credit Union National Association (CUNA) is pleased to ptovide comments
on the Financial Accounting Standards Board's (FASB's) proposed Statement of
Financial Accounting Standards regarding fair (market) value measurements. By
way of background, CUNA is the largest national trade association serving credit
unions, representing approximately 90 percent of the nation’s 9,400 state and
federal credit unions. CUNA'’s lefter was developed under the auspices of our
Accounting Task Force. '
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" The Expostire Draft {proposal) would establish a framework for measuring fair

value that would apply to financial and nonfinancial assets and liabilities. The
Statement would not establish requirements for when to measure assets and
liabilities at fair value; rather, it would provide guidance as to how to measure fair
value when required under FA3B’s pronouncements. The proposed Statement
is intended to clarify the prescribed approach for estimating fair values and
provides for enhanced footnote disclosures. This proposed Statement is
espacially important to credit unions because under the purchase method of
accounting in FASB’s Business Gombinations project, the credit union deemed to
be the “acquiring” credit union in a merger would have to determine and reftect
on its financial statements the fair value of the acquired credit union’s balance
sheet (including goodwill and intangible assets). :

" CUNA would also like to take this opportunity to voioe its contifuing concem with

the fair value aspect of the business combinations project. Specifically,
significant costs for credit unions would be involved in determining the fair value
of the acquired entity’s balance sheet, including the determination of goodwill and
intangible assets. Further, there would be ongoing costs associated with
assessing any potential impairment of goodwill and intangible assets (annually at
a minimum). We urge FASB not to proceed with the Business Combinations

“project as it currently stands.
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value measurement from a range ‘of FASB pronmmcements and provrde a
framework to assist users in makrng faqr value calculatlons

well as references in the appropnaie prowstons in FASB pronouncements
directing users to the F’u-fai Statement _
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~ the fair rarket value of the core dépos:ts of ﬁnanc:al instinstions to improve

-con SIstency

disclosures on their ﬁnancuat sﬁatements usmg fair market vaiue woufd not
add value 1o the mana‘gement or membershlp of credvt urions.

" CUNA commeﬁds FASH i&r 15 efforis 1o de\zeiep -4 Siaaemaﬁ faaf cfanf:es 1he
measurement of fair valué and its application in GAAP. We balieve that
consolidating and standardizing existing fair value-measurement guidance in one
place will improve the cons:stemy comparabimy and reliability of fair value
measurements. It wilt make it easier for credit unions and other entities because
they will be able to go to one place to find comprehensive guidance on
measurements when directed by a FASB pmnouncemem to measure certain

' assets or hablhtaes at Ta;r vakﬁe :

pronouncements that adwess share—based payment }ransactlcns leasing

~ transactions, revenue recognition measured using vendor-spesific objective
evidence of fair value as well as FASB Statement No. 114, Accounting by
Creditors for Impairment of a. Loan, and ARB No. 43, Chapter 4, "Inventery
Pricing”). We feel that the term “other pmnount:aments may be confusing to
users. When this proposed Statement is finalized, we therefore suggest that
FASB include a cross:-refefenice fo this Statement in the provisions of the
pronouncements that fall within the of the fair value measurement Statement. In
addition, the Statement’s 1ist of pronouncements that fall under its scope and
those that do not should be explicitly listad and kept up-to-date.




' The proposed Statemm woulld require

identical or similar assets or liabilities in acﬂve markeis farr value should be
estimated using muitiple valuation techniques consistent with the market
approach, income approach and cost approach. Appendix B provides general
guidance for applying muitiple valuation techniques. While the guidance is
basically sufficient, CUNA believes that the guidance does not adequately
address the fair value measurement of the core deposits of financial institutions.
Share draft {checking) accounts and savings accounts are defined as core
deposits for credit unions (financial institutions) and typically provide a base
deposit level for an institition. There is still a great room for subjectivity as there
are several tachniques to choose from,  More concrete guidance in this area
would assist in creating more c&nsisﬁeﬁt'meésurement practi’cés.
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measurements that like fair valus, represent current amcunts FASB indicates
that expanded dtsc}osures are lmpcrtant m crder ZG provsde usefui mformat;cn

to the entlty CUNA does npt beﬁeve that such dfscioswes_wculd be valuabie in
the case of credrt unions. F:rst credﬁ tmmns are prrvaie em;ties that are owned

credit union. The members who iock at thew eredst unm 5 f:nanczai statements

with such disclosures maybecome confused if it is difficult for them to
understand the diselosures and how the fairvalues were calculated. Second, the
National Credit Union Administration, the federal govemment agency that
charlers and supemses federai crecht umons has :mpfemented ALM (asse1

requires cred:t unions to faerform thorcagh aﬂa¥ySis of u'ﬁeresi rate nsk and
liquidity risk on their balance sheets. Wae feel that a description of the valuation
methodologies in the disclosure of significant accounting policies is sufficient for
normal financial statement presentations.  ifihe final Statement includes these
disclosure provisions, CUNA encourages FASB 1o clarify that assets recorded at -
cost or fair market value when acquired and cieprec:faied do not have to be
remeasureé every aaceanang pemd




fiscal years begmmng after June: ’ES 2004, We beheve lt wouid be appropriate to
delay the effective date by one year for pnvatelnet-for—pmﬂt entities so that they
have time 1o adjust their systems. - For non-public entities that are ready and
would like to follow the Staterment earlier, nothing would prevent them from
earlier imp!emematiéan; Stuch a move would not-be unprecedented. FASB made
accommodations in its combinations of not-for-profit entities project. Further, the
Sarbanes-Oxley provisions do not appty to non-public organizations. While many
credit unions are very familiar with using fair value, they might not be in all areas.
Therefore many CFEifit ua;ﬂns waf need te make same imternal accounting’

credit unions, Therefere a deiay tﬁ Ehe Siatement S effecﬁve ﬁa%e would be
helpfuf for. ss'naﬁer creﬁf unions. - ,
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