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Financial Accounting Standards - Fair Value Measurements 

Dear Sir or Madame, . 

The Credit Union Na1i.ohal Assbciation (CUNA) is pleased to ptovide comments 
on the Financial Accounting Standards aoard's (FASS's) proposed Statement of 
Financial Accounting Stal'ldards regarding fair (market) value measurements. By 
way of background, CUNA is the largest na1iona! trade association serving credit 
unions, representing apprdximately90 percent of the nation's 9,400 state and 
federal cred~ unions. CUNA's letter was developed under the auspices of our 
Accounting Task Force. 

The Exposure Draft {propos:aj" W9ulcl establ(sha ftamework fo'r measuring fair 
value that would apply to financial and nonfinancial assets and liabilities, The 
Slatement would not establish requirements for when to measure assets and 

I ... •. liabilities at ·fair value; rather, it would provide guidanoe as to how to measure fair 
value when required under FASS'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 
especially important to credit unions bacauseunder the purchase method of 
accounting in FASB's Business Combinations project, the credit union deemed to 
be the "acquiring" oredit union in a merger would have to determine and reflect 
on its financial statements thG fair value of the acquired credit union's balance 
sheet (including goodwill andintangibl& assets). 
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CUNA would also like to taf<e.this opportunity to voioe its continuing concem with 
the fair value aspect 6fthebusiness comoinations project. Specifically, 
signifioant costs for credit unioils would be involved in determining the fair value 
of the acquired entity'S balance sheet, including the determinalion of goodwill and 
intangible assets. Further, there would be ongoing costs associated with 
assessing any potential ilTlpairmentof goodwHI'and intangible assets (annually at 
a minimum). We urge FASB not to proceed with the Business Combinations 
project as it currently stancls, 
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• CUNA applauds F'AS~ lor its~ffoits'ttl'tirtng together exist~ guidance on fair ' 
value measurement from a range. of FASB proriouncernenfs and provide a 
framework to assist users in making fak vaIUecal(;ulatiOn5, 

• CUNA urges FASBlornall1tafrr epJte2cJate'referehbes In the tihal Statement 
as to wha.t FASB pronotltlCel'TlflotsfaU withinthescl>peoftheStatemenl as 
well as references iiltheappropriate provisions ihFASB prOMuncements 
directing USers to the FII1a1 Statement. 
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• CUNAEincoI.Irages FAss ~o ~bvldlt mor~C'Ohcr$te 9uidaMstrl l'Tleasuring 
the fair market value cWthecoredeposits of finanCial institutions to improve 
. consistency 

.CUNA strongly believ~~ lilaf ~~rlg crJditimldns' fii inC~ ennanced 
disclosures on their tltianciaf efaternenls \.lsliig fair market value would not 
add value to the management or membershipdfcreditunlons. 
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• CUNA tirgesfASB {oOOllY f~r one Yeaflne "effeciivedliteohheStatement 
for preclit uolons. . . . 

" : ~. ' ~ . ' ,:" 

CUNA com~rtdg FASB f&i ij~ ~'O~~10~~r) a statement tl'laf efarifiesthe 
measurement offairvalue 'hl\d ~$ appli¢atlorl in MAP. Wfj hellENe that 
consolidating andslandardiling existing fair Value-measurement guidance in one 
place will improve the consistenty, comparability and reliability of fair value 
measurements. It will rnake it ea!S~rfo( credit unkms and other entities because 
they will be able to go. to OM place to find Ci:lmpreherislve guidance on 
measurements when dlrected bya FASB pronouncement to measure certain 
assets or liabilities at fair value. 
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The propoSeO $OOell Ie! ~js to app\)f to' aSsets~ fiaarii~es~sJreOatfair 
value under "other ptonoUr1cem~hW'; with five exceptions (FASB 
pronouncements that ~$$$ .share-based payment transactions, leasing 
transactions, revenue recognition ~suredusing vendor-speeificobjeclive 
evidence of fair value as well as f=ASS Stafement No, 114, Accounting by 
Creditors for Impairment of sLoan, and ARB No. 43, Chap1er 4, "Inventory 
Pricing'). We feel that tM term "otherpronountements" may be tonfusing to 
users. When this proposed Statement is finalized, we therefore suggest that 
FASB Inc1ude a cros~HeW~ to thls Statement in the provislons of the 
pronouncements that faU Within the of the fair vakle l11easurement Statement. In 
addition, the Statement's list of pronouncements that fan under its scope and 
those that do not Shollltl be explieitlylfstad ahdkaptup-to-data. 

-~-



The prbPosedStat~~lwJuld~ire1hat in ttf6 abseoc$ bf ~ed pyitesfor 
identical or similar assets or liabilities in active markets. fairvatue should be 
estimated using multiple valuation techniques consistent with the market 
approach, income approach and cost approach. Appendix B provides general 
guidance for applying multiple 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 typicany provide a base 
deposit level for an institution. There is st1ll a great room for subjectivity as there 
are several techniques to choose from. More concrete guidance in this area 
would assist in creating more consistent measurement practices. 

CUNA does not supjXlrf theproPoSeti Statement's e~al1ded disclOsures about 
the use of fair value. The pr"Oposed Statement would require entities to 
remeasure assets and liabilities recognlzed th the statement of financial position. 
Further, entities are encouraged to make disclosuresabollt other similar 
measurements that, like fair value, represent current amounts. FASB indicates 
that expanded disclosures are important in order to provide useful information 
about the condition of the Mtity to present and potential investors, creditors and 
others in making decisions such aswMther10 investin theentlty or extend credit 
to the entity. CUNAdoes not beHeve lllat such disclosures would be valuable in 
the case of credit unions. First, credit unions are private entities that are owned 
and run by their members; but members cannot buy or seD their interests in the 
credit union. The members wMlook at their credit unIOn's financIal statements 
with such disclosures maybecomeconflised if it is difficult for them to 
understand the disclosures and how the fairvalues were calculated. Second, the 
National Credit Union Administration. the federal government agency that 
charters and supervises federal credit unions, has implemented ALM (asset 
liability management) review as part of ifs examinatIOn proCedures. The review 
requires credit unions to perform thorough analysis of interest rate risk and 
liquidity risk on their balance sheets. We feal that a description of the valuation 
methodologies in the disclosure of significant accounting policies is sufficient for 
normal financial statement presentations. fUhe tthal Statement includes these 
disclosure provisions, CUNA ellC'OUi'ages FASBto clarity that assets recorded at 
cost or fair market value when· acquired and depreciated do not have to be 
remeasured every accounting period. 
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