October 27, 2008
Delivered via email: rule-comments@sec.gov

Ms. Florence Harmon, Acting Secretary
Securities and Exchange Commission
100 F Street NE
Washington, DC 20549-1090
File Reference: File No. 4-573 Fair Value Accounting
Dear Ms. Harmon:
U.S. Central is a not-for-profit, cooperative wholesale credit union. As a cooperative, we are
owned by our members, without outside investors. We are not an SEC registrant, and yet
increasingly find ourselves adversely affected by SEC actions.
My comments herein are derived from the more detailed letter (a copy of which attached) that we
submitted to the FASB on October 9 in response to its request for comments for FSP FAS 157-3.
Our view is similar to approximately half of the 102 comment letters submitted. It is also similar
to the views expressed by Messieurs Tisch, Price and Cotton at the July 9 SEC Roundtable on
Fair Value Accounting. To summarize our view:
• SFAS 157 defines fair value as the exchange price in an orderly transaction between
market participants. It is not intended to represent forced sales. And yet, FASB’s
requirement for an excessive liquidity risk premium, as indicated by the example provided
in FSP 157-3, memorializes the current distressed market conditions – and their resulting
fire-sale prices – in the calculation of fair value.
• The pendulum has swung too far from entry price to exit price. There is something inbetween—the holding value of a debt security as part of an asset/liability matching
strategy. For longer-term investors, the highest and best use of an asset does not usually
involve selling it. Marking to fire-sale prices is essentially a liquidation value which
contravenes a basic premise that financial statements are prepared as if the entity is a
going concern.
• SFAS 115 as written is no longer followed. Subsequent interpretations have radically
changed the previous flexibility afforded by SFAS 115 to the available-for–sale (AFS)
designation. Now, an investor in an unrealized loss position on AFS securities must make
essentially the same representations on intent and ability as for held-to-maturity (HTM)
securities. Otherwise, the investor faces draconian other-than-temporary impairment
charges.
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The solution is simple. It parallels the treatment for loans, which are either held for sale or held
for investment. Debt securities held for sale—whether they are classified as trading or AFS for
which the investor cannot represent intent and ability to hold to recovery—should be valued at
relevant market prices. In today’s dislocated market, this includes the extreme liquidity risk
premium in the FASB’s example.
But for debt securities for which the investor has represented intent and ability to hold (either
HTM or AFS as currently interpreted), using fire-sale prices is contrary to the going concern
presumption. HTM debt securities should continue to be held at amortized cost. But if otherthan-temporary charges are required, the write-down should be based on realizable value, not a
fire sale exit price. AFS securities for which the investor represents intent and ability to hold to
recovery should be adjusted for credit risk if necessary, but should not include the extreme
liquidity risk premium of the FASB’s example.
This change would align the accounting treatment with the underlying economics and more
accurately represent the financial conditions of the reporting entity. Thank you for the
opportunity to comment on this crucial issue.
Sincerely,

Kathryn E. Brick
Senior Vice President and Chief Financial Officer
913.227.6159
kbrick@uscentral.coop
Attachment

October 9, 2008

Via Email: director@fasb.org
Mr. Russell G. Golden
FASB Technical Director
Financial Accounting Standards Board
401 Merritt 7
P.O. Box 5116
Norwalk, CT 06856-5166
File Reference: Proposed FSP FAS 157-d
Dear Mr. Golden:
U.S. Central Federal Credit Union (“U.S. Central”) appreciates this opportunity to comment on
the proposed FASB Staff Position No. FAS 157-d, Determining the Fair Value of a Financial
Asset in a Market That Is Not Active (the “Proposed FSP”).
U.S. Central is a wholesale corporate credit union providing investment and financial products
and services to its 26 member corporate credit unions. U.S. Central and its corporate credit union
members comprise the Corporate Credit Union Network, which provides investments and
financial products and services to the nation’s more than 8,000 natural person credit unions. U.S.
Central, as a primary liquidity provider to the Corporate Credit Union Network, manages a
balance sheet of approximately $40 billion, with a higher proportion of assets invested in
marketable debt securities than most financial institutions of a similar size. With sizable holdings
of non-agency residential mortgage-backed securities, we are particularly interested in the
discussions surrounding the determination of fair value for these instruments in today’s illiquid
market.
The examples included in the Proposed FSP are helpful in understanding mechanically how the
FASB views the determination of fair value pursuant to SFAS No. 157. However, given the
unprecedented market conditions of the last 15 months, simply clarifying the mechanics of fair
value determination is not enough. In summary, the Proposed FSP should address the following
suggested changes to the definition of fair value:
1. For available-for-sale (AFS) securities where the investor has demonstrated the intent and
ability to hold to recovery, the FSP should allow the severe liquidity risk premiums of the
current market environment to be adjusted to levels observed during periods of normal
market activity for the determination of fair value. Credit risk premiums should continue
to be based on the best available information from market participants.

