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21. In this Statement, inputs refer broadly to the agstions that market participants would use in
pricing the asset or liability, including assumpigabout risk, for example, the risk inherent in
a particular valuation technique used to measurie ¥alue (such as a pricing modeind/or
the risk inherent in the inputs to the valuatiorcheique. Inputs may be observable or

unobservable

a. Observable inputs are inputs that reflect the agsions market participants would use
in pricing the asset or liability developed baseu roarket data obtained from sources
independent of the reporting entity

b. Unobservable inputs are inputs that reflect theoréipg entity’s own assumptions about
the assumptions market participants would use icimg the asset or liability developed

based on the best information available in thewinstances.

Valuation techniques used to measure fair valudl shaximize the use of observable inputs

and minimize the use of unobservable input”
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22. To increase consistency and comparability in failue measurements and related disclosures,
the fair value hierarchy prioritizes the inputsualuation techniques used to measure fair value
into three broad levelsThe fair value hierarchy gives the highest priprib quoted price
mnadjusted) in active markets for identical assetBabilities (Level 1) and the lowest priority
to unobservable inputs (Level 3). In some casesintbuts used to measure fair value might fall
in different levels of the fair value hierarchy.€eTkevel in the fair value hierarchy within which
the fair value measurement in its entirety fallalslve determined based on the lowest level
input that is significant to the fair value measuent in its entirety. Assessing the significance
of a particular input to the fair value measurement its entirety requires judgment,

considering factors specific to the asset or ligpil
SN DY PV VVIND NN I ,PITINT MDD NIYRI NV IITH

24. Level 1 inputs are quoted prices (unadjusted) itivaanarkets for identical assets or liabilities
that the reporting entity has the ability to accasshe measurement date. An active market for
the asset or liability is a market in which trantaos for the asset or liability occur with
sufficient frequency and volume to provide pricinfprmation on an ongoing basis. A quoted
price in an active market provides the most rekabVidence of fair value and shall be used to
measure fair value whenever available, except asudised in paragraphs 25 and 26.
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28. Level 2 inputs are inputs other than quoted pricetuded within Level 1 that are observable
for the asset or liability, either directly or indictly. If the asset or liability has a specified
(contractual) term, a Level 2 input must be obskledor substantially the full term of the asset

or liability. Level 2 inputs include the following

a. Quoted prices for similar assets or liabilitiesantive markets
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b. Quoted prices for identical or similar assets ablilities in markets that are not active,
that is, markets in which there are few transadidor the asset or liability, the prices
are not current, or price quotations vary substaliyi either over time or among market
makers (for example, some brokered markets), evhich little information is released
publicly (for example, a principal-to-principal miet)

c. Inputs other than quoted prices that are observétidhe asset or liability (for example,
interest rates and yield curves observable at contynquoted intervals, volatilities,
prepayment speeds, loss severities, credit risks default rates)

d. Inputs that are derived principally from or corrofaded by observable market data by

correlation or other means (market-corroborateduis).

29. Adjustments to Level 2 inputs will vary dependimgfactors specific to the asset or liability.
Those factors include the condition and/or locatadrthe asset or liability, the extent to which
the inputs relate to items that are comparablehi® asset or liability, and the volume and level
of activity in the markets within which the inpate observed. An adjustment that is significant
to the fair value measurement in its entirety migbhder the measurement a Level 3
measurementepending on the level in the fair value hierarghthin which the inputs used to

determine the adjustment fall
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Level 3 inputs are unobservable inputs for the tassdiability. Unobservable inputs shall be
used to measure fair value to the extent that oladde inputs are not available, thereby
allowing for situations in which there is littlef, any, market activity for the asset or liability a
the measurement date. However, the fair value nmeasnt objective remains the same, that
is, an exit price from the perspective of a maysaticipant that holds the asset or owes the
liability. Therefore unobservable inputs shall reflect the reportinditgis own assumptions
about the assumptions that market participants wousge in pricing the asset or liability
(including assumptions about risk). Unobservableuis shall be developed based on the best
information available in the circumstances, whickghn include the reporting entity’s own
data. In developing unobservable inputs, the rapgrentity need not undertake all possible
efforts to obtain information about market partiaig assumptionsHowever, the reporting
entity shall not ignore information about marketrgp@pant assumptions that is reasonably
available without undue cost and effoftherefore, the reporting entity’s own data used to
develop unobservable inputs shall be adjustedfdrmation is reasonably available without
undue cost and effort that indicates that marketip@ants would use different assumptions

Inputs Based on Bid and Ask Prices."
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"...The best evidence of fair value is quoted prinean active market. If the market for a financial
instrument is not active, an entity establishes alue by using a valuation technique. The obyecti
of using a valuation technique is to establish wtie transaction price would have been on the
measurement date in an arm's length exchange nwedvay normal business considerations.
Valuation techniques include using recent arm'giemmarket transactions between knowledgeable,
willing parties, if available, reference to the cent fair value of another instrument that is

substantially the same, discounted cash flow arsadrsd option pricing models..."
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"A derivative is a financial instrument or other ntoact within the scope of this Standard (see

paragraphs 2—7) with all three of the following caeteristics:

(@) its value changes in response to the change ineaifspd interest rate, financial instrument

price, commodity price, foreign exchange rate, midé prices or rates, credit rating or credit

index, or other variable, provided in the case ohan-financial variable that the variable is not

specific to a party to the contract (sometimesezhthe "underlying");

(b) it requires no initial net investment or an inltiaet investment that is smaller than would be

required for other types of contracts that would éeected to have a similar response to

changes in market factors; and

(c) itis settled at a future date.”
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