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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 assumptgabout risk, for example, the risk inherent in a
particular valuation technique used to measure failue (such as a pricing modeind/or the risk

inherent in the inputs to the valuation techniguguts may be observable or unobservable

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

b. Unobservable inputs are inputs that reflect theorpg entity’s own assumptions about the
assumptions market participants would use in pgdie asset or liability developed based

on the best information available in the circumstes

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

minimize the use of unobservable inpup.

22. To increase consistency and comparability in failue measurements and related disclosures, the
fair value hierarchy prioritizes the inputs to vation techniques used to measure fair value into
three broad levelsThe fair value hierarchy gives the highest priptid quoted priceunadjusted) in
active markets for identical assets or liabilitidsevel 1) and the lowest priority to unobservable
inputs (Level 3). In some cases, the inputs usedemsure fair value might fall in different levels
the fair value hierarchy. The level in the fair wal hierarchy within which the fair value
measurement in its entirety falls shall be deteedirbased on the lowest level input that is
significant to the fair value measurement in itsirety. Assessing the significance of a particular
input to the fair value measurement in its entingguires judgment, considering factors specific to

the asset or liability
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24. Level 1 inputs are quoted prices (unadjusted) itivaamarkets for identical assets or liabilitiesath
the reporting entity has the ability to accesshat measurement date. An active market for the asset
or liability is a market in which transactions ftite asset or liability occur with sufficient frequoy
and volume to provide pricing information on an omg basis. A quoted price in an active market
provides the most reliable evidence of fair valmel ahall be used to measure fair value whenever
available, except as discussed in paragraphs 252hd
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28. Level 2 inputs are inputs other than quoted pricesuded within Level 1 that are observable for
the asset or liability, either directly or indirdgt If the asset or liability has a specified
(contractual) term, a Level 2 input must be obsbkledor substantially the full term of the asset or

liability. Level 2 inputs include the following

Quoted prices for similar assets or liabilitiesantive markets

b. Quoted prices for identical or similar assets aHlilities in markets that are not active, that
is, markets in which there are few transactions tfoe asset or liability, the prices are not
current, or price quotations vary substantiallyhait over time or among market makers (for
example, some brokered markets), or in which littk®rmation is released publicly (for
example, a principal-to-principal market)

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

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

correlation or other means (market-corroborateduis).
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29.

Adjustments to Level 2 inputs will vary dependingaxtors specific to the asset or liability. Those
factors include the condition and/or location oéthsset or liability, the extent to which the irgut
relate to items that are comparable to the assditatility, and the volume and level of activity in
the markets within which the inputs are observadadjustment that is significant to the fair value
measurement in its entirety might render the meament a Level 3 measuremeatdpending on the

level in the fair value hierarchy within which thputs used to determine the adjustment fall
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30.
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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 observaiybeits are not available, thereby allowing for
situations in which there is little, if any, marlattivity for the asset or liability at the measorent
date. However, the fair value measurement objecBveains the same, that is, an exit price from
the perspective of a market participant that hotle asset or owes the liability. Therefore
unobservable inputs shall reflect the reportingitgig own assumptions about the assumptions that
market participants would use in pricing the assetiability (including assumptions about risk).
Unobservable inputs shall be developed based on kst information available in the
circumstances, which might include the reportingitg’s own data. In developing unobservable
inputs, the reporting entity need not undertake mksible efforts to obtain information about
market participant assumptionslowever, the reporting entity shall not ignoreorrhation about
market participant assumptions that is reasonablailable without undue cost and effort
Therefore, the reporting entity’s own data usediévelop unobservable inputs shall be adjusted if
information is reasonably available without unduesit and effort that indicates that market

participants would use different assumptiomputs Based on Bid and Ask Prices."
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