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Abstract

Statement of Financial Accounting Standards No. 157, “Fair Value
Measurements,” (SFAS 157) defines fair value, establishes a three tiered
framework for measuring fair value and expands the required disclosures about
fair value measurements. The objective of this study is to examine and evaluate
the benefits of the information disclosed by SFAS 157. The results of our study
indicated that a large majority of the inputs are observable in that 93.5% of the
sample financial assets and 93.1% of the sample financial liabilities were
measured by level 1 or 2 criteria. However, we found a mismatch between assets
and liabilities subject to the three tiers of fair value measurements. The companies
in our sample disclosed $18.8 trillion in total assets, with 51%, or $9.5 trillion
reported at fair value. Whereas, sample company liabilities totaled $16.1 trillion

with only $3.7 trillion or 23% reported at fair value.
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Notes

1. Recent events have undoubtedly reduced this disparity

2. On February 12, 2008, the FASB issued FASB Staff Position (“FSP”) FAS 157-2,
which delayed the effective date of SFAS No. 157 for all nonfinancial assets
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and nonfinancial liabilities, except those that are recognized or disclosed at
fair value in the financial statements on a recurring basis (at least annually),
until fiscal years beginning after November 15, 2008 and interim periods

within those fiscal years for items within the scope of the FSP.

3. The companies were stratified according to the SEC’s standard industrial

classification scheme.

4 . For purposes of this analysis, industries with less than 10 companies reporting

fair value disclosures were combined into the category all other industries.

5. For purposes of this analysis, industries with less than 10 companies reporting

fair value disclosures were combined into the category all other industries.

0. In many cases it is possible to review the financial statement footnotes to
determine the gains or losses from assets and liabilities measured by Level 1
criteria; however, this information is not contained in the SFAS 157

disclosures.
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