ASC 820 Fair Value Hierarchy Memo
	Client: [Client Name]
	Period end: [MM/DD/YYYY]

	Prepared by: [Initials] Date: [MM/DD/YYYY]
	Reviewed by: [Initials] Date: [MM/DD/YYYY]

	W/P reference: [Ref]
	Engagement: [Audit / Review / Compilation]



[Drafting note, delete before filing: Draft for professional judgment. Tailor it to the entity and to your firm’s methodology, and have legal counsel review it where needed. It is not legal advice and does not by itself show compliance with professional standards. Complete one memo per class of asset or liability measured at fair value. Fair value is an exit price in an orderly transaction between market participants at the measurement date.]
1. Item measured
	Item
	Entry

	Asset or liability and class
	[Description] · [Class]

	Measurement date
	[MM/DD/YYYY]

	Recurring or nonrecurring
	[Recurring / Nonrecurring]

	Why fair value applies
	[Required by another topic: derivative, investment, impairment test, business combination, fair value option]

	Carrying amount and fair value
	[Carrying] · [Fair value]



2. Unit of account, market and participants
	Element
	Decision
	Support

	Unit of account
	[Single asset / group / portfolio of financial instruments with offsetting risks]
	[Ref]

	Principal market (greatest volume and activity), or most advantageous market if none
	[Market]
	[Volume and access evidence]

	Market participant characteristics
	[Description]
	[Ref]

	Highest and best use of a nonfinancial asset
	[Current use / alternative use]
	[Physically possible, legally permissible, financially feasible]

	Transaction costs excluded from fair value; transportation costs included if location is a characteristic
	[Treatment]
	



3. Valuation technique
	Technique
	Used?
	Why
	Weight

	Market approach: quoted prices or comparable transactions and multiples
	[Yes / No]
	[Rationale]
	[%]

	Income approach: present value of future cash flows or option pricing
	[Yes / No]
	
	

	Cost approach: current replacement cost
	[Yes / No]
	
	



Change in technique from the prior period and the reason: [None / text]. Calibration to a recent transaction price: [Applies / does not apply].
4. Inputs and level
	Input
	Value
	Observable?
	Source
	Level of the input

	[Quoted price in an active market for an identical item]
	[Amount]
	[Yes]
	[Exchange / dealer]
	Level 1

	[Quoted price for similar items, yield curve, volatility, credit spread]
	[Value]
	[Yes, corroborated by market data]
	[Source]
	Level 2

	[Management forecast, discount rate with entity-specific premium, unobservable volatility]
	[Value]
	[No]
	[Source]
	Level 3



The level of the whole measurement is the level of the lowest-level input significant to the measurement. Significance judgment: [Text]. Overall level: [1 / 2 / 3].
5. Level 3 detail (if applicable)
	Unobservable input
	Range
	Weighted average
	Effect of an increase on fair value
	Sensitivity ref

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	



	Level 3 rollforward
	Amount (USD)

	Opening balance
	[Amount]

	Total gains or losses in earnings
	[Amount]

	Total gains or losses in other comprehensive income
	[Amount]

	Purchases, issuances, sales, settlements
	[Amount]

	Transfers into and out of Level 3
	[Amount]

	Closing balance
	[Amount]



6. Transfers between levels and controls
	Item
	Entry

	Transfers between Level 1 and Level 2 this period; policy for the timing of transfers
	[None / text]

	Pricing source review and challenge process
	[Describe]

	Valuation owner and independent review
	[Names]

	Use of a third-party valuation specialist and review of their work
	[Yes / No · review ref]

	Back-testing against subsequent sales or settlements
	[Result]



7. Disclosure inputs
1. Fair value by class and by level in a tabular format: [Amounts]
1. Valuation techniques and inputs for Level 2 and Level 3 recurring and nonrecurring measurements: [Text]
1. Level 3 rollforward and quantitative information on unobservable inputs (nonpublic entities have scaled relief; record the relief used): [Text]
1. Fair value of financial instruments not measured at fair value and their level: [Amounts]
Conclusion
[State the fair value, the technique, the hierarchy level and the basis, and any item that needs more support.]
Preparer and reviewer sign-off
	Role
	Name
	Signature or initials
	Date
	Extent of review

	Prepared by
	[Name]
	[Initials]
	[MM/DD/YYYY]
	Not applicable

	Reviewed by (senior / manager)
	[Name]
	[Initials]
	[MM/DD/YYYY]
	[Full / selected items]

	Reviewed by (partner or controller)
	[Name], CPA
	[Initials]
	[MM/DD/YYYY]
	[Full / significant matters and judgments]



Free template from CORAA (coraa.ai/us/templates). Draft for professional judgment: adapt it to the engagement and your firm’s methodology, have legal counsel review where needed, and check it against current AICPA, FASB and other applicable requirements before use.
