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GOVERNMENT

The Accounting
Implications of SEC
Money Market Reform
By Stephen Barlas
At hearings held by the Senate Banking Committee in
June, Brad Fox, vice president and treasurer of Safeway,
Inc., and immediate past chairman of the National Association of Corporate Treasurers, warned about the corporate accounting implications of a possible Securities &
Exchange Commission (SEC) regulation on money market funds. Fox said one of the proposals being pushed by
SEC Chairman Mary Schapiro—a floating net asset value (NAV)—“would result in a significant accounting
burden for companies across America investing in this
product.” Fox was testifying on behalf of the U.S. Chamber of Commerce.
Schapiro told House and Senate committees in June
that she will ask the other commissioners to approve a
proposed rule that would require money market funds
to either adopt a floating NAV or keep a stable $1 NAV
but increase their capital buffers to support their stable
values, possibly combined with limited restrictions or
fees on redemptions. The need for money market
reform, according to Schapiro, is to avoid a situation
such as the run on the Reserve Primary Fund, a $62 billion money market fund that held $785 million in
Lehman Brothers debt on the day of Lehman’s bankruptcy in 2008 and immediately began experiencing a run.
Shareholders requested redemptions of approximately
$40 billion in just two days. In the final two weeks of
September 2008, money market funds reduced their
holdings of commercial paper by $200.3 billion, or 29%.
Market uncertainty during 2008 destabilized the money
market mutual fund industry, prompting the Treasury
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Department to temporarily guarantee funds’ holdings.
As a result, the SEC adopted significant new money
market rules in 2010 designed to increase the funds’
resilience to economic shocks and to reduce the risks of
runs. The key reforms required funds to shorten maturities of portfolio holdings, increase cash holdings,
improve credit quality, and report their portfolio holdings on a monthly basis. But Schapiro says more reform
is needed because money market funds, though resilient,
still remain susceptible today to investor runs with
potential systemic impacts.
Schapiro isn’t alone in her concern. Sen. Richard Shelby (R.-Ala.), ranking Republican on the Senate Banking
Committee and something of a skeptic toward additional SEC regulation, said, “The loudest voices advocating
additional money market fund reforms, however, have
come from inside the Federal Reserve. Fed Chairman
Bernanke, Fed Governor Tarullo, and multiple regional
Fed Presidents have given speeches in which they raise
the issue of so-called ‘structural vulnerabilities’ to highlight the need for additional reform.”
With regard to the accounting implications of a floating
NAV, Fox explained, “Most treasury workstations built for
managing corporate cash do not have accounting systems
to track NAVs on each transfer into and out of money
market funds. Putting the systems issue aside, many treasurers would refrain from returning to money market
funds to avoid the significant time and effort required to
record the gains and losses on each investment and the
potential impact on quarterly earnings results.”
According to May 2012 data from the Investment
Company Institute, corporate treasurers with cash balances and other institutional investors invested up to
$900 billion, or approximately 65% of the assets, in
prime money market funds because they provide liquidity, flexibility, transparency, investment diversity, and
built-in credit analysis. There are no comparable investment alternatives available in the marketplace today,
according to Fox. Money market funds also represent a
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significant source of affordable, short-term financing for
many Main Street companies. Approximately 40% of all
corporate commercial paper in the marketplace is purchased by these funds, according to Fox.

Sharing Your IMA Life
Most IMA® members share a strong spirit of camaraderie.
What have your experiences as a member of IMA been
like? Do you have a story about them you’d like to share?
If so, please consider writing an IMA Life column that

Congress Unsheathes
Double-Edged Sword on
Corporate Pensions
The corporate pension changes Congress included in the
student loan bill passed at the end of June are a doubleedged sword. On one side, more corporate pension funds
are about to look more fully funded. On the other, companies will pay an additional $9 billion a year in fees.
Companies have been arguing that the low level of
interest rates on corporate bonds—which are used to
calculate pension liabilities—make too many pension
funds look unsteady. Congress changed the interest rate
calculation, and the Society of Actuaries estimated that
the number of large corporate plans more than 80%
funded will rise to 91% from the current 62%.
But the bill calls for increasing flat-rate premiums to
$42 per participant next year from $35, and then further
hikes in later years. “As much as we appreciate the inclusion of pension funding stabilization, we strongly
disagree with the decision to impose an additional
$9 billion in pension plan premium hikes,” says James A.
Klein, president of the American Benefits Council. “The
increase in insurance premiums paid to the Pension
Benefit Guaranty Corporation (PBGC) effectively acts as
a tax increase on companies that sponsor these plans for
their employees.”

NEWS

IMA Wants Your Input
More than two years ago, IMA® created a seven-member
Managerial Costing Conceptual Framework (MCCF)
Task Force to draft a conceptual framework for manage-
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will be published in Strategic Finance. You can be a student member, a young professional, in the midst of your
career, or retired. If you would like to write an IMA Life
article, please e-mail Kathy Williams at
kwilliams@imanet.org.

rial costing that would define practical principles and
concepts to improve cost modeling and decision support
inside organizations. The Task Force recently released an
exposure draft, “Conceptual Framework for Managerial
Costing,” and it would like IMA members and other
management accounting professionals to download the
document, read it carefully as it pertains to their organizations and the profession, and then submit any comments by August 31, 2012. You can find the exposure
draft and instructions for submitting comments at
http://bit.ly/Odf5sG.
This Conceptual Framework seeks to define the principles, concepts, and constraints for costing efforts that
support management decision making in an organization. The Task Force says the aim of the Conceptual
Framework is to assist management accountants and
financial professionals to design and compare costing
approaches in order to create cost information that
reflects the operations and economics of an organization
and helps it achieve its strategic objectives. It doesn’t
address the use of costing for financial accounting or
regulatory financial reporting purposes.
All the comments the Task Force receives will help it
define the final principles and concepts. For additional
background information, you can read “Why We Need a
Conceptual Framework for Managerial Costing” in the
October 2011 issue of Strategic Finance. Members of the
Task Force are Larry R. White (chair), B. Douglas Clinton, Anton van der Merwe, Gary Cokins, Chuck
Thomas, Ken Templin, and Jim Huntzinger. IMA expects
to publish a final MCCF later this year.

Mark Gold, ACCA senior
council member and former
global president, and Brian
McGuire, IMA Chair, formalize the parnership between
ACCA and IMA.

IMA NEWS
SPECIAL SECTION

Learning and
Knowledge
Sharing Radiate
at IMA’s
Conference
The theme of IMA’s 93rd Annual
Conference & Exposition was
“Achieve Brilliance,” and this year’s
sessions strove to a shine a light on
the path to continued professional
success. Accountants and financial
professionals from across the United
States and around the world attended the event, held June 23-27, 2012,
at the Mandalay Bay Resort & Casino in Las Vegas, Nev. The Conference featured dozens of educational
sessions, workshops, and networking
opportunities facilitated by prominent speakers in business and academia. Through them, participants
gained insight into the latest indus-

Steven R.M.
Covey stresses
the importance
of trust.

try standards and trends
and learned about new
strategies and techniques
to use on the job.
For example, Stephen
M.R. Covey, practice
leader at Franklin Covey’s
Global Speed of Trust
Practice, described why
and how trust is the number-one
leadership competency and how it
can become the greatest strength to
fuel strategic goals. Jonathan Pond,
public television host, discussed a
variety of important financial matters, including investing, planning
for a financially comfortable retirement, and thriving throughout your
retirement years. And Rick Harrison,
owner of the Gold & Silver Pawn
Shop and star of The History Channel’s “Pawn Stars” television show,
talked about his recipe for success
and described how a successful business is built from the combination of
three major components: honesty,
integrity, and passion.
In other sessions, speakers focused
on the international convergence of
accounting standards and strategies
for competing successfully in a global economic environment marked by
volatility, uncertainty, and ambiguity. Leslie F. Seidman, chairman of
the Financial Accounting Standards
Board (FASB), talked about the
FASB’s current priorities, providing

updates on its major projects and
discussing the impact they will have
on organizations. Teri List-Stoll,
treasurer and senior VP at Procter &
Gamble Co., spoke about the importance of establishing a learning culture in your organization. She
emphasized that technical mastery,
an important foundation for learning, must be complemented by a
leadership profile, emotional intelligence, and strong communication
skills in order to be successful.
Highlights and
Special Events
A key moment of the Conference
was the announcement of a global
strategic partnership between the
ACCA (Association of Chartered
Certified Accountants) and IMA.
The signing took place at the Annual
Meeting of Members and was formalized by Mark Gold, ACCA’s
senior council member and former
global president, and IMA Chair
Brian McGuire.
As it does every year, the Confer-
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Save the Date
Save the date for IMA’s 94th
Annual Conference & Exposition
to be held June 22-26, 2013, at
the Hilton New Orleans Riverside
in New Orleans, La.
We look forward to having you
join us next June in New Orleans,
where IMA will continue its tradition of bringing you the knowl-

(Left) SAFEA’s Zheng Jie accepts the Bulloch Award given to SAFEA
for its support and promotion of the CMA in China.
(Right) John Macaulay, IMA Chair for 2012–2013, takes the helm from
Brian McGuire, 2011–2012 IMA Chair.

ence provided numerous opportunities to celebrate and reward the
many distinguished IMA contributors at the Annual Dinner. Awards
were presented to chapters and individuals for their accomplishments
during the year, including the CMA®
Performance awards, the Lybrand
Awards for the best memberauthored articles published in
Strategic Finance and Management
Accounting Quarterly, and the winners from the Chapter Competition.
This year’s winners were Dubai-UAE
in the Stevenson Division and
Switzerland in the Warner Division,
with South Central Indiana winning
the Chair’s Award.

The CMA turns 40.
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The Bulloch Award, which goes to
organizations that have demonstrated notable support and promotion
of the CMA certification, was also
presented that night. This year it was
given to SAFEA, China’s State
Administration of Foreign Experts
Affairs. Zheng Jie, chief representative in SAFEA’s New York office, was
on hand to accept the award. The
dinner concluded with the inauguration of John Macaulay as IMA Chair
for 2012-2013.
Earlier in the week, the ICMA
commemorated the 40th anniversary
of the CMA with a grand Las Vegasstyle party. The raucous celebration
featured performances from celebrity impersonators of several Las Vegas
stalwarts, including Tina Turner,
Frank Sinatra, Dean Martin, and the
rest of the Rat Pack. The event was
kicked off with a brief welcome by
IMA Board of Regents Chair Rick
Thompson and Dennis Whitney,
ICMA senior VP, and special attendees included some of the very first
CMA exam takers. SF

edge, skills, and strategies that
help enhance your professional
success, create influence, and add
value to your organization.

Call for Sessions
IMA is currently seeking presenters and program ideas for the
2013 Conference, and we invite
you to share your ideas and
expertise by submitting through
our Call for Sessions. Multiple
submissions are welcome. For
more information, please visit
www.imaconference.org.
The deadline for submissions is
August 31, 2012.

Future
IMA Conferences
13th Annual Student Leadership
Conference
November 1-3, 2012, San Antonio,
Texas • Crowne Plaza San Antonio
Riverwalk

Exhibitor & Sponsor Roster
IMA thanks the following exhibitors and sponsors for their support of the 93rd Annual Conference & Exposition.

www.adaptiveplanning.com • (800) 303-6346

www.alightplanning.com • (530) 622-5485

www.imanet.org • (800) 638-4427

www.intacct.com • (877) 968-0600

www.ledgent.com • (866) 702-6670
www.aswa.org • (703) 506-3265

www.logica.net • (800) 930-8543
www.blackline.com • (877) 777-7750

www.marsh.com • (800) 448-3436
www.chessys.com • (410) 356-6805

www.netsuite.com • (650) 627-1000
www.dell.com/mpp/IMA • (800) 757-8442

www.epicor.com • (800) 999-1809

www.insightetools.com • (888) 531-5781

www.financialexecutives.org • (973) 765-1000

www.resourcesglobal.com • (800) 900-1131

www.finmint.com • (925) 679-5312

www.saudiaramco.com • (713) 432-4131

www.gleim.com • (800) 874-5346

www.smartpros.com • (914) 517-1121

www.hockinternational.com • (866) 807-4625

www.SurePayroll.com • (877) 956-7873

www.hostanalytics.com • (866) 391-4678

www.westernunion.com • (866) 953-9491

www.ibm.com/software/analytics • (800) 426-4968

www.wiley.com • (877) 762-2974
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