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S a t v i n g  t h e  F i n a n c i a l  S e t v i c e s  l n d u s t t y  

1801 l\, larket Street. Suite 300 . Philadelphia,PA 19103-1628 
215-446-4001 . Fax 215-446-4008 
e-mail:kblakely@rmahq.org 

December18,2008 

Ms. Florence E. Harmon

ActingSecretarySecuritiesand Exchange Commission

100 F Street, NE

Washington,DC 20549-1090


Re:SEC Study of Mark-to-MarketAccounting,File No. 4-573 

Dear Ms. Harmon: 

KEVINM. BLAKELY 
President& CEO 
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The Risk Management Association(RMA) is a financial seffices industryassociationdedicated to 
the advancement of sound risk management practices. RMA is nearly 100 yearsold and 
represents approximately 3,000 institutionaland 20,000 individual members. I-argely domiciled 
in Norlh America, we alsohave members throughout the world. 

As we have watched the capital marketsmeltdown during the pasttwo years,we have closely 
monitored the role of accounting practices as a potentialcontributingfactor. We haveheard much 
feedback from our membership on FAS 157pertainingto fair value accounting. Accordingly, we 
would like to provide input to the SEC as it considers what, if any, changes to make to this guidance. 

RMA is not opposedto the practiceof fair value treatment. We believe it is an important element 
of financial statement transparency for investors, depositors and regulators. That said,we do feel 
thereare areas where its application could be enhanced. Specifically, we encourage the SEC to 
consider the following with regard to securitiesowned with no current intent to sell: 

. Segregateimpairment values between permanent,credit-related charges and temporary, 
market-drivenimpairments. The former is already guided undet FAS 114 and is an 
establishedpracticein the financial services industry. FAS 114 recognizes the known loss 
contentfrom a credit perspective. This impairment is driven by discounting of cash flows 
and recognized by a charge against current eamings. 

r Differencesbetween the perrnanent(credit-driven)loss and the estimated value calculated 
under FAS 115 would determine the temporary impairment driven by market forces. Such 
temporaryimpairments would be recognizedin other comprehensive income until the 
underlyingsecurityis sold or matures. 

RMA believes this approach has multiple benefits. 

o 	 Italigns FAS 114 andFAS 115 by eliminating disparate treatmeiitof cash flows between 
loans on a stand-alone basisandloans held within a security. 

It recognizesthe reality of permanent credit-driven impairment and the possibility of 
temporarymarket-driven impairment. Investors and other interested parties would be able 



to differentiate betweenthetwo, enhancingtheir understandingofthe firm's financial 

statements. Further, it will enhance comparability of valuations between competing fi(ms. 

o It achieves accountingtransparencysoughtunderFAS 157 by the SEC while avoiding 

issues related to the regulatorycapitalbanks must maintain. This, in tum, may: assist in 

reducingthe pro-cyclicality of FAS 115 and FAS 157;provideprotection for existing 

shareholderswho might be diluted throughunnecessarycapitalraising activities,and;give 

banks a greater level of confidence in their capital structues from which credit granting 

activity adses. 

We appreciate the opportunity to comment on this important matter and encouragethe SEC to 

give our recommendations favorableconsideration. 

Sincerelv. 

f*,'/ry
KevinM. Blakely 
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