ACCT 5341 Quiz for Week 10

_____________________________












Please Print Name

Review Questions from Chapter 4 of Managing Financial Risk

(Circle the best answer.)

10.  What does SFAS 115 require for the annual reporting of restricted common stock issuances such as Times Mirror’s issuance of Series C Convertible Preferred Stock of Netscape Communications Corporation?












11. Why did Times Mirror elect to issue the premium equity participating securities and how did this PEPS issuance meet the Times Mirror objectives?

















12. What did the entity theory (1922) expounded by Bill Paton (a famous and outspoken accounting theorist from the University of Michigan) and the Modigiliani and Miller model (1958 capital structure theory) have in common?















13. According to Myrtle Clark, how important is the distinction of debt versus equity in financial reporting?  Include the importance of tax options in your answer.
















14. Myrtle Clark on Page 684 of your textbook reports that financial economics literature concludes that “options on an enterprise’s won stock are liabilities.”  In Dr. Specht's auditing class, you studied current Microsoft Corporation financial reports.  How do you think these reports will have to be improved to meet SFAS 123?  











