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VOTRE LIEN AVEC CE QUI COMPTE — CONNECTS YOU TO WHAT MATTERS

ADM4342B
Accounting Theory
First Quiz
October 5, 2017

Instructor: B. La Rochelle, Ph.D., C.P.A
Duration: 70 minutes
Value: 15% of your final grade

Note to students: This is a closed-book quiz, containing 4 questions, worth 35

marks in total. Apart from sundry writing materials (pens, pencils and the like),
no examination aids are permitted

NAME:

STUDENT #:

Statement of Academic Integrity

The School of Management does not condone academic fraud, an act by a
student that may result in a false academic evaluation of that student or of
another student. Without limiting the generality of this definition, academic
fraud occurs when a student commits any of the following offences:
plagiarism or cheating of any kind, use of books, notes, mathematical
tables, dictionaries or other study aid unless an explicit written note to the
contrary appears on the quiz, to have in his/her possession cameras, radios
(radios with head sets), tape recorders, pagers, cell phones, or any other
communication device which has not been previously authorized in writing.

Statement to be signed by the student:

| have read the text on academic integrity and | pledge not to have
committed or attempted to commit academic fraud in this quiz.

Signed:

Note: A quiz without this signed statement will not be graded and will
receive a grade of zero.




Question 1

“A research paradigm is restrictive, but necessary, if knowledge is to develop. A
particular difficulty occurs when first principles remain unquestioned.”

Required (8 marks)
Discuss the foregoing sentiment.
Question 2

In March, 2004, the FASB issued an exposure draft of a standard, by which it
was proposed that the value of employee stock options would need to be
expensed. An exposure draft is a proposal for a new standard, circulated to the
public beforehand, The proposal faced powerful opponents. These included
large corporations like Texas Instruments, Cisco Systems, Intel Corporation and
Sun Microsystems. All used employee stock options extensively as a form of
executive compensation.

Responding to industry concerns, various bills, or legislative initiatives, were
proposed by various members of the U.S. Congress, with a view to either
overriding or limiting the effect of the proposed standard. For example, under
one such bill, the expensing of employee stock options would have been limited
to the five more senior officers of a corporation.

By early 2004, around the same time as the FASB proposal, the Boards of
Directors of almost 500 U.S. corporations had voluntarily decided to immediately
expense the value of employee stock options.

Required (10 marks):

Based on the course material to date, discuss the issues raised by the foregoing.



Question 3

In March, 2004, Canadian Superior Energy Inc. held a conference call
concerning the abandonment of a major exploration well off the coast of Nova
Scotia. Previously, the company had issued favourable news releases about the
well.

The company’s Chief Executive Officer explained that the well was a success,
but that the corporate business partner of Canadian Superior Energy, El Paso
Corp., had decided not to invest more money into it. The Chief Executive Officer
advised that he was optimistic that a new partner could be found, but declined to
answer any questions from participants in the conference call.

Immediately following these events, the shares of Canadian Superior Energy lost
half their value.

Required (7 marks):

Based on the course material to date, discuss the issues raised by the foregoing.
Question 4

Management of a foreign company plans to crosslist the company’s shares on a
U.S. securities exchange. The company currently uses local GAAP. Before
applying for crosslisting, management plans to switch its current and future
financial statements to IASB GAAP for reporting in both its home country and in
the United States The company is based in a country with strong institutional
structures.

Required (10 marks):

Based on the course material to date, discuss the issues raised by the foregoing.
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