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Why Might Accounting Methods Matter?

» Previously, firms would often pay higher premiums,
spend substantial amounts to obtain pooling
treatment vs. purchase, or refuse transactions if
they could not obtain pooling treatment

* Why might pooling vs. purchase matter even if it
has no impact on CF??

— If accounting data matters to market valuation,
independently of cash flows
+ Generally, the accounting literature finds that accounting
differences which are well understood do not have price impacts
— Bond indentures may use accounting data

- g/lanagement compensation may be tied to accounting
ata
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