RESEARCH ARTICLE | SEPTEMBER 011999

Innovation in Preferred Stock: Current Developments and
Implications for Financial Reporting ¥

Peter J. Frischmann, Assistant Professor; Paul D. Kimmel, Associate Professor; Terry D. Warfield, Associate Professor

+ Author & Article Information
Accounting Horizons (1999) 13 (3): 201-218.

https://doi.org/10.2308/acch.1999.13.3.201

Share v Tools v Cite

In this paper we investigate a significant innovation in preferred stock securities issued over the
1993-1996 period. We document trends in preferred stock use which indicate that the
introduction of a preferred stock variant, trust preferred securities (TPS), is changing the
landscape of corporate balance sheets with an increasing number of companies reporting
securities in the “mezzanine” section of the balance sheet (between equity and debt). Referred
to by many as the “Holy Grail” of financial instruments, TPS are treated as debt for tax
purposes, but not for financial reporting or debt-rating purposes. Since their introduction in late
1993, they have quickly become the primary variant of new preferred stock issues, representing
the majority of all new issues of preferred stock. We (1) document this trend in preferred stock
issues, (2) discuss the resulting financial reporting effects of this new security, (3) identify the
motivations for this trend and (4) evaluate a new FASB proposal that addresses these and
other redeemable preferred securities.

This content is only available via PDF.

American Accounting Association
You do not currently have access to this content.

Sign in

Don't already have an account? Register

Member Login

Skip to Main Content


javascript:;
https://doi.org/10.2308/acch.1999.13.3.201
https://my.aaahq.org/Security/Sign-In?returnurl=https%3A%2F%2Fpublications.aaahq.org%2FExternalLoginResponse.ashx%3FelpId%3D3&RelayState=https%3a%2f%2fpublications.aaahq.org%2f
https://publications.aaahq.org/ExternalLoginProvider/ExternalLoginRequest?elpId=3
javascript:;
javascript:;
javascript:;
javascript:;
javascript:;
javascript:;

Pay-Per-View Access
$25.00
AAA Members: Please log in for free access to content. Note, Teaching Notes are a full
member benefit and are not available to student members.

v Buy This Article

View Metrics

Citing Articles Via

Google Scholar
CrossRef (9)

g Email Alerts

Article Activity Alert
Publish Ahead of Print Alert

New Issue Alert

American
Accounting
V Association
Thought Leaders in
Accounting

Print ISSN: 0888-7993 Online ISSN: 1558-7975
Skip to Main Content

Information for Authors


https://aaahq.org/Research/Information-For-Scholars
https://www.altmetric.com/details.php?domain=publications.aaahq.org&doi=10.2308%2Facch.1999.13.3.201
javascript:;
http://scholar.google.com/scholar?q=link:https%3A%2F%2Fpublications.aaahq.org%2Faccounting-horizons%2Farticle%2F13%2F3%2F201%2F1625
https://publications.aaahq.org/accounting-horizons/crossref-citedby/1625
javascript:;
javascript:;
javascript:;
https://publications.aaahq.org/store/add/1625/3

Authorship Policy
Plagiarism Policy

Data Integrity Policy

Citing Corrected Articles Policy
Minimizing Overlapping Decision Rights Policy

Prior Publication Policy

v American
Accounting
Association

%) (i) (8

Cookie Policy Accessibility Terms & Conditions Get Adobe Acrobat Reader
© Copyright 1998 - 2025 American Accounting Association. All rights reserved.


https://publications.aaahq.org/DocumentLibrary/AAA/Authorship.pdf
https://publications.aaahq.org/DocumentLibrary/AAA/Citing.pdf
https://publications.aaahq.org/DocumentLibrary/AAA/Data-Integrity.pdf
https://publications.aaahq.org/DocumentLibrary/AAA/Decision-Rights.pdf
https://publications.aaahq.org/DocumentLibrary/AAA/Plagiarism-Policy.pdf
https://publications.aaahq.org/DocumentLibrary/AAA/Prior-Publication.pdf
https://twitter.com/aaahq?ref_src=twsrc%5Egoogle%7Ctwcamp%5Eserp%7Ctwgr%5Eauthor
https://www.linkedin.com/company/american-accounting-association
https://www.facebook.com/aaahq.org/

