Copyright of the American Accounting Association.  This is posted with the permission of the AAA and further distribution is prohibited.  More recent articles are available at the AAA digital library at http://aaajournals.org/

[bookmark: _GoBack][image: ]
image1.png
ac.els-cdncom/S074 x (@] insideND
€ - X [[) webaebscohost.comproxylibrary.nd.edu/ehost/pdfviewer/pdfviewerZsid=e7d879c9-eb77-4f7c-95f1-01849fc05883%40sessionmgra004&vid=18&hid=4201

«ResultList  Refine Search

Source: Issues in Accounting
Education

Date: September 1, 1989

Inside this work

~ Full Text Contents

156-10/11-15 »

Toward a Model of Ac. 300
The Effect of Final 321
Environmental Comple.. 345
Instructional Case: 359
The Effect of Far V. 375
~ lustrations

~ Choose Another Issue
S

1080
Vol 4 Issue 2 -Fallgg
Vol 4 Issue 1 - Spring8d

1088

Download PDF

x ¥ @ Online Photo 2.0

% Y ( OneSearch - Michian= x Y Q Browselssue - ProQue x Y @ FindText @ NotreDan X J ) Instructional Case: Be:

nin @ Fold

Waiting for content.ebscohost.com.proxy library.nd.edu.

Loading

Instructional Case: Bedington Federal Savings.

P ———
Ve T
R

INSTRUCTIONAL RESOURCES

Instructional Case: Bedlington
Federal Savings

Kenneth A. Merchant

IN April 1989, William (Bill) Cole,
president of Bedlington Federal Savings

and, ironically, make some more high
‘yielding loans which have caused part

(BedFed) spoke about the challenges his ~ ©f our problem. In taking these steps,

bank was facing in the short-term:

Were in a bit of a bind right now.
There's no question but that we're go-
ing to have to recognize some major
losses on some loans that have gone
bad. We've also got to deal with this
accounting rule change [FAS No. 911
that requires us to defer our loan
origination fee income. That's going.
to cost usseveral million dollars in in-
come this year alone, and the change
«comes at a time when we are least
able to make up for the income loss.
‘Adding urgency to the problem, there
are signs that a corporate raider has
targeted us for a takeover. To protect
the independence of the entity, we've
80t to find ways to increase our stock
price quickly.

Unfortunately, what we will have to
do to get out of this bind will not be
particularly pleasant. We can imple-
ment some takeover defenses, but
they are ot totally effective. Our
best protection is to get our earnings
up. To do so, we may have to make
some deep expense cuts, trim our re-
serves, sell some of our good loans,

we will probably be sacrificing some
longer-term performance. We believe,
however, that our shareholders and
employees will be better served if
BedFed remains independent.

Bill called for an April 24 meeting
of the BedFed Management Committee
(comprised of the bank's senior man-

Kenneth A. Merchant is Asso-
ciate Professor at Harvard Univer-
sity Graduate School of Business
Administration.

This case was prepared with the sup-
port of the American Accounting Associa-
tion Committee on Professionalism and
Ethics. The author wishes to acknowledge
the helpful comments of Mary Gentile and
Ray Stephens. This case is based on knowl-
edge of actual company situations, but the
facts have been disguised, and any resem-
blance to actual people or events is unin-
tentional.
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