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Financial Accounting Question 2
Mark to Market Accounting
Mark to market accounting is a process that is used to value assets by how much they would sell under the current market conditions (Bierman, 2008). The mark to market method of accounting does not take into consideration the original purchasing price of the asset when determining the valuation. 
Enron Corporation was one of the major Wall Street darling with shares worth 90.75 dollars but collapsed to 0.67 dollars in January 2002 due to bankruptcy. The collapse of Enron began in the fall of 2000 whereby the CEO of the company known as Jeffrey Skilling had a way of not disclosing the financial losses of the company in trade and all other operations by use of the mark to market accounting. The management would ensure that the company would build an asset, for example, machinery and immediately they would claim the projected profit on the books of account even though the asset had not made a dime. If the revenue realized from the plant was less than what they had projected, the company transferred the asset to an off the books company where the amount of loss would fail to be reported. Therefore, Enron had the ability to write off losses. The use of the mark to market accounting led to schemes designed to hide the company losses and make it appear to be making profits.
Mark to market accounting is still a legitimate method of valuing assets, and in 2008 the SEC and the Financial Accounting Standards Board proposed an accounting rule that has been used to regulate the use of the mark to market accounting by companies on assets that have no active market (Árvai & Heenan, 2008).
In conclusion, the mark to market accounting is not a bad method since there are several times when marking asset to the market makes the books of account in a company more accurate as compared to when one leaves them at cost. 
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