ACTG 4610   Fall 2008

Financial Accounting & Reporting for MBAs


DANIELS COLLEGE OF BUSINESS MISSION STATEMENT

The mission of the Daniels College of Business and the School of Accountancy is to foster Enlightened Practice, Professional Achievement and a Commitment to Community among those engaged in management and the business professions.

As an institution that emphasizes the scholarship of teaching, our mission is achieved through programs that recognize the diversity of a global economy and embrace:

· Knowledge and technical ability

· Interpersonal skills and intercultural understanding

· Ethically based leadership and social responsibility

Our mission is represented through the icon:


FALL 2008

ACTG 4610  Financial Accounting for MBAs
	Meeting Time and Place:  

Section 1     (CRN 3406):  M/W       4:00-5:50PM      
Section 3     (CRN 3408):  M/W       2:00-3:50PM      
Section 101 (CRN 4255):  Sat.        8:00-11:50AM      


Professor:         John White PhD, CPA.CITP, CISA
Office:  Daniels 356, in the School of Accountancy Suite on 3rd floor

Office Hours:   M/W 12:30-1:30PM
                        M/W   6:00-7:00PM
                        Sat   12:00-12:30PM
                        or by appointment
Email:  john.white@du.edu
Daniels College of Business Code of Academic Integrity
All students need to read and follow these expectations: http://www.dcb.du.edu/enet/policy/index.html
Official Communications
The standard method of communicating official information from the Daniels College of Business to its students is the University’s electronic mail (e-mail) system. Private e-mail accounts will not be accepted as appropriate e-mail addresses. Students may set up their University e-mail account so that messages are forwarded to another account automatically.  Instructions about forwarding messages are available on the University website at http://www.du.edu/uts/policies/index.html.

Students with Disabilities

If you have a disability protected under the Americans with Disabilities Act (ADA) and Section 504 of the Rehabilitation Act and need to request accommodations, please speak with the instructor privately and schedule an appointment with the Disability Services Program (DSP).  DSP is located in The Center below the bookstore in Driscoll South – phone 303-871-2455.

Performance Assessment

The Daniels College of Business may use assessment tools in this course and other courses for evaluation. Educational Assessment is defined as the systematic collection, interpretation, and use of information about student characteristics, educational environments, learning outcomes and client satisfaction to improve program effectiveness, student performance and professional success.

	Required Course Materials
· Financial Accounting for MBAs (3rd ed.), Easton, Wild, Halsey, McAnally, Cambridge Business Publishers
· Blackboard:  Postings supply electronic course materials and announcements.

· Materials distributed in class and other materials as assigned




Course Description:

ACTG 4610 covers the topic of Financial Accounting and Reporting as it is used in the management of a business operated “For-Profit”.

The course outcome is the skill to read, analyze, interpret, and prepare the four major financial statements, to be applied by manager of a business firm as part of the firm’s financial management and strategy.  You will continue (first introduced to you in the pre-course material) to identify, analyze, and record the major classifications of business/economic transactions and use the summary in preparing the four major financial statements reported by business enterprises.  Using detailed inspection and analysis of financial assets, liabilities, equities, revenues, expenses, and cash flows, this course will focus on how the top officers and managers of the firm use financial accounting information to manage the firm.

The individual learning outcomes of the course are the skills to:

· Identify financial transactions and events significant to the firm

· Record (or not) the accounting results of these transactions as increases or decreases in assets, liabilities, equities, revenues, expenses, and cash flows

· Prepare the four financial statements issued by companies to external parties such as shareholders, creditors, and government agencies, e.g., the Securities and Exchange Commission (SEC), from a list of the firm’s assets, liabilities, equities, revenues, expenses, and cash flows

· List and describe/discuss/explain the purpose of each of the four major financial statements which are prepared for external parties, using the vocabulary of accounting and finance

· Recognize and discuss major accounting policies of business firms and their financial statement implications

· Understand, at the MBA level, the basic generally accepted accounting principles (GAAP) that are applicable to the financial statements prepared and published by business enterprises

· Read and analyze financial statements and then use this information in setting or modifying the strategic plans of a firm

In general, you can expect this course to require a great deal of your time to understand and master the concepts of financial accounting.  A mastery of accounting is a necessary step in the mastery of finance.  Do not fool yourself into thinking that you can glide along in this course, sometimes doing the assignments, sometimes not, and then performing well on the examination by “cramming” a couple of days before the exam.  Prepare yourself and your schedule for an intense 10 weeks of academic activity at the graduate school level.

The developmental (affective) outcome of the course (beyond grey pinstripes) is to:
· Value the opportunity to behave ethically in the management of a business enterprise by preparing and reporting financial information to those outside the firm in an “accurate” and transparent manner.  Question to be answered: What does “accurate” mean?
· Support public policy that (1) insures racial/gender/sexual freedom and justice and (2) promotes environmental standards, by creating and managing a “profitable” business.  A profitable business pays 30-40% of its profit (before tax) as income taxes to Federal and State governments; tax receipts by our governments support public policy by paying for them.  The more profitable a business is, the more taxes it will pay, and therefore the more resources our government will have to carry out its policies.
The perspective of the course is at all times that of the User, rather than the Preparer of, financial statements.  You will, however, learn the basic method of preparing financial statements.

PRE-COURSE BODY-OF-KNOWLEDGE
The instructor of this course assumes that you have the following accounting knowledge and skills learned at the introductory level in the MBA accounting pre-course:

· Identify the purpose and content of the balance sheet. Explain the meaning of assets, liabilities, and stockholders’ equity. 

· Identify the purpose and content of the income statement. Explain the meaning of revenues and how/why they are usually recognized independently of the related cash inflows. Explain the meaning of expenses and how/why they are usually recognized independently of the related cash outflows. 

· Identify the purpose and content of the cash flow statement. Explain the differences between operating, investing, and financing activities as it applies to cash flows

· Analyze the effects of basic transactions and investment/financial/operating events on the three above listed financial statements using the accounting equation format and record them in the appropriate accounting records and accounts

· Prepare the two following financial statements using the accounting records that summarize transactions and events you have recorded:

· a balance sheet

· an income statement

· Explain the relationships among the balance sheet, the income statement, and the statement of cash flow. For example, if a transaction amount changes, can you trace the effects through all three of these financial statements?
The suggested pre-course readings and exercises (problems to work) for this accounting body-of-knowledge are Chapters 1-3 from Bazley: Financial Accounting: Concepts and Uses, which are posted on the Daniels portfolio web site under the accounting pre-course materials.  Go to http://portfolio.daniels.du and login to find these materials.  You will also find these readings and problem solutions posted on the course BlackBoard web site.  Primers 1,2 and 3, which are reading assignments for the first week of the course, are also useful for pre-course learning and they are also posted on Blackboard, as is Class Exercise #1 which is a good example of analyzing and recording financial transactions and preparing financial statements from the results.  Suggested questions and exercises for Bazley to answer are:
· Chapter 1: – 24, 46, 47

· Chapter 2: – 2-8, 21, 34, 47, 48

· Chapter 3: - 1-6, 20

At the end of the 1st class period (Monday 9/08/08) of ACTG 4610, you will be required to take a multiple-choice qualifying exam that covers the accounting pre-course body-of-knowledge and that exam will be considered as quiz #1 (see information about 4610 quizzes later in this syllabus) in this course.  A grade of 80% or more on this exam is passing and will allow you to take (stay in) ACTG 4610 with out further remedial work.  A grade of 59% or below on the exam will require you to withdraw from the 4610 course and take it in a later quarter after re-taking the exam and scoring 80% or better.  A grade of 60-79% will require remedial work on the above topics and allow you to retake the exam (out of class) the following week.  Grades for the first exam will be available on Blackboard by 2:00 PM Tuesday 9/09/07.  If you score 60-79% on the first try, but are below 80% on the second try, you will be required to drop the ACTG 4610 class immediately and take it during a later quarter after you have scored 80% on a subsequent re-take.

TOPIC PRIMERS WRITTEN BY THE INSTRUCTOR

Nine primers on specific topics of financial accounting and reporting have been written by the instructor and are posted on Blackboard.  These primers have been assigned along with textbook readings on certain dates.  Be sure to read and comprehend these primers as they are intended to clarify your understanding of the topics.  They are NOT intended to be read as an alternative to the textbook reading, but in addition to and to clarify the textbook.  It will be assumed by the instructor that you have read the textbook assignment and primer before the class date it is assigned, and NOT after the class lecture on that subject, i.e., you understand the content of the primer and/or you bring questions to class concerning what you do not understand.  Primers 1,2, and 3 are to be read before the 1st class period.
The topics of the nine primers are as follows:

1. Business economics and the activities of a “for profit” business firm

2. The Income Statement

3. The Balance Sheet

4. The Statement of Cash Flows

5. Deferred Income Taxes

6. Property, Plant, & Equipment; Depreciation/Depletion/Amortization; Asset Impairment
7. Comprehensive Income & Accumulated Other Comprehensive Income

8. Time Value of Money and Corporate Bond Accounting and Valuation

9. Leases
FINANCIAL STATEMENT ANALYSIS PROJECT

You will have two assignments or mini-projects requiring you to read, analyze, interpret, and report on an annual report of a company of your.  You may choose the company (annual reports) you prefer, but you must OK your choice with Dr. White before proceeding by e-mailing him the following information about your choice and a major competitor of your chosen company:       (1) name of the chosen company, (2) year of the annual reports, (3) $ amount of total assets,     (4) $ amount of total revenues, (5) stock exchange where traded.  You must also choose an appropriate major competitor company of the primary company and also send the same information about the competitor to Dr. White.  In general the instructor will not approve companies that have negative profits (i.e., have an income statement loss for the year) or companies that have special accounting principles not covered in this course such as financial institutions, construction companies, REITs, Investment companies (mutual funds), etc.  Service only firms (i.e., do not sell products) are also not acceptable; if you are not sure if the company is a service only company, then it probably is.  All companies and competitors chosen for the project must be approved by Dr. White before you start.  Certain types of companies will not be allowed, as explained above and as explained in more detail in a separate project specification document.

GRADING INFORMATION:

· Final grades in the course will be determined by the following weights and points:

· Quizzes (4)



5%, 5%, 5%, 5%
200 points

· Annual report projects (2)

20%, 20%

400 points

· Exams (2)



20%, 20%

400 points

· Examinations and quizzes will be during class time and will cover both theory and practice.  The theoretical aspects of financial accounting are found in the recent reading assignments from the textbook, lectures and class discussions (your notes), and in the various course documents (PPTs, Primers, etc.) posted on Blackboard.  Practice questions (with some numerical calculations) come from class discussions and recommended questions-exercises-problems in the textbook and annual reports, and from class exercises and examples given to you by the instructor.  The primary format of answers to theory questions will be multiple choice and short essay, perhaps with simple numerical calculations.  The practice questions will be problem oriented and will mimic your recommended problems and/or in-class exercises worked by the instructor or the examples in the textbook.  Practice questions will require more detailed and complicated numerical calculations.

· The second exam (“the final exam”) will be given at the university scheduled final exam time in our regular classroom.  This exam will not be given early, or at any other time, so plan to take it in class on that date or receive a “0” on the exam.  University policy states that the exam will be taken by the student at the official exam time and not “taken early” because of travel plans.

· Dr. White will discuss in class and post on Blackboard a study guide for both exams the week before the exam is scheduled

· Make up exams will not be given; you may take the first exam early if you cannot attend class and proper arrangements are made with Dr. White.  If you miss an exam without notifying Dr. White beforehand and without making arrangements to take the exam early, you will receive a “0” for the exam grade.

· Four (4) “Short Quizzes” of approximately 25 minutes duration will count 50 points each.  If you miss a short quiz, you cannot make it up.  There will be no exceptions to this course policy, so please do not ask.  Quiz #1 is the pre-course assessment test and will be given on Wednesday 9/10/2008 and have a duration of approximately 0.5 hour.
· This course does not provide for any type of “extra credit” assignments to help you raise your grade average.  Your grade will be solely determined on the total points out of 1000 possible points you accumulate from your scores on various quizzes, exams, and projects.
· Point ranges for final grades
GRADING SCALE 

	% Range
	Final Grade

	940 - 1000 
	A

	900 - 939
	A-

	880 - 899
	B+

	820 - 879
	B

	800 - 819
	B-

	780 - 799
	C+

	720 – 779
	C

	700 – 719
	C-

	680 – 699
	D+

	620 – 679
	D

	600 – 619
	D-

	Less Than 600
	F


Scores are rounded to the nearest tenth of a point, before a letter grade is given.  .05 is rounded up.

Table 1 – ACTG 4610 Class Modules

	Week of


	Chap
in
Textbook
	PowerPoint

Primers

Class Exercise
	Quiz

Exam

Project
	Financial

Ratio
	End-of-Chapter

Assignment

	Sept. 8th
	1, 2

Appendix 1A & 1B
Appendix 2A
	Instructor PPT: 1

Primer: 1-2-3

Class Exercise 1 & 2
	Pre-course

Test (quiz 1)

In 1st class
	ROA; NPM; GPM
ATO
	Q1: all;  Q2: all
Ex: 1-28,30,31,34,38; 2-32,33
Prob: 1-44;  2-39,43

	Sept. 15th
	3;  4

Appendix 4A
	Instructor PPT: 2
Primer: 4
	None
	CR; QR, ROE
D/E
	Q3-1,3,5,7,9,10;  Q4: all
Ex: 3-26,31;  4-28,30
Prob: 3-39,41;  4-38

	Sept. 22nd
	5


	Primer: 5
	Quiz 2
	EBIT; EBITDA
	Q5: all;  Ex: 22,23,26,27,31
Prob: 33,34

	Sept. 29th
	6 (pg 1-25)

	
	
	ARTO; InvTO
	Q6: 1-6;  Ex: 22,23,24,27-30
Prob: 39,41

	Oct. 6th
	6 (pg 26-36)
	Primer 6
	Project 1 (1st)

Exam 1 (2nd)
	ATO
	Q6: 7-11;  Ex: 34-37
Prob: 43

	Oct. 13th
	7

Appendix 7A,7B,7C
	Primer 7
	None
	
	Q7: all
Ex: 21,26,28,31,34,36,37

	Oct. 20th
	7

Appendix 7A,7B,7C
	
	Quiz 3

	
	Prob: 39,40

	Oct. 27th
	8
Appendix 8A
	Primer: 8
	
	DEBT, D/E
	Q8: all;  Ex: 23,24,26,31,33
Prob: 37

	Nov. 3rd
	9
	Primer: 9
	Quiz 4
	EPS again
	Q9: all;  Ex: 36,39,43,44,46
Prob: 53

	Nov. 10th
	10
	
	None
	
	Q10: all;  Ex: 19,20,22,26,27
Prob: none

	Final Exam
Period
	
	
	Project 2

Exam 2
	
	


Financial Ratio Acronym Definitions

	NPM = Net Profit Margin
	CL = Current Liabilities
	OCF = Operating Cash Flow
	CR = current ratio

	GPM = Gross Profit Margin
	CAPX = Capital Expenditures
	PE = Price to Earnings
	QR = quick ratio aka acid test ratio

	ROA = Return on Total Assets
	ROE = Return on Equity
	InvTO = Inventory Turnover
	DP = Dividend Payout

	ATO = Asset Turnover
	EPS = Earnings Per Share
	ARTO = Accounts Receivable Turnover
	DY = Dividend Yield

	EBIT = Earnings before Interest and Taxes
	EBITDA = Earnings before Interest, Tax, Deprec & Amortiz
	TIE = Times Interest Earned
	DEBT = debt ratio

D/E = debt to equity ratio

	
	
	
	D/E = Debt to Equity
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