University of Colorado Denver 
The Business School
BUSN6550 - Tuesday, Thursday 1:00-3:40
Fall 2008
Instructor:
Dr. Ann Martin

Office:

227 CU-Denver Building

Phone:            303-556-5827

FAX: 303-556-5899

E-mail:

L.ANN.MARTIN@CUDENVER.EDU

Text:  Financial & Managerial Accounting for MBAs: Easton, Halsey, McAnally and Hartgraves.  Cambridge Business Publishers, First Edition.
Course description and objectives:   BUSN6550 is designed to help you develop skills in reading, understanding, and analyzing financial statements and to make you aware of both the benefits and the limitations of the information contained in the financial statements.  In addition, the course will help you understand the effect of management decisions on these financial statements and how investors and creditors might react to the results of the decisions. 
The exposure of serious accounting issues in companies of all sizes and in all industries around the globe has highlighted the need for everyone to understand the accounting process and the effects of management decisions on the firm’s financial position regardless of your particular position in the firm.  If you are an accountant, you need to be fully aware of the legitimacy and credibility of the firm’s accounting procedures within the official guidance of the accounting profession.  You also need to know what is being asked of you by management and you need to have a strong awareness of your own moral and ethical framework if or when you are asked to do something that you feel is “pushing the envelop.”  We will talk about the ethics of accounting from the accountant’s point of view throughout the course.  If you are in management, you need to know all the financial ramifications of decisions you make both within your area and as part of the management team; if you ask the accountants to report information in a certain way, you need to know exactly what you are asking them to do and the complete effect of that request. You too need to have a strong awareness of your own moral and ethical stance on questionable issues.  Thus we will also talk about the ethics of management decisions with respect to accounting decisions through the course as well. The decisions that you make as part of the management team have implications not only for the firm you manage, but for its employees, its suppliers, its customers, its investors, its lenders and regulators as well.  If you are reading financial statements as an investor or lender, you need to know enough to ask the right questions about the firm’s activities and to be able to judge the credibility of the answers you find.  
The financial statements produced by accountants contain information that is used internally by management and externally by investors and creditors.  This course focuses on financial accounting, the label usually given to the set of financial statements and accompanying footnotes that are provided to investors, creditors and other interested parties outside the firm.  Most firms present the information for external use in a fairly traditional format, using the Income Statement to present the results of operations, the Balance Sheet to present the firm’s financial position and the Statement of Cash Flows to provide information as to where the cash came from and where it went.  The footnotes that follow the financial statements provide added information about the numbers seen on the face of these statements and are considered a vital part of the information provided. 
The financial information recorded by accountants for external users is reported using Generally Accepted Accounting Principles (GAAP) in an effort to provide consistency across time and comparability across firms.  This consistency enables readers to make decisions as to how to allocate their scarce economic resources; however, because GAAP permits choices for both timing and valuation of items in the financial statements, not all firms make the same choices in preparing the numbers they report.  In addition not all firms choose to disclose the same amount of information in the footnotes.  Thus two firms who "look about the same size and seem to operate in a similar manner" may have financial statements that look vastly different.  Therefore, the ability to understand and use the financial statements as a source of information on which to base investment, lending or even employment decisions is dependent on your ability to interpret those statements. 
As an additional issue, the Securities and Exchange Commission (SEC) is now preparing to allow US firms to use International Financial Reporting Standards (IFRS) in putting financial statements together.  The likelihood of the SEC mandating the use of the IRFSs within the next five to ten years is high.  I hope to make you aware of some of the main issues that will come up as the US transitions to IFRSs which are based on principles rather than rules.  There will be a sacrifice of investors’ ability to compare domestic firms’ financial statements in the short term for the ability to compare the financial statements of firms from anywhere in the world for investment potential.  
Course conduct:
This course is most successful for all of us when there is a lot of class discussion at each session.  I expect each of you to be prepared for the class topics as a matter of course.  In addition, and perhaps more importantly, I expect you to be able to think critically and analytically about the subject at hand, and to communicate your thoughts during class in a coherent, clear manner.  
With the continuous stream of emerging concerns about accounting appearing in the public press, it is likely that a portion of each class will be spent discussing the whys and wherefores of the newest issues.  I feel this is a beneficial learning experience and urge you all to bring articles and questions to class.  Whereas we cannot spend unlimited time in discussion, we can certainly learn from thinking together about some of them.  I use the term “we” because I certainly don’t have all the answers – the challenge of thinking about this problem is a group responsibility and the results can be stimulating to and beneficial to us all. Discussing articles from the current popular press, business periodicals, or other outside sources is a good way to see how the text book concepts apply to the real world - and I assure you, they do apply.  In addition, there is a continuous stream of new official guidance that is changing the way accountants have reported financial information; this new guidance will be confusing to all involved so it is a bonus if you all can begin to understand the “old”, the “new”, and the effect of the change. Ask questions when you don't understand something - we all benefit from pushing the envelop of understanding and certainly no one benefits if a concept is not well understood.  I hope to encourage the expression of diverse opinions about how to treat the issues we cover that can be presented and/or challenged in a non-threatening atmosphere of mutual respect.

Any graduate course “works” best when there is a lot of interaction.  I am aware that some of you have quite a bit of financial/accounting background and some of you have very little.  Therefore, it is incumbent on all of us to speak up in class, ask questions, express ideas, be willing to listen and expect to be listened to.  The more conversation about the topic at hand that we have in class, the more that those with the background will be challenged and the ones with a lower level of background will learn – it is a win-win situation for all of us – but this will work only if each of us has respect for each other and each other’s ideas.  
For each topic, the first issue will be the “mechanics”; for example, what is an asset, how does an accountants record the value of an assets at acquisition, what does the accountant do with that value during the period the asset is held by the firm and what does he or she do when the firm disposes of that asset.  The second part of each topic is the interpretation of and understanding of the information presented and its effect.  Again, for example, why is an asset valued this way, why is the value adjusted this way over time and why is the asset treated this way at disposal.  

Deliverables in the course:  There are two components to the assessment of your understanding of the material in this course.  
Exams: There will be three exams.  These will contain short problems requiring computations so that you have a chance to display your technical knowledge of the material, but the exams will also have short answer/essay questions related to those problems to show that you understand the reasons behind the computations and the effects of the decision.  
Financial Statement Project:  A second deliverable is a financial statement analysis project.  I have found in my 27 years of teaching financial accounting that the best way to see how financial accounting “works” is to look at and analyze a firm’s financial statements in depth.  Since most of you will be managers/CFOs/CEOs, the financial statement project is actually designed to give you a chance to see how the information in the financial statements is prepared and how a reader might interpret it.  We also look at the effect  management decisions such as expanding into the international markets, developing a new product line, changing suppliers could have on the financial statements.  Tracking publicly released information related to earnings along with the firm’s stock price gives us a chance to see how the firm’s information of actions is interpreted by the market through the effect on the stock price.  
Class participation: In this class, participation is vital to your understanding; in my mind, class participation means attending class, being engaged, contributing thoughts, questions, answers, observations, and suggestions.  I do not include points for class participation but my expectation is that you all are here to learn and thus will be actively involved in the class and I reserve the right to award up to ten points at the end of the course to those who were actively engaged.  Class participation does not necessarily mean “talking a lot” but rather contributing to the overall class knowledge and understanding.  
Grading:  
According to The Business School policy, the average grade for this course should range between 3.1 and 3.5.  Grades will be assigned on a class curve but this curve falls approximately as you would expect:  

A
90-100%


B
80-89%


C
70-79%


D
60-69%
Classroom Conduct:  I plan to post the outline of my lectures on Blackboard during the weekend before the lectures.  You are responsible for checking your University email address for updates and changes to the schedule, the projects and the notes.  

I realize that we live in a technology driven age.  However, I also realize that different people have different attention spans, ability to focus and degree of interest.  Thus in order to give me the best chance to capture your interest, both individually and collectively, and to convince you of the importance of understanding accounting as the language of business and the foundation of financial analysis, I have a few requests.  Please do not have iPods plugged in or for that matter use computers for taking notes.  It is difficult to take notes in an accounting class on a computer.  I would like you to turn off cell phones and put them away.  If you are in the middle of a family or work crisis and need to be available to certain parties, please let me know and keep the phone on vibrate.  I will do my best to keep you engaged but you all also have to do your part; reading the newspaper or studying for other classes is pretty evident to a faculty member in the front of the room and certainly does not help your or your neighbors’ concentration on this subject.

Scholastic Dishonesty:

Scholastic dishonesty:  PLEASE READ THIS SECTION CAREFULLY.  Any time you put your name on a piece of work for this course, you are asserting that it is your OWN work, except as indicated and permitted.  This means that you should not copy phrases or sentences directly from sources but you should read the material and then put it into YOUR OWN words.  You may feel as if the authors have said it much better than you ever could but that is not the point; the point is that if you understand the issue, you  should be able to explain it to me in your words. This shows me that you truly do understand, rather than having the ability to select and repeat someone else’s words without understanding.  If you choose to use a sentence here or there in your paper (not whole paragraphs or lots of sentences) that are directly copied from some source, it must be documented in a footnote – but do this only sparingly. Lifting words and/or phrases directly from the source material is almost always obvious and tends to disrupt the normal flow of your presentation. If you copy and do not cite, it is scholastic dishonesty and under The Business School rules, I am required to submit any evidence of scholastic dishonesty to The Business School Internal Affairs Committee for a judgment.  If you are uncertain about the format of required papers, the Chicago Book of Style, Strunk and White's Elements of Style, or the MLA Style Handbook will provide the necessary guidance.
Tentative Schedule
In most cases, we will talk about the chapter during one period and work some examples.  Then the following class period we will work the exercises 
Listed.  You might note that Chapter 13 is a Comprehensive Case.  This chapter will be useful to use as we go through the other chapters to see how each chapter fits into a comprehensive analysis).
Tuesday August 12
Introduction and Chapter 1 (Financial Accounting for MBAs)
Thursday, August 14 

E1-27, E1-28,E1-32,E1-34, P1-36, P1-41, P1-45, P1-47
Chapter 2 (Introducing Financial Statements and Transactional Analysis)



Tuesday, August 19
P2-27,E2-28, E2-29, E2-32, E2-35, E2-36,P2-39, P2-31, P2-42, P2-43 
Chapter 3 (Constructing Financial Statements and Analyzing Transactions)
Thursday, August 21
E3-26, E3-30, E3-35, P3-45, C3-51



Chapter 4 ( Analyzing and Interpreting Financial Statements) 

August 25-29


No class – Democratic National Convention

Tuesday, September 2
E4-24,E4-25, E4-30, E4-32, P4-38, P4-43, C4-52

Financial Statement Part I due

Thursday, September 4
Catch up and review
Tuesday, September 9
Midterm One (Covers Chapters 1-4 and class discussion)

Chapter 5 (Reporting and Analyzing Operating Income)
Thursday, September 11
E5-22, E5-23, E5-24, E5-28, E5-31, E5-32, P5-41, C5-45
Chapter 6 (Reporting and Analyzing Operating Assets)
Tuesday, September 16
E6-22, E6-23, E6-26, E6-27, E6-28, E6-29, E6-31, E6-34, E6-35, E6-36, P6-38, P6-29, E6-41, C6-45
Chapter 7 (Reporting and Analyzing InterCorporate Investments)
Financial Statement Part II due

Thursday, September 18
E7-20, E7-22, E7-24, E7-26, E7-36, E7-37, C7-41
Chapter 8 (Current Liabilities, Including Commitments, Contingencies and Risks including Appendix A)
Tuesday, September 23
E8-24, E8-25, E8-27, E8-29, E8-31, E8-32, E8-33



Review

Thursday, September 25
Midterm 2 (Covers Chapter 5-8 and class discussion)



Chapter 9 (Shareholders Equity)

Tuesday, September 30
E9-34, E9-36, E9-42, E9-44, E9-48, P9-50, P9-53 



Chapter 10 (Reporting and Analyzing Off-Balance-Sheet 




Financing – no appendix)

Financial Statement Part III due

Thursday, October 2

E10-19, E10-20, E10-23, C10-33
Chapter 11 (Adjusting and Forecasting Financial Statements – parts)
Tuesday, October 7

E11-19
Chapter 12 (Analyzing and Valuing Equity Securities – parts)

E12-14, E12-16
Financial Statement Part IV due

Thursday, October 9

Final (Covers Chapters 9-12 and class discussion)
Financial Statement Project Part V due 
