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Course Outline

John Molson MBA Program
	MBA 607/4 B
	Winter 2009

	Financial Accounting for Managerial Decisions 
	11:45 – 14:30



	Instructor:
	Crawford Spence, Ph.D, BAcc 

	Office:
	GM 600-22

	Tel.:
	(514) 848 2424 ext. 7591

	E-mail:
	cspence@jmsb@concordia.ca 

	Office Hours:
	Thursdays 15:30 – 17:30 and by appointment


Course Objectives 
This course provides an overview of the corporate external financial reporting system by examining the roles of management, government and auditors in preparing corporate financial statements. Since public corporations are required to issue their financial statements in conformity with generally accepted accounting principles (GAAP), the process for developing and enforcing GAAP is examined. As financial statements primarily serve internal and external users by helping them to allocate their scarce resources to the most profitable investment projects, financial statements comparability is assured by requiring uniform accounting practices. However, managers are allowed to exercise their own discretion in recording accounting transactions within the boundaries of GAAP to properly reflect their unique economic and operational environments. Thus, this course reviews the application of selected GAAP to the measurement of accounting transactions and compares those principles to actual corporate reporting practices.

MBA 607 is designed to provide students with the understanding of fundamental concepts and theories that underlie financial accounting. Coverage is comprehensive and user-oriented, with emphasis placed on the needs of those who use accounting information rather than those who prepare such information.
The class discussions and readings (see list of Articles) touch upon CSR issues such as:  Earnings Management, Corporate governance, Ethics and Social and environmental reporting.
At the end of the course, students should be able to:

· understand major accounting procedures and concepts,

· prepare basic financial statements, including a balance sheet and an income statement,

· apply accounting concepts/methods to new situations,

· evaluate the financial impact of alternative accounting methods,

· read and interpret accounting information contained in a corporate annual report to assess the organization’s performance and financial condition,

· understand major international accounting issues.

· discuss some of the links between accounting and wider social, political and economic issues

Class Preparation

Students are expected to prepare for each class by doing the recommended readings and cases prior to coming to class. The instructor will not cover in class all the material that students are expected to learn. Lectures will be used to synthesize topics, to debrief cases and to familiarize students to actual corporate reporting practices. Students are also expected to participate actively by asking questions and by sharing their own work experience with fellow students.
Course Materials
Required Course Materials

1- Textbook: Ferris, K.R and Wallace, J.S. (2009). Financial Accounting for Executives, Cambridge Business Publishers, 446 pages.

2- Case Book: Engel, E., Hirst, E.D and McAnally, M.L. (2009). Cases in Financial Reporting, 6th edition, Cambridge Business Press, 278 pages.

3- Course Pack: Spence, C. MBA-607-Financial Accounting for Managerial Decisions. The course pack consists of the following material:

Selected solutions to textbook exercises: Ferris, K.R and Wallace, J.S. (2009). Financial Accounting for Executives, Cambridge Business Publishers, 446 pages.

Article 1a: Rorke, C.H. (1982). “An Early Pricing Model Regarding the Value of a Cat: A Historical Note”, Accounting, Organizations and Society, vol.7 (3), pp.305-306

Article 1b: Sikka, P. (2008). “On with the show?”, Guardian, June 3rd. 

Article 2a: Byrne, J. A. (2002) “After Enron: The Ideal Corporation”. Business Week. August 26, 2002.

Article 2b: Sikka, P. (2008). “The Banks' balancing Act”, Guardian, January 2.

Article 3a: Minnery, B. (2006). “Don't question the importance of cash flow”, The Independent, 28th May

Article 3b: Krishna, V. “Cash flow and profit analysis have very different uses”, Law Times

Article 4: Schurr, S. (2004). “Sieve company filings: because the truth is in there”, Financial Times, November 16th. 

Article 5: Stewart, A. and P. McLaughlin.(2001) “The Dirt on Dot-Cons”. CA Magazine. June/July 

Article 6a: Elstrom, P. “How to Hide $3.8 Billion in Expenses”. Business Week, July 8, 2002.

Article 6b: Peltier-Rivest, D. and S. Swirsky. “Earnings Management in Healthy Firms”. Quarterly Journal of Business and Economics. Autumn 2000.

Article 7: Hines, R.D. (1988). “Financial Accounting: In communicating reality, we construct reality”, Accounting, Organizations and Society, 13 (3), pp.251-261. 

Article 8: McSweeney, B. (2007). “The pursuit of maximum shareholder value: Vampire or Viagra?”, Accounting Forum, vol.31, pp.325-331.

Article 9a: Gleckman, H. (2002). “A new twist in Enron's can of worms”, Business Week, January 17th.

Article 9b: Henry, D., H. Timmons, S. Rosenbush and M. Arndt. (2002) “Who Else is Hiding Debt”. Business Week. January 28.

Article 10: Perkins, T and Erman, B. (2008). “CIBC raising $2.75-billion to weather storm”, Globe and Mail, January 15th.

Article 12: Gray, R.H. (2006). “Social, environmental and sustainability reporting and organisational value creation?: Whose value? Whose creation?”, Accounting, Auditing and Accountability Journal, 2006, vol. 19 (6), pp.793-816.

Optional Course Material

1- CD-Rom: The MBA Survival Kit: Accounting Interactive (version 4.0). McGraw-Hill/GMAC. 

2- Textbook: Radebaugh L.H., Gray, S.J and E.L.Black. 2006. International Accounting & Multinational Enterprises (6th Edition). Wiley & Sons. 520 pages. 

Evaluation 

	Class Test (30 minutes)
	10%

	Oral Presentation (team work)
	15%

	Participation Questions
	10%

	Team Project (team work)
	25%

	Final Examination 
	40%


Term Project

The term project must be turned in by the due date (see class schedule below). No due date extensions will be granted. The term project must be completed in teams to facilitate the exchange of different opinions among team members and, must be typed with a word processor and printed (i.e., no electronic submissions will be accepted). 

The term project will consist in performing a financial statement analysis of Bear Sterns, AIG and Merrill Lynch in order to critically assess whether the near or actual collapse of these firms was in any way predicted by their accounts. Students will also be expected to look beyond the accounts and garner media information and analysis on these companies
Oral Presentations 

Oral presentations must last a maximum of 30 minutes (and a minimum of 20 minutes). Each team member must participate actively in the analysis of the case. Team members must use electronic devices to complement their presentations and hand-in a copy of their slides to the professor and to the whole class. Some team members may receive individual marks for the oral presentation if their performances vary greatly from that of the overall team.

Participation Questions

Presentations of the same case will be made by two separate groups each presentation week. The rationale for this is to highlight the often subjective nature of accounting decisions. Different groups may well arrive at different conclusions and this should generate significant class discussion. Students will be assessed on the quality of the questions posed to the presentation teams throughout the semester. 

Grading
	A+
	90%-100%
	B+
	77% - 79%
	C
	65% - 69%

	A
	85% - 89%
	B
	73% - 76%
	F
	<65%

	A-
	80% - 84%
	B-
	70% - 72%
	
	


Tutorials and Learning Support

Financial accounting is a complex discipline and requires some basic technical skills before one can acquire more advanced knowledge within the field. Even students who have an educational background in business might find it helpful to go through the self-tutorial CD-Rom (please see optional material above) to complement the first session’s recommended readings. Students without a background in business should certainly take the time to work through the material on the CD-Rom.

You will find that I am accessible to help you through this course. I will be available during my office hours as outlined above for consultations. Otherwise, please do not hesitate to contact me to arrange another time to discuss any questions, queries or issues that you have. 
Learning Plan
	Week
	Topic(s)
	Recommended

Readings
	Recommended

Exercises & Cases
	Quiz, Project & Oral Presentations



	1
	What is Accounting?
	T-1

CD-Rom

A-1a, A-1b
	E1.22, E1.23, E1.24, E1.28
	-

-

	2
	The Financial Statements and Accounting Equation
	T-2

A-2a, A-2b
	E2.16, E2.17, P2.22, P2.29
	-

	3
	Cash flow
	T-3

A-3
	E3.13, P3.22, P3.25
	-

	4
	Investment Analysis
	T-4

A-4
	E4.16, E4.17, P4.23
	Quiz



	5
	Revenue Recognition
	T-5

A-5
	E5.17, E5.20, P5.21
	Oral #1: C6-3

	6
	Inventory Valuation and Cost of Goods Sold
	T-6

A-6a A-6b
	Q6.9, E6.17, E6.18, E6.20
	Oral #2: C7-2

	7
	Long-Lived Assets and their Depreciation
	T-7

A-7
	E7.14, E7.18, P.7.25, P.7.26
	Oral #3: C8-1

	8
	Investing in Other Entities
	T-8

A-8
	E8.24, E8.25, E8.26
	Oral #4: C9-2

	9
	Debt Financing
	T-9

A-9a, A-9b
	E9.19, E9.25, P9.26
	Oral #5: C10-1

	10
	Equity Financing 
	T-11

A-10
	E10.14, E10.17, E10.18
	Oral #6: C11-2

	11
	Contingent Liabilities and Deferred Tax
	T-10


	E11.15, E11.21, E11.22
	

	12
	Equity Valuation 
	T-12

T-14

A-12
	E12.18, E12.20
	Oral #7: C13-2



	13
	Review & Catch-Up
	-
	-
	Term Project




T = Textbook chapter

A = Article

P = Problem (textbook)

E = Exercise (textbook)

Q = Discussion Question (textbook)

C = Case

Academic Integrity and the Academic Code of Conduct
The Code of Conduct (Academic) at Concordia University states that “the integrity of University academic life and of the degrees, diplomas and certificates the University confers is dependent upon the honesty and soundness of the instructor-student learning relationship and, in particular, that of the evaluation process. As such, all students are expected to be honest in all of their academic endeavours and relationships with the University,” (Academic Code of Conduct, art. 1) Graduate Calendar, 2008-2009, page 834).]

All students enrolled at Concordia are expected to familiarize themselves with the contents of this Code. You are strongly encouraged to read the pertinent section in the 2008-2009Concordia Graduate Calendar Graduate Calendar, (pages 834-851) and visit the following web address:  http://provost.concordia.ca/academicintegrity/ , both of which provide useful information about proper academic conduct.
	DISCLAIMER

The instructor reserves the right to change or update this outline, and any other course related materials, as required. The student will be informed in a timely manner through First Class and/or announcements during class.




