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 MBA Core Accounting – BA 500 – Fall 2011
Jane Jollineau (Kennedy), Deloitte & Touche Professor of Accounting

Syllabus
 “You have to understand accounting and you have to understand the nuances of accounting.  It is the language of business and it’s an imperfect language, but unless you are willing to put in the effort to learn accounting – how to read and interpret financial statements – you really shouldn’t select stocks yourself.”  Warren Buffett
Email: 
jkennedy@uw.edu
Office hours: 
Wednesday, Friday 9:3- - 11:30
Office: 
Paccar 461
My website:
http://faculty.washington.edu/jkennedy 

Phone: 
206.543.6405
Course website:
http://foster.blackboard.com
1.  Course Description – Financial Reporting & Analysis

Because accounting is "the language of business," you will use the concepts and procedures learned in this course in virtually every personal and business transaction you will ever conduct (not to mention other MBA courses).  Financial accounting focuses on the rules and strategies managers use to report the results of their firm’s operations to company stakeholders (e.g., stockholders, potential investors, creditors, regulatory agencies, employees, etc.).  With the knowledge gained in this course you will be able to read, interpret and, to some extent, analyze real-world financial statements.

Accounting is fundamental to the operation of our market-based economy.  Until recently, many investors assumed that information contained in corporate accounting reports could be relied on to make decisions about where to invest capital.  However, as one can infer from the many negative articles about financial misdeeds, accounting fraud, and audit ‘failures,’ there are powerful incentives in the environment that lead some managers to shade the truth or even commit outright fraud.  We will attempt to understand the environment that can lead to such notorious and destructive behavior.  We will also attempt to identify where the potential for “troublespots” are in financial reporting so that the appropriate questions can be asked.

In Jump Start and early in the course, you will learn how to create a balance sheet, income statement and cash flow statement from a set of underlying events.  As the course progresses, you will learn the basic accounting model and its limitations.  By examining the environment in which accounting standards evolve, you will gain insights into why these limitations exist.  We will focus on actual corporate financial statements and will supplement the text and case materials with current articles from the popular business press (e.g., WSJ, Fortune).  As much as possible in an introductory course, we will go beyond simply learning and applying the rules to the art of using and interpreting accounting information.

There is a considerable amount of material covered in this course, and it is essential that you stay current with the assigned text and homework.  To complete the assignments you will need to allocate a substantial amount of time (perhaps 15 hours per week).  The best way to learn about accounting and its limitations is to actually do some accounting.  That is what we will do.

2.  Course Materials
· (HSEP) Horngren, Sundem, Elliott, and Philbrick, Introduction to Financial Accounting, 10th Edition, Pearson 2011. 
· Harvard Business School Cases.  These can be purchased in a booklet from University Readers (http://universityreaders.com) or from the HBS site (http://web.hbr.org/store/index.php).  You should order these as soon as possible. The three cases are:
· Land Securities Group (A): Choosing Cost or Fair Value on Adoption of IFRS
· Harneschfeger Corp.
· Kansas City Zephers
· Blackboard-based website at http://foster.blackboard.com/.  I will make the site available in the first week of classes. Entry requires a username and password, which hopefully you will have by now.  The username should be your UW email username. The site includes essentially all materials including cases for in class discussion and for group assignment.  The exception is three Harvard Business School (HBS) cases.
3.  Grading

Your grade will be based on two (2) exams, homework, quizzes, and cases. The relative weights are:

· Exam #1 (midterm November 3)
27%

· Exam #2 (final: December 12 or 13)
30%

· Assigned cases (5 * 3.0%)
15%

· Quizzes (8 * 1.5%)
12%

· Homework (8 * 2%)
16%

There is an in‐class closed‐book midterm on Thursday November 3. There is a closed‐book final exam in December on the 12th or 13th. The exact time and location will be confirmed later in the quarter. All students will take the exams at this time – no exceptions other than an emergency.  If an emergency arises, contact me as soon as possible so that we may make another arrangement for your exam.  Otherwise any absence from the exam will result in a grade of zero for the exam. A calculator is necessary but no other materials or laptops will be allowed for either exam. 
Although grades may be important to some individuals in the short run, a true measure of success in this course (and in the MBA program) is the amount you learn and can apply in your future endeavors.  Therefore, I encourage you to invest in yourself, work hard and do the best you can.  Try to use your own progress as a benchmark for success. 
1. Quizzes – did I learn the concepts?  These required MyAccounting Lab quizzes help you assess whether you have learned the concepts discussed in each chapter.  (In class, we attempt to apply the concepts – generally to real-world situations.  Thus understanding the concepts is a necessary first step in approaching a case.) Each quiz should take 10-15 minutes (but you have up to 20 minutes).  At the end of the quiz, the questions are automatically graded and you are provided with feedback. 
2.  Homework problems – can I apply the concepts to simple situations?  Since accounting is a learn-by-doing subject, the homework assignments include exercises and problems similar to the end-of-chapter textbook exercises and problems from HSEP. These are available through MyAccounting Lab and are due on Tuesday before class.  These are individual assignments, not group work.  They will be graded upon submission and you will receive feedback about where your errors, if any, were made.  Assignments completed after the due date will have a 25% penalty.
3.  Case assignments – can I apply the concepts to real-world situations?  Cases will be the basis for much of our classroom discussion.  They are designed to (gently?) extend your knowledge to complex real world situations.  You should work on these cases with your study team and you should be ready to discuss them in class.  In addition, you are required to hand in a team report (no more than three pages for text with up to three pages of exhibits if necessary) that addresses the main questions for the five cases indicated on the syllabus. The accuracy, depth and conciseness of the reports, together with your in-class participation during the case discussion, will determine your grade for that part of the course. Case analyses are submitted in hard copy by the beginning of the class on the day they are due.  As these are team assignments, only one submission per team is accepted.  Please email me a key slide with your team’s recommendations or response to the key question/issue of the case at least 20 minutes before class.  The slide should indicate your team number in the file name. 
5.  Sources for Help
Sources of help include:

· Weekly office hours (Wednesday and Friday from 9:30-11:30)

· Off-campus via email (jkennedy@uw.edu).

· Off-campus by phone (206.543.6405)

· On-campus with me by appointment (461 Paccar Hall)

· From your study group members and classmates in person and via our Blackboard discussion board

Contact via email is often most efficient because we minimize phone tag.  If you telephone and I'm out of my office, please leave a message and I'll try to get back to you quickly.  Note that I prefer not to discuss material yet to be covered in class.  However, I will be happy to review material you did not completely understand.

Please do not postpone seeking help when you are having problems with the material we have already covered in class.  Please contact me when you need help.

6.  Notes on In-class Procedures
Class attendance is required aside from circumstances related to (1) illness or (2) unavoidable conflict with a job or internship interview that cannot be rescheduled. If you are not able to attend a particular class session, please email me in advance to let me know the reason. Each student is expected to be on time to and prepared for each class meeting, fully engaged in class content throughout the class meeting, and respectful of your fellow students’ attempts to do the same. Please note that participation grades are based on the quality of your participation in class discussions, and not the quantity of your participation. While you are free to use technologies that are directly related to class, please otherwise refrain from use of computer, phone, PDA, and similar technologies during class that could distract your fellow students.  
7.  Adding value 
You do not have to be an expert to add value.  Questions are a great vehicle to enhance learning and anyone can ask a question.  Articles or anecdotes from the business press can embellish the material we are discussing and anyone can find an article.  Again, I encourage you to participate in adding value to the class; it will benefit everyone.  The discussion board on Blackboard is also a great vehicle for asking questions, answering others’ questions, sharing personal experiences and relevant articles from the financial press.

8. The MBA Honor Code
We rely heavily on the honor code in the MBA program.  It is my responsibility to remind you of my policies and guidelines.  

· Exams are individual work only.  No collaboration of any kind is allowed.

· Collaboration is obviously permissible and encouraged on any group assignments.  

· Cases are set in time and, for some, you could search the Internet to find out what happened afterward.  Unfortunately, this could undermine learning and affect your view of what should be done in the case.  Looking up subsequent information is strongly discouraged.  We will talk in class about what happened subsequent to the case setting.
· All materials, and especially case materials, are for your use only.  It is a violation of the honor code to share these materials with anyone outside the class.  For example, it would undermine the learning of students in future MBA classes if you shared our class materials with potential future students.   

· If at anytime I am unclear about any aspect about the course or your responsibilities with respect to the honor code, please contact me rather than making assumptions.  
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MBA Program 

Autumn 2011
Schedule of Classes and Assignments

•
The outline is divided into roughly two parts: 

1) Preparing financial statements from the underlying events; and 

2) Using real world financial statement data to understand more about the economics of a company.

•
The text and my lectures are background for the “in-class case assignments” that we will discuss in class.  It is crucial that you budget your time so that you are familiar with the case assignment before coming to class. 

•
For an example of how to read the “case assignments,” consider our first class Thursday September 29 (Day1).  For this class, you should prepare the Personal Statement of Assets.  You will not be required to divulge personal information but going through this exercise will help you understand some of the concepts that we discuss in class. For the second day, you should prepare financial statements for Chemalite.  (Those who are familiar with spreadsheets may find the template provided to be useful.  Those already familiar with “T-accounts” can use the ones provided.  If you are not familiar with T-accounts, I will introduce their use in class. We will tend to use T-accounts during the course.)  
•
In the spirit of continuous improvement (or at least continuous change), this outline may be revised as we proceed.  Also note that some materials identified in the outline below may be distributed later.

Part I.  Financial Accounting -- The Basics


Topics in this first part of the course are designed to introduce the basic principles and jargon of financial accounting.  By the end of Part I, you should:

•
have an appreciation for the assumptions behind historical cost financial reporting, and

•
be able to prepare a set of simple financial statements from the underlying transactions.

Day 1: Thursday September 29

Topic:
Importance of Accounting

Text:
HSEP
: Chap. 1 and 2
In Class:
Personal Balance Sheet 

Day 2: Friday September 30
Topic:
Preparing Financial Statements for a manufacturing business

Text:
HSEP: Chap. 2, 3, 4, and 7 Appendix B (pp. 305-307)

In Class:
Chemalite (A)

Quiz 1: Via MyAccountingLab by Sunday October 2.
Day 3: Tuesday October 4

Due: 
Homework Assignment 1 (see MyAccounting Lab)

Topic:
Statement of Cash Flows – direct and indirect methods

Text:
HSEP: Chapter 5 


In Class:
Chemalite (B) -- indirect method Statement of Cash Flows
Day 4: Thursday October 6
Topic:
Financial Statement Analysis 

Text:
HSEP: Chap. 4, p. 161-164

In class:
KB vs. Toll Bros.

Quiz 2: Via MyAccountingLab by Sunday October 9.
Part II. The Real World of Financial Reporting


Topics in this part of the course are designed to introduce more of the dreaded details necessary to begin to cope with the complexities of real world financial reporting.  By the time we've completed this material, you should:

•
have an appreciation for the assumptions behind the recording of revenues and expenses, and recognize that they may differ dramatically from the underlying cash flows;

•
to an increasing degree, be able to reconstruct events from published financial statements;

•
to an increasing degree, be able to interpret financial statements and relate them to the strategies of the firm being studied (as well as to your own experience).

Day 5:  Tuesday October 11 

Due: 
Homework Assignment 2 (see MyAccounting Lab)


Topic:
Asset Valuation and Revenue Recognition

Text: 
HSEP: Chap. 6

In Class: 
Alaska Gold  

Day 6: Thursday October 13 

Due:
Land Securities Case
Topic:
Asset Valuation and Revenue Recognition

Text: 
HSEP: Chap. 4 p. 140-142 and Chap. 6

Quiz 3: Via MyAccountingLab by Sunday October 16.
Day 7: Tuesday October 18
Due: 
Homework Assignment 3 (see MyAccounting Lab)


Topic:
Product Components and Revenue Recognition

Text: 
HSEP: Chap. 4 p. 140-142 and Chap. 6
In Class:
Apple Inc.: iPhone Rev. Recognition Strategy

Day 8: Thursday October 20 

Due:
Kansas City Zephers Case
Topic: 
Receivables and Uncollectible Accounts 

Text: 
HSEP: Chap. 6
In Class: 
WaMu

Quiz 4: Via MyAccountingLab by Sunday October 23.
Day 9:  Tuesday October 25

Due: 
Homework Assignment 4 (see MyAccounting Lab)


Topic: 
Inventory and Cost of Good Sold Expense

Text: 
HSEP: Chap. 7 

In Class: 
Joe’s TV (A), Alaska Gold Part B 

Day 10: Thursday October 27 
Due:
Exxon Mobil Case
Topic:
Long-lived assets

Text: 
HSEP: Chap. 8

Quiz 5: Via MyAccountingLab by Sunday October 30
Day 11: Tuesday November 1
Topic:
Intangible assets and intellectual property

Text: 
HSEP: Chap. 8

In Class: 
iRobot 

Day 12: Thursday November 3   – In-class Exam
Day 13: Tuesday November 8
Due: 
Homework Assignment 5 (see MyAccounting Lab)


Topic: 
Liabilities and the Present Value Concept

Text:
HSEP: Appendix p. 410-416




HSEP: Chap. 9 especially pp. 389-397.

Example case:  J.C. Penney Co.# (with solution) on Blackboard
In Class:
The Walt Disney Company

Day 14: Tuesday November 15
Due: 
Homework Assignment 6 (see MyAccounting Lab)

Topic: 
Leases and Off-Balance Sheet Financing

Text:
HSEP: Chap. 9, pp. 397-401.

In Class:
SW Airlines (A)

Day 15: Thursday November 17

Topic:
Accounting for Income Taxes

Text:
HSEP: Chap. 9, pp. 403-406.

In Class:
SW Airlines (B)

Quiz 6: Via MyAccountingLab by Sunday November 20.
Day 16: Tuesday November 22

Due: 
Homework Assignment 7 (see MyAccounting Lab)


Topic:
Shareholders’ Equity

Text:
HSEP: Chap. 10.


Quiz 7: Via MyAccountingLab by Sunday November 27.
Day 17: Tuesday November 29
Due: 
Homework Assignment 8 (see MyAccounting Lab)


Topic:
Accounting for Intercompany Investments and Marketable Securities
Texts:
HSEP: Chap. 11.


Day 18: Thursday December  1
Due:
Coke versus Pepsi Case
Topic: 
Management’s Choice of Accounting Policies and the Quality of Earnings 

Text:
HSEP: Chap. 12,
Quiz 8: Via MyAccountingLab by Sunday December 4.
Day 19: Tuesday December 6
Topic: 
Forecasting Earnings and Valuation 
Text:
HSEP: Chap. 12, p. 542-558.

In Class:
Starbucks
Day 20:  Thursday December 8
Due:
Harnischfeger Case [warning: long case]
Topic:
Earnings Quality and Review

__________________________________

Final Examination: December 12 or 13; time and location to be announced

__________________________________

�  (HSEP) = Horngren, Sundem, Elliott, and Philbrick. Introdcution to Financial Accounting, 10th Edition (Pearson); 2011.






