BT 325

Financial Reporting and Analysis

Fall 2009
Instructor: Dr. Bill Schwartz



Office: Babbio  (4th floor)
Email:
bill.schwartz@stevens.edu


Office Hours: 1:30-2:45 T/TH

Phone:
201-216-5542 




and after class and appointment
Required Reading:

Kieso, Weygandt and Warfield, Intermediate Accounting, 12th edition, 2007.

Class Notes
Learning Goals:
Enhance your understanding of corporate financial reporting and generally accepted accounting principles so you can
· Appreciate how GAAP impact information reported in the financial statements

· Identify quality of earnings issues

· Recognize the potential for earnings management

· Use accounting information to aid in equity valuation and/or credit analysis

Grading:

Final Grades will be tentatively determined on the following basis:



Exam #1




35%



Exam #2




35%



Class participation, cases and homework
30%
I will not give makeup exams. Students who miss the first exam with an acceptable, documented excuse will have additional weight placed on the second exam. 
Prerequisites:

I will expect students to have a basic understanding of accounting principles (BT 115 and BTY 215) and a strong interest in finance and technology.
Pedagogy:

This course is developed for people who will be users of financial information, particularly from an analytical perspective, and are technologically sophisticated. We plan to discuss financial information with a view toward appreciating what the information is and some of the difficulties and challenges with its use. 

Reading Assignments:

I have reviewed each chapter of the textbook and have chosen to emphasize pages that discuss issues and to exclude pages dealing with technical matter that would be of interest primarily to accounting majors. Therefore, I actually have assigned approximately 300 pages of reading from a textbook that is well over 1,300 pages. Of course, you are welcome to read those pages I have not assigned, but they will not be held responsible for those pages.

Rather than listing topic names or headings within chapters, I have listed page numbers on the schedule of assignments. Occasionally, sections for which students are responsible will begin on the page preceding the page number I have listed or begin in the middle of the page. Also, sections may continue briefly onto the page after the last page I have assigned. You will need to be alert so they start and end at the appropriate place.
Assignments:
1. Companies students will choose (to be done in teams)
You will pick two companies from one industry they will examine throughout the semester. Your choices will be different from other students. You will access the company’s website and review the company’s most recent annual report and possibly SEC Form 10K filing. From those sources you will share with the class the company’s reporting practices on the specific topics germane to the class discussion for that day. 
2. Newspaper  articles

I will distribute newspaper articles as part of a packet of class notes that you will read and prepare a brief evaluation (i.e. one page) of how the article enhances your understanding of the topic we are discussing. You will bring two copies to class, one for your use in class discussion and the other to turn in. I will grade the responses on an “Accepted/ Not Accepted” basis. I will determine the grade based on effort, i.e. a complete and well-developed response, and not on the accuracy of the response. I will select students randomly to offer their insights and initiate discussion and will expect others to participate in the discussion.
3. Journal articles (to be done in teams)

You will read current, substantive literature to see what is going on in the financial press regarding financial accounting issues. You are not to do an internet search for the topics but instead to look at the stronger publications for information. You can find material in newspapers and business magazines such as Barrons, The Wall Street Journal, Financial Times, New York Times, Business Week, Forbes and professional periodicals such as CPA Journal, Journal of Accountancy, Strategic Finance, Financial Analysts’ Journal, Financial Executive, The Internal Auditor, Internal Auditing, Accounting Horizons. You are welcome to ask about other possible outlets by giving me the name of the publication. You are to do a summary (about 50% of your write-up) and then explain how the article enhances your understanding of the topic we are discussing. You will bring in two copies to class, one for your use in class discussion and the other to turn in. I will grade your comments on an “Accepted/ Not Accepted” basis. I will determine the grade based on effort, i.e. a complete and well-developed commentary. You will do one article for sections II and III and one article for sections IV and V. I will ask each of you to share your article with the rest of the class and will expect others to participate in the discussion. I may include questions from some of these articles on each exam.
4. Cases

I will assign cases from the end-of-chapter materials and from other cases I will obtain and distribute. Most of the cases are 1 or 2 pages in length. You will prepare a response to each case and bring two copies of your response to class, one for your use in class discussion and the other to turn in. The response should include 
· what the major issues are
· at least two alternative approaches you would consider
· an explanation of the alternatives
· the alternative you would recommend and why
· appropriate citations and references from the authoritative literature other than the textbook

I would expect you to write a minimum of two (2) pages. I will grade the responses on an “Accepted/ Not Accepted” basis. I will determine the grade based on effort, i.e. a complete and well-developed response, and not on the accuracy of the response. You will need to access the relevant authoritative literature, so here are potential sources. 
Sources for authoritative literature:

American Institute of CPAs www.aicpa.org, Financial Accounting Standards Board www.fasb.org, Securities and Exchange Commission www.sec.gov
Ethical Conduct

	Stevens Honor System:  Enrollment into the undergraduate class of Stevens signifies a student’s commitment to the Honor System.  It is the responsibility of each student to become acquainted with and to uphold the ideals set forth in the Honor System Constitution.  All students are reminded that, as a condition of being admitted to Stevens, they will uphold and adhere to the standards of the Stevens Honor System.  Specific student responsibilities include:
· Maintaining honesty and fair play in all aspects of academic life at Stevens

· Writing and signing the pledge, in full, on all submitted academic work

· Reporting any suspected violations to an Honor Board member or to the Dean of Undergraduate Academics

· Cooperating with the Honor Board during investigations and hearings


Schedule

KWW= Kieso, Weygandt and Warfield
Day 1 
1/16
Introduction
Section I – Foundation for Financial Reporting – January 18 through January 23
Day 2  1/18
Reading: Chapter 1 – Financial Accounting and Accounting Standards (pp. 1-18), Chapter 2 – Conceptual Framework Underlying Financial Accounting (pp. 27-47)



Articles

Day 3  1/23
Cases:
KWW 1-18 and 1-13.

Section II – Financial Statements - January 25 through February 6
Day 4  1/25
Reading: Chapter 4 – Income Statement and Related Information (pp. 125-129, 134-142), Chapter 5 – Balance Sheet and Statement of Cash Flows (pp. 169-82, 190-92, 196-98, and p. 200-228 for reference)


Articles

Day 5  1/30
Cases: KWW 4-4, and 4-5, Your Companies

Day 6  2/1
Reading: Chapter 23 – Statement of Cash Flows (pp. 1211-15),



Chapter 15 – Stockholders’ Equity (pp. 725-30, 734-36, 738-53)



Articles

Day 7  2/6
Cases: KWW 5-6,  Boat Bonanza Sale

Section III- Working Capital – February 8 through March 1
Day 8  2/8
Reading: Chapter 7 – Cash and Receivables (pp. 313-19, 332-38)



Articles



Case: Check Mate

Day 9  2/13
Case: Sales of Receivables with Recourse

Reading: Chapter 8 – Valuation of Inventory: A Cost-Basis Approach (pp. 367-69, 380-87, 392-97)



Article

Day10 2/15
Cases: LIFO and Exercise Your Option



Your companies – Cash and Receivables

No class February 20 – Follow Monday schedule

Day 11 2/22
Chapter 13 – Current Liabilities and Contingencies (pp. 617-19, 622-23, 632-34, 642-46)

Article



Case: KWW 13-6

Day 12 2/27
Cases: An Evergreen Contingency, Loyalty in the Skies



Your companies – Inventory, Current Liabilities and Contingencies
Day 13 3/1 
Your articles (Sections II and III)

Day 14  3/6


EXAM
Section IV- Long-Lived Assets – March 8 through March 27

Day 15  3/8
Reading: Chapter 11 – Depreciation, Impairments, and Depletion (pp. 521-30, 534-36, 537-45)



Article

No class 3/13 or 3/15  - SPRING BREAK

Day 16 3/20
Cases: Accounting For Depreciation and From Steel to Wheels

Day 17 3/22
Reading: Chapter 12 – Intangible Assets (pp. 571-89, 593-94)


Chapter 17 – Investments (pp. 837-38, 847-854)


Articles

Day 18 3/27
Cases:
An Asset by Any Other Name


Your companies

Section V- Long-Term Liabilities – March 29 through April 12
Day 19  3/29
Reading: Chapter 14 – Long-Term Liabilities (pp. 671-76, 691-95)


Chapter 19 – Accounting for Income Taxes (pp. 963-76, 984-88)


Article

Day 20  4/3 
Cases: AxCess Unlimited and Redeemable Preferred Stock – Debt or Equity?

Day 21 4/5
Reading: Chapter 20 – Accounting for Pensions and Postretirement Benefits (pp. 1019-28, 1034-37, 1044-47, 1053-55)


Chapter 21 – Accounting for Leases (pp. 1087-96, 1100-04, 1118-22)


Articles

Day 22 4/10
Cases: The Needle Eater and Off-Balance Sheet Financing

Day 23 4/12
Your companies and your articles (Sections IV and V)

Section VI- Special Issues and Disclosure – April 17 through April 26
Day 24 4/17 
Reading: Chapter 16 – Dilutive Securities and Earnings Per Share (pp. 777-78, 785-87, 791-93, 797-98, 803-04), Chapter 18 – Revenue Recognition (pp. 905-11, 935-38 and pp. 39-40 in Chapter 2)


Articles

Day 25 4/19
Cases: KWW 18-5 and Class Act

Day 26 4/24
Reading:  Chapter 24 – Full Disclosure in Financial Reporting (pp. 1281-1303, 1309-11)


Articles

Day 27 4/26
Cases:
KWW 24-8 and Clamenza Corporation Segment Reporting


Your companies

Day 28 5/1
Review
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