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SYLLABUS


Accounting 305, Introduction to Accounting, is concerned with the preparation and use of financial statements: balance sheet, income statement, and statement of cash flows.  There are no prerequisites, and the course should be useful to those who will read financial statements--such as company managers, lawyers, investors, financial analysts, bankers, consultants, regulators and economic analysts--and, of course, to prospective accountants and auditors. Medical doctors will find a knowledge of accounting to be useful when evaluating the reports rendered by the administrators of hospitals and HMO’s.


The course begins with the accounting cycle.  It then turns to the accounting problems of receivables, merchandise inventories, tangible and intangible fixed assets (including depreciation, amortization and depletion), short-term liabilities, and long-term liabilities (including bonds and long-term leases). The course concludes with discussions of marketable securities, business combinations, intercorporate investments and consolidated statements, financial statement analysis, and cash flow statements. Throughout the course, a critical attitude will be encouraged, and accounting practices will be discussed in the light of the “political” context in which accounting standards are set and enforced (i.e., by the Financial Accounting Standards Board and the Securities and Exchange Commission). Comparisons will be made with the approaches to accounting in other major countries, and the increasingly important role being played by the International Accounting Standards Board will be covered.


The “political” dimension of accounting, mentioned above, suggests that company managers and government policy makers have incentives to “tilt” the accounting measures in one way or another in order to achieve their particular aims. In the 1980s, federal regulators used “creative accounting” to make the savings and loans associations and banks appear to be more economically healthy than they actually were, thus postponing the eventual day of reckoning and exacerbating the financial crisis.  In recent cases such as Cendant, Sunbeam, Enron, Xerox, WorldCom, Qwest, HealthSouth, Parmalat, and AIG, it has come dramatically to light that company managements, their boards of directors, and their auditors cannot always be trusted to act with integrity and in the interests of the shareholders and other stakeholders. In the U.S., the SEC has accused companies of “earnings management” as well as fraudulent financial reporting. We will discuss the implications of these recent and troubling developments, which have occurred overseas as well, for the future of financial reporting.

CONDUCT OF THE COURSE


The course grade will be determined by performance on three examinations, a term paper, and the homework problems.  Homework problems are to be turned in by the end of the class for which they are assigned. They may not be turned in electronically but only in hard copy and not by fax.  Homework turned in later than the end of the class period will not be accepted; two misses will be allowed without discredit. No grace period will be allowed. Performance on homework problems will be assessed according to the evident effort expended by the student, not by the correctness of the answers.  Credit will not be given for partially completed homework.  Three grades will be given: + and √, both of which signify full credit, and 0, which signifies no credit (denoting incomplete homework). The homework is not governed by the Honor Code, and students are encouraged to work together both in completing the homework and in studying for examinations.


All homework and the examinations should be done in black pencil, not ink. The solutions to all homework problems at the end of a chapter will be placed on reserve in Fondren Library following the last class meeting on each respective chapter.


The homework is to be completed prior to the class for which it is assigned.  If the homework is evidently being completed during class, credit for homework turned in may not be awarded.


Food is not to be consumed in the hallways or classrooms of McNair Hall.


All three examinations are governed by the Honor Code. The first and second examinations, both of approximately two hours’ duration, will be given on a Thursday evening. The 3-hour third examination will be given on Thursday evening during the last week of classes. No materials may be consulted while taking the three examinations, and no electronic devices, including cell phones and iPODs, may be used for whatever reason once an examination has begun, else the Honor Code will have been infringed. Unless otherwise announced in class, the second and third examinations will cover only the material taken up since the previous examination.

If the instructor in a student’s other classes schedules an evening examination which conflicts with the meeting time of Section 1, the student has the right to ask that instructor to take that examination at another time. The same applies to our Thursday evening examinations that may conflict with the meeting time of another scheduled class.


The instructor’s prior-year examination and solution will be placed on Fondren reserve at least one week before each examination.  Students are not permitted to make use of other examinations, whether given by this instructor or by others, else the Honor Code will have been infringed.


The deadline for turning in the term paper is 4:30 pm, Wednesday, December 19. This deadline will be observed strictly, and late papers will be penalized heavily. The paper will be a report to the management of a hypothetical small enterprise, drawing on its financial statements to comment on the strengths and weaknesses of the company.  The case for the term paper as well as the instructions are included the course packet. The term paper, like the examinations, is governed by the Honor Code. It must be turned in personally, and not faxed or sent by courier or via e-mail or campus mail or the Postal Service.

The required textbook is the 12th edition of Financial Accounting: An Introduction to Concepts, Methods, and Uses by Clyde P. Stickney and Roman L. Weil (Thomson/South-Western, 2007), ISBN 0324381980. Other editions of this textbook will not be acceptable. Purchase of the authors’ Study Guide is optional. It is imperative that you bring your textbook to class each day, as we will consult it constantly.


A packet of photocopied materials for the course may be obtained for $5 from Delia Jennings, the faculty assistant in 217 McNair Hall (in the faculty suite of the west wing). The charge covers the copyright permission fees and the cost of photocopying the articles and other materials in the course packet as well as those to be distributed during the semester, and all students must pay this charge.  Students who have not purchased the course packet will not be admitted to the first examination.  

A unique paperback that students may wish to purchase is Accounting: The Language of Business, by Weil, O’Brien, Maher, Stickney and Fitzgerald (11th edition, 2005), obtainable from amazon.com. It contains essentially the same glossary of accounting terms that appears in the back of the Stickney & Weil textbook, but it also contains a detailed explanation of the financial statements and footnotes in the General Electric Company annual report for 2003, which you will not find anywhere else in the literature. Purchase of this paperback is merely a suggestion.


The course grade will be determined by the following approximate weights:


First examination

15%
Term paper



20


Second examination

25
Homework



10

Third examination

30


      

          100% 


The instructor’s estimate of each student’s contribution to class discussion will be a factor in making borderline decisions for the final course grade.  Another factor will be the trend of the student’s grades: a significant upward trend will be a plus, and a significant downward trend will be a minus.


Regular class attendance is indispensable to learning the subject.  Attendance will not be taken on a systematic basis and will not play a part in the determination of the course grade, except as noted above in terms of class participation. In the extreme circumstance, however, of a student who misses 40 percent or more of the class meetings during the semester (that is, 10 or more class meetings), a course grade of F will be submitted to the Registrar regardless of the student’s grades on the examinations and the term paper.

Any student with a disability requiring accommodations in this course is encouraged to contact the instructor after class or during office hours.  Additionally, students should contact the office of Disability Support Services, room 122 in the Ley Student Center. Consult http://dss.rice.edu.
CLASS ASSIGNMENTS (Aug 27 to Dec 4)

Each assignment is to be completed prior to class.  In the following list of assignments, the 2006 Annual Report of General Electric Company should be brought to class on the dates indicated. Their contents in relation to the chapter assigned for the day will be discussed. The Annual Report will be distributed on Monday, September 24 and Tuesday, September 25.

When chapters are assigned, it will be necessary to study only those chapter appendices indicated in the list of assignments.  Appendices not indicated may be ignored.

Mon Aug 27/

Tue Aug 28
Introduction  (Students should purchase the course packet in 217 McNair Hall)
Balance Sheet and Income Statement: The Accrual Process

Wed Aug 29/
Thu Aug 30
Study Chapters 1 and 2 (scan pages 62 to 65, and omit “An International Perspective,” pages 65 to 69). 
Tue Sep 4
NO CLASS MEETING

Wed Sep 5/

Thu Sep 6
Solve problems 2.16 (that is, problem 16 at the end of Chapter 2), 2.26 and 2.32.
Mon Sep 10/

Tue Sep 11
Solve problem 2.34 (instead of showing the effects, show the journal entries that should have originally been made for 1-6) and study Chapter 3.
Wed Sep 12/

Thu Sep 13
Solve problems 3.31 and 3.36. Packet: “Executives’ Downfall: The ‘Managing’ of Numbers Turned into Manipulating Them”
Mon Sep 17/

Tue Sep 18
Solve problems 3.26 (instead of showing the effects, show the correcting journal entries to be made when errors are discovered) and 3.38.
Wed Sep 19/

Thu Sep 20
Solve Problem A (in course packet).
Thu Sep 20
FIRST EXAMINATION. To be held in rooms 212 and 214 McNair Hall, 7:00-9:15 pm.
Receivables and Revenue Recognition

Mon Sep 24/

Tue Sep 25
Annual Report will be distributed.  Study Chapter 6 and solve problem 
6.15. Packet: “Note on International Accounting Standards”; “SEC Focuses on Videogame Industry”
Wed Sep 26/
Thu Sep 27
Solve problems 6.31, 6.34 and 6.35. 

Merchandise Inventories

Mon Oct 1/

Tue Oct 2
Study Chapter 7 (bring Annual Report to class), and solve problem 7.37.  
Wed Oct 3/

Thu Oct 4
Solve problems 7.32, 7.39 and 7.40
Present Value Calculations; Plant, Equipment, and Intangible Assets

Mon Oct 8/

Tue Oct 9
Study the Appendix on “Compound Interest: Concepts and Applications” (pages 713-27) and solve problems A.19, A.15, A.21, A.27 and A.42 (A = Appendix).  
Wed Oct 10/
NO CLASS MEETINGS

Thu Oct 11


Mon Oct 15/

Tue Oct 16
MID-TERM RECESS

Wed Oct 17/

Tue Oct 18
Solve problems A.36 and A.43, and study pages 367-76 in Chapter 8. 

Mon Oct 22/

Tue Oct 23
Complete the study of Chapter 8 (bring Annual Report to class), and solve problem 8.24. Packet: “Weakness of the Straight-line Depreciation Method”; “Goodwill and other Intangibles”
Wed Oct 24/

Thu Oct 25
Solve problems 8.29, 8.43, 8.36 and 8.41.  
Long-term Liabilities, Including Notes and Bonds Payable, and Leases Subject to Capitalization

Mon Oct 29/

Tue Oct 30
Study Chapter 9 and page 475 to the bottom of page 479 (bring Annual 


Report to class), and solve problem 9.26.  Packet: “How Leases Play a
Shadowy Role in Accounting”
Wed Oct 31/

Thu Nov 1
Solve problems 9.31, 9.34 and 10.35 

Thu Nov 1
SECOND EXAMINATION. To be held in rooms 212 and 214 McNair Hall, 7:00-9:30 pm.
Marketable Securities, Investments, Consolidated Statements, and Business Combinations

Mon Nov 5/

Tue Nov 6
Study Chapter 11 and Appendix 11.1 (in course packet). 


Note: The Chapter 11 to be read is the version in the course packet, 


and is not the version of Chapter 11 in the textbook. (Bring Annual 


Report to class.)  Packet: letter from Nicholas F. Brady to the FASB, 


March 24, 1992; “Eliminating Intercompany Sales”; “Minority Interest 


and Goodwill” 
Wed Nov 7/

Thu Nov 8
Solve problems 11.42, 11.47 and 11.50 (in course packet).  (An error
appears in 11.50: In Exhibit 11.18, the Investment account balance
should be $80,000, not $78,000. To compensate for the additional $2,000, 
increase Ely’s Retained Earnings from $105,000 to $107,000.) 

Mon Nov 12/

Tue Nov 13
Solve problems 11.17, 11.34 and 11.48 (in course packet). (In 11.48, 


add part d: Assume that Peak bought 80% of Valley for $40,000. Give the
consolidation work-sheet entry to eliminate the investment account at the
end of the current year.)  
Reporting Earnings, Comprehensive Income, and Shareholders’ Equity
Wed Nov 14/

Thu Nov 15
Study Chapter 12 (bring Annual Report to class) and solve problem 12.25.  


Packet: “Battered Companies Do the Reverse Split”
Mon Nov 19/

Tue Nov 20
Solve problems 12.26, 12.35 and 12.33 

Wed Nov 21
NO CLASS MEETING

Thu Nov 22
THANKSGIVING RECESS

Financial Statement Analysis
Mon Nov 26/

Tue Nov 27
Study Chapter 5 and solve problem 5.21 (do not calculate the cash flow

from operations to current liabilities ratio).
Statement of Cash Flows

Wed Nov 28/

Thu Nov 29
Study Chapters 4 and 13 (bring Annual Report to class), and solve 

problem 13.7.  

Mon Dec 3/

Tue Dec 4
Solve problems 13.8 and 13.13.
Thu Dec 6
THIRD EXAMINATION. To be held in rooms 212 and 214 McNair Hall, 7:00-10:30 pm.
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