ADVANCED ACCOUNTING

Course Syllabus

Mgt. 124

Spring 2011
Gordon Klein, Lecturer

Contact Information:

Gordon L. Klein                                             

Office:  D521 (Mailbox: D413)



Email: gklein@anderson.ucla.edu






Phone:  310-825-1832 

Office Hours: Monday and Wednesday, 7:00am-7:30am; 11:30am to 12:30pm (class days)
My office is most easily accessed by entering from the southwest corner of the top level of adjacent Parking Structure, Lot #5. My office is one level above the Undergraduate Accounting Office in the Anderson School                                   

My office is most easily accessed by entering from the southwest corner of the top level of adjacent Parking Structure, Lot #5 (which is just west of the North Campus food court) 

My office is one level above the Undergraduate Accounting Office in the Anderson School.  

Course Objectives:

The objective of this course is to provide you with the skills to understand and analyze the following:

· Consolidated financial reporting

· Mergers and acquisitions

· Consolidated financial reporting

· Derivatives and hedging transactions

· Partnerships

Prerequisites: Mgt. 120A and 120B, or permission of instructor
Course Description:

This is an advanced financial accounting course that examines selected complex issues in accounting. While an understanding of certain Intermediate Accounting concepts is required, this course will refresh you about these topics learned before proceeding to examine more advanced applications. This course is more theoretical and conceptual than prior accounting courses, and the goal is not to simply memorize journal entries. Journal entries merely are the tools employed to achieve these broader conceptual and transactional goals.

Required Course Readings:

· Fundamentals of Advanced Accounting, 4th edition, Hoyle, McGraw-Hill (use of an earlier edition is NOT advisable because the syllabus will not match that edition) 

· The course packet, available at Course Reader Material, Westwood Blvd. 
· Current events articles (If relevant events involving accounting arise throughout the quarter, articles will be distributed from sources such as the Wall Street Journal and Barron’s) 

· Web-based articles (authoritative analyses from investment banks Bear Stearns and Credit Suisse First Boston on contemporary accounting topics will be disseminated via the class email list, when germane to our course material)   

Please bring the course packet to every class session. You do not need to bring the textbook. You are not responsible for the Appendices to each chapter, unless otherwise indicated. The Solutions Manual to the textbook is on reserve at the Rosenfeld (Anderson) Library, which is located at the North end of the Anderson complex.  
Educational Methodology:

This course principally is conducted through lectures and short case problems.  

Grading:

Your grade will be based on the following:

Midterm Exam




      
  80 points

Final Exam






120 points

Total                                                                   
            200 points

Exams are designed to test your ability to apply course material, and will require you to truly understand the principles discussed. Exams do not merely ask you to recite definitions or basic ideas mentioned in class, but rather, reward you for true comprehension rather than for rote memorization. Sample questions appear in the course packet, roughly at the midpoint of the course packet. 

In addition, noteworthy class participation may raise your grade by one step. For example, strong class participation would raise a B to a B+ or a C+ to a B-. 

Exams will be closed-book and will be comprised of various short questions and problems. However, you may bring the course packet and any notes written in the course packet into the exam. Partial credit will be allowed for items that materially demonstrate comprehension of the material. It will not be allowed, however, for solution elements that demonstrate trivial mastery of the question posed or could have been avoided by carefully verifying the problem facts or the calculations presented as your solution. The instructor’s determination of the grading key and policies is conclusive. Failure to follow exam instructions or to turn your exam in promptly when so instructed will result in No Credit. The final exam primarily will be noncumulative. Make-up exams will not be given under any circumstance. Course grades will be curved, using the grade distribution mandated by the Accounting Area of the Anderson School. 
Exam Preparation: 

Most students should study, in order of priority, as follows:

1. Review class lecture notes and the course packet

2. Solve assigned homework problems and cases

3. Read the textbook

YOU ARE ONLY RESPONSIBLE FOR THE CONCEPTS COVERED IN CLASS AND IN THE ASSIGNED PROBLEMS AND CASES. OBSCURE TOPICS MENTIONED IN THE TEXTBOOK, THEREFORE, WILL NOT BE TESTED.

To be fair to all students, I will not discuss exam content or preparation strategies individually.  I will set aside time for all such questions to be posed during class. 

Class Attendance and Homework:

I do not take attendance or collect homework. However, the Accounting Minor is a professional program and you are responsible for attending class. Also, exams emphasize classroom discussions. If you miss class, please do not ask me to repeat class information for you. 
Class Participation:

Class participation points will be added to your exam grades for meaningful contributions to class discussions that demonstrate a solid understanding of the cases and topics being discussed.

Class participation points will be deducted for students who disrupt the learning environment or demonstrate that they have not read the course materials, syllabus, or instructor emails. Specifically:

· Turn your cell phone off prior to class.

· If you must walk into class late, do so unobtrusively, while minimizing disruptions to others in class.

· Do not waste the instructor’s time regarding information that you should have and would have known if you had (1) attended class; (2) read the syllabus; or (3) read instructor emails. It is no excuse that you “don’t know anyone” in the class or hold a part-time job. Introduce yourself to someone early in the class and make arrangements with them in case you one day have to miss class.

Receiving and Reviewing Exams

Your midterm answer sheet normally will be returned at the end of the class session that follows the exam date. If you do not attend that class session, your exam will be available for pickup, starting the following day, at Room D413. Exams may be picked up there for a period of one week following the date on which exams were returned in class. 

Midterm answers and solution explanations may be reviewed at times and places announced in class when exams are returned.

Your final exam answer sheet may be reviewed the start of the following quarter, starting during Week 2. The exact times and places for review will be posted on my office door at D521, Anderson School, as of the start of Week 2 of the quarter following the quarter during which you were enrolled. 
Email Policies: 

Emails are a useful communication tool, and I usually respond to all emails within 24 hours, including on weekends. I firmly believe that it is proper etiquette for me to respond to all emails promptly. However, a few individuals view email as an around-the-clock substitute for attending class or interacting with classmates. As such, before sending an email, please consider:

1. Administrative issues such as picking up materials from when you missed class should be directed to a fellow classmate.

2. Unless a matter is urgent, please save your inquiry for our next class session or for office hours. Personal conversations allow me to give you a thorough answer, gain an insight into your conceptual struggles, understand any faulty underlying assumptions, and diagnose your problem more accurately.

3. If your email concerns grading records or the textbook, please assume that I do not have these documents with me since I usually answer emails from home. 

4. Please state discrete questions that call for succinct answers. If you pose more than one question, please number your questions, so I can refer to them by number.

5. I am happy to discuss your grades in person. Privacy laws prevent me from using email. 

If your email meets the above criteria, type “UCLA Mgt. 124” in the subject heading of your email. Otherwise, it might end up in my “junk” mail folder and go unread.

Impacted Course:

This course is an impacted course. As a result, you cannot drop this course after the first two weeks unless the university grants you a rare, special exception. Please consult university rules.

The Instructor:

Gordon Klein is a CPA, attorney, and expert witness on a diverse set of accounting issues, ranging from the Hoover Dam’s hydropower profits to financial aspects of the pornography industry. He has served as the General Counsel, Director, or advisor to numerous emerging and established businesses. Additionally, he utilizes his accounting skills as an LA Superior Court referee and arbitrator of disputes involving partnerships, LLPs, and LLCs.  He currently serves as the Managing Director of the Accounting Opportunities Fund, LLC, a hedge fund specializing in derivative investments. 

Mr. Klein has taught accounting, tax planning, financial analysis, commercial law, and entrepreneurship at both the UCLA Law School and the Anderson School. He appears regularly on CNBC TV, and his commentaries have appeared in the New York Times, Wall Street Journal, Business Week, Forbes, Fortune, People, and Los Angeles Times.

Mr. Klein earned his degrees at the University of Michigan Law School and Business School. 

WEEK
TOPIC


READING
           PROBLEMS/CASES
1 (March 28)
Review of Relevant



Concepts and Current
Events

The Equity Method

Ch. 1 (omit mid- p. 17 to 

end)




8,9
Financial Statement Example:

(We will track a company

for later class on derivatives.)


Economics Issue: Does the equity method reflect the economic reality of a



firm’s true change in wealth? If not, should the equity method properly

be a generally accepted method of asset measurement? 
Economics Issue: Does the increase in an investor company’s net income from applying the equity method usually differ from the cash flow generated from this investment?

Economics Issue: Under what circumstance will an investor company’s net income from applying the equity method be exactly equal to the cash flow generated from this investment?

2 (April 4)
Business Combinations          Ch. 2 (Omit p. 59 to end)
     9, 11, 13 
Economics Issue: Most acquisitions result in assets being written up to larger dollar values. Is this practice consistent with the conceptual underpinnings of conservatism? Is it consistent with any other accounting principle? 
Economics Issue: Does the write-up (or write-down) of assets as a result of an acquisition serve society’s needs for relevant and reliable financial statements?


3 (April 11)

Business Combinations-Continued



     21
4 (April 18)

Consolidation: 

Subsequent to Acquisition

            Ch. 3 (Read p. mid-88 to mid-98;  



p. 105 to end)










                8, 17

            Consolidation:

                        Noncontrolling Interest
Ch. 4 (omit mid-p. 160-163,              10, 15, 
 omit mid-p. 168-end)             16, 17, 18, 19           
NOTE:       Assume throughout the course that the parent company,

        on its separate books prior to consolidation, accounts for      
its ownership in the subsidiary by using the equity
 method. Thus, disregard all references to the “Cost” method and the “Partial Equity” method. 


Economics Issue: When a firm pays a premium to acquire a target company, the premium is allocated between various assets, most prominently goodwill and depreciable assets. Do current accounting rules give a firm an incentive to bias their asset allocations in a manner that might distort their reported income for financial accounting purposes?

Economics Issue: When a firm pays a premium to acquire a target company, the premium is allocated between various assets, most prominently goodwill and depreciable assets. Do the current accounting rules give a firm an incentive to bias their asset allocations in a manner that might distort their reported income for tax accounting purposes?

Economics Issue: In allocating the purchase price of an acquisition, does a firm’s managers have the same allocation incentives as the firm’s shareholders, or do the firm’s have a different incentive from its shareholders’? Which group is most interested in presenting near-term reported profits?

Economics Issue:  Why does the tax law allow certain acquisitive transactions to be nontaxable?

Economics Issue: Is a so-called tax-free corporate reorganization truly “tax-free” or is it instead merely “tax-deferred?” 
Economics Issue: Can goodwill be measured directly by examining an acquired firm’s future cash flows, or must it always be indirectly inferred as the residual paid to acquire a company in excess of the net identifiable assets? 
Economics Issue: The noncontrolling interest in a subsidiary is reflected on consolidated financial statements at the minority’s proportionate share of the subsidiary’s book value. Does this valuation method adequately reflect the minority’s true economic stake in the subsidiary?

Economics Issue: When a parent acquires a majority stake in a target company, a realization event clearly occurs under the purchase method of accounting, used by the parent. Shouldn’t the noncontrolling interest in the acquired target company accordingly be allowed to write-up, or perhaps write-down, its stake in the acquired company?

Economics Issue: If a target firm has a long-term liability on its books

that bears a below-market interest rate, would the acquirer value this liability at more, or less, than its stated face value?

Economics Issue: In many corporate mergers, the resulting tax basis of an asset often is less than its book value for financial accounting purposes. When this occurs, will the acquirer have to record Deferred Taxes? If so, is the resulting Deferred Taxes a liability or an asset? 

5

Intercompany Sales
  Ch. 5 (Omit p. 199- 213)         8, 9, 10, 11, 12, 24
(April 25)                                                                                                                          
            
Sample Midterm Questions


6


Monday: Review
(May 2) 


MIDTERM: Wednesday, May 4, tentative date





In class (Covers above assignments) 
7 (May 9)
            Derivatives: Foreign  

Currency and Hedging
Ch. 7


          7, 11, 13, 14 

NOTE: We are only focusing on “Cash Flow Hedges.” Ignore references to “Fair Value Hedges.” 











Economics Issue: In the aftermath of the September 11 tragedy, some U.S. government officials speculated that terrorists made investments in financial instruments to profit from this event. If a terrorist organization has “inside information” about an upcoming terrorist event, what investment vehicles could it use to profit from such “inside information?”  

8 (May 16)       Derivatives- Continued 
Ch. 7 




35
9 (May 23)      Partnership,LLC,LLP           Ch. 9                             11,12,13,14,15,16
 

           (May 30 is a holiday)
10 (June 2)     Partnership Liquidation      Ch. 10(p.443-451 only)             8, 23
Economics Issue:  What facets of partnership operations have led society to develop financial reporting rules that differ from corporate reporting rules?
Economics Issue:  What are the public policy justifications for establishing a separate Retained Earnings account for a corporation but not establishing such an account for partnerships? 

Economics Issue:  Under the goodwill method, Goodwill is recognized in recording the new admission of a partner. Is the recognition of Goodwill consistent with the historical cost principle? 

Economics Issue:  Under the bonus method, goodwill is not recognized in recording the new admission of a partner. Does the bonus method properly reflect economic reality?
FINAL EXAM (Noncumulative)


Tuesday, June 07, 2011


3:00 PM - 5:30 PM
PAGE  
2

