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Course Objectives

Welcome to Financial Accounting and Reporting IV (Accounting 4402).  This is the fourth course in a four-course sequence in financial reporting.  Financial reporting is the process through which companies communicate their financial position and results of operations to capital market participants.  This is vital information for efficiently operating capital markets.  This course consists of an in-depth examination of the accounting for and reporting of business combinations (mergers and acquisitions or M&A).  Following a comprehensive examination of M&A-related topics, we will examine the conversion of foreign currency financial statements, the conversion of IFRS-based financial statements, segment reporting, interim reporting, and Securities and Exchange Commission reporting.  
Course Prerequisites

The prerequisites for this course are ACCTNG3402 (Financial Accounting and Reporting II) MT1030 (College Algebra) and ACCTNG 4401 (Financial Accounting and Reporting III).  With permission, students may be able to take ACCTNG 4401 and 4402 concurrently. If you do not meet these prerequisites, please see an advisor immediately.  If you fail to attend to this, you will be withdrawn from the course by the Dean's office when they complete the prerequisite audits.  By that time, it will be too late to register for another class.  Thus, if you want the opportunity to choose another class, you must take action immediately.  

Required Course Materials:

Textbook:  

Customized Text:  Hoyle, Schaeffer, and Doupnik, Advanced Accounting, 13th Edition (McGraw-Hill Irwin)
Class Format:

I will conduct the class using an active discussion format.  I intend for the class to be professional yet comfortable. Whether we are face-to-face or meeting virtually, please feel free to ask questions when something is unclear.  You add value to the class when you ask questions, answer questions, provide opinions, provide your anecdotal observations and experiences, provide knowing nods or looks of bewilderment, and even when you make jokes (tasteful only).  Accordingly, please ask questions when a concept is unclear or provide additional insight when appropriate. 

Exams and Grading

There will be a total of 500 points available in the course as follows:          
Points



Exam 1








100



Exam 2








100


Exam 3








100

Final Exam








100


Course Project








60
  

Passion, Perseverance, and Professionalism (Professional Grit)

40
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A
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B
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C
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D
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Final grade distributions usually fall within or very close to these cutoffs in this course.  I will assess the final point distributions.  If the distribution dictates, I may adjust these cutoffs downward.  However, the cutoffs are never increased.  I should add that the grades have usually distributed nicely such that downward adjustments have not been necessary.    

Exams
There will be three exams during the term.  The exams are worth 100 points each.  Each exam will include multiple choice questions, short answer questions, and/or problems.  Exam dates and times are shown on the class calendar.  

Homework

You will have to work hard in this course because the concepts and mechanics are complex and require a deep understanding to master.  Please plan on three hours or more of work outside of class for every hour in class.  If you are not working hard on the problems in this course, the material will overwhelm you.  
I have kept the assigned homework problems to a minimum.  You will have to complete all of these problems to understand the concepts that we study and to perform at a high level on the exams.  Please complete the problems using EXCEL and/or WORD and upload your work in CANVAS each week.  While I will not be placing points in the weekly work, I will be reviewing it as evidence of the effort level.  Effort level is of course one major component of the Passion, Perseverance, and Positivity assessment.  
Course Project

I will distribute a course project later in the course.  The project will be worth 60 points.  The project should be completely your own work.  

Passion, Perseverance, and Professionalism (Professional Grit)

UMSL Accounting graduates have a well-deserved reputation in the St. Louis market place for being passionate, persevering, and demonstrating a positive attitude.  Angela Duckworth in her popular Ted Talk calls this “Professional Grit”.  See https://www.ted.com/talks/angela_lee_duckworth_grit_the_power_of_passion_and_perseverance for her insight on the matter.   These qualities are as important for one’s academic and professional success as intellectual ability.  Passion and perseverance is demonstrated by arriving on time (or preferably early), being friendly, courteous and professional with others, having a positive attitude about work and life, working hard on assignments, and delivering organized and professional-looking work output on time.  
To demonstrate these qualities demonstrate diligence in your class preparation, complete the assigned reading and homework assignments to prepare for our class meetings, submit deliverables on time, arrive on time (or preferably early), demonstrate positivity in your interactions with fellow students and professors, treat your fellow students and professors with respect, and act with integrity at all times.  This course is designed to reflect the CPA workplace.  You are expected to finish all tasks in a high-quality manner whether the task has points assigned to it or not.  In short, I am assuming that you have completed every task on the course schedule.  
Students sometimes lose professionalism points for behaviors such as not notifying me about missed class meetings, repeatedly missing class, repeatedly arriving late and/or leaving early, exhibiting consistently poor effort, preparing unsightly deliverable products, exhibiting disrupting behaviors in class meetings, being rude or disrespectful towards fellow students, or committing an act of academic dishonesty.  
A Strategy for Succeeding in this Course

Success in this course results from a several step process.  The first step is to actively participate in class.  Work the cases with a diligent spirit and a desire to master the material by the end of the week.  The second step is to complete the assigned reading.  This will provide you with an overview of the material.  You will have an excellent frame of reference for what you are reading because we immerse you in the material during our time together.  The third step is to study lectures that I have placed on our learning management system.  Study these lectures as if you were viewing them in the live classroom.  To this end, take notes and replay any passages that are not entirely clear.  Once you have studied the assigned lecture, rework the case from class without access to the lecture.  If you struggle with that case, return to the lecture to obtain guidance.  Next, attempt all assigned homework problems.  The material in this course is challenging.  If you follow these steps, you will likely succeed.  

Withdrawing from the Class

The material is difficult in this course. Succeeding in this course requires a lot of work outside of the class. Each semester, some students will drop the class.  First, let me emphasize that you do not have to apologize to me for making this decision!  There is no shame in it.  Here are the relevant deadlines for this decision.
Relevant Drop Dates:

September 16:

Deadline to drop without receiving a grade

October 14:  

Deadline to drop without instructor approval (Grade on transcript “EX”)

November 11: 

Last day to drop a class (grade of “EX” or “withdrew while failing”)

Late Assignments

Any assignment submitted later than the due date and time is considered late.  This policy is established and enforced to be completely fair to all students that submitted the assignment on time.  Late assignments will be accepted up to one week late and graded as follows:

First late assignment: 


50% of the points earned

Second late assignment:

20% of the points earned

Requests For Regrading

Please submit requests for regrading via an email message.  Such requests must be received no later than one week from the date the graded item was returned.  A regrade request requires only a brief note identifying the item in question and the reason why you believe you deserve more credit.  I will not accept any requests later than a week following the assignment, exam, or project in question. 

Student Honor Code:
Academic institutions strongly endorse values that all students should feel compelled to live by including honesty, responsibility, and ethical behavior.  In this course, all examinations and written projects are to be each student’s own work.  Students caught cheating will be reported to University officials and may face serious consequences.   

I would like to add a thought on dishonesty and cheating.  Integrity is one of the most wonderful, valuable, and important attributes of a person.  Integrity is especially valuable for accountants and business professionals because of our stewardship responsibilities.  On the exam days, you are really taking two exams.  The first exam tests your mastery of the course material.  The second exam tests your integrity.  I hope that you flunk neither.  However, if you are going to flunk one of those tests, flunk the one over the material!
Course Calendar
Week 1









August 26
Accounting for Equity Investments (Chapter 1)
Passive Interest or Active Interest Investments
· Print ADV 1 (class materials)

· Read pages 1-18
· Read pages 18 - 27

· Study Kaltura Video:  Active Interest Investments:  An Introduction

· Study Kaltura Video:  Accounting for Active Interest Investments – The Equity Method (Singing Beatles Case)
· Study Kaltura Video:  Accounting for Unrealized Profit on Interaffiliate Transactions (Equity Method)
· Study Kaltura Video:  Required Disclosures Associated with Active Interest Investments
· Applying the Equity Method:  Accounting for subsidiary income and dividends
· Problems 1, 3, 4, 6
· Applying the Equity Method with excess basis:

· Problems 7, 13, 14, 15, 16
Significant Influence (The Equity Method) with unrealized profits from intercompany inventory transactions (Pages 18-27)
· Applying the Equity Method with intercompany profit transactions:  

· Problems 11, 12, 25
Week 2 








September 2
Accounting for Business Combinations (Chapter 2)

The Acquisition Method Applied at the Date of Acquisition (Only one entity exists post-combination)
· Print ADV 2

· Read pages 39-54
· Read pages 54-67

· Study Kaltura Video:  Accounting for Mergers:  An Introduction

· Study Kaltura Video:  Accounting for a Merger on the Date of the Merger (Perfect Music and Singing Beatles)

· Recording a merger (one-post combination entity) in the acquirer’s general journal:  Problem 22, 25, and 30
The Acquisition Method applied at the date of the acquisition (two post-combination entities exist)

· Study Kaltura Video:  Accounting for a Business Acquisition on the Date of the Acquisition (Perfect Music and Singing Beatles)
Bargain Purchase:

· Study Kaltura Video:  Accounting for an Acquisition – Bargain Purchase

Contingent Consideration:  
· Study Kaltura Video:  Illustration:  Contingent Consideration in an Acquisition

· Complete Problem 9

Week 3 








September 9
Consolidation Subsequent to Date of Acquisition (Chapter 3)
Consolidation Subsequent to Date of Acquisition:  Basic Consolidation Procedures
· Print ADV 3

· Read pages 89-102
· Study Kaltura Video:  Introduction to the Consolidation Process at the End of Reporting Periods Subsequent to the Acquisition

· Study Kaltura Video:  Illustration:  Consolidation Worksheet (Pronto_Sherlock_FullEquity)
· Determining consolidated financial statement amounts:  Problems 5, 10, 11, 12
· Preparing consolidated financial statements (via the consolidation worksheet and consolidation / elimination entries):  Problems 26 and 27
Consolidations Subsequent to Date of Acquisition:  Parent uses the Initial Value Method or Partial Equity Method in its internal records

· Read pages 102-113
· Study Kaltura Video:  Illustration:  Consolidation – Parent Applying Partial Equity Method (Pronto_Sherlock_PartialEquity)
· Study Kaltura Video:  Illustration:  Consolidation – Parent Applying Initial Cost (Pronto_Sherlock_InitialCost)
· What to do when the parent is not applying the Equity Method in their internal accounting records:  Problem 15

· Consolidation worksheet (parent not using the Equity Method):  Problems 31
· Extra practice with a full consolidation including contingent consideration:  Problem 33 

Week 4 








September 16
Consolidated Financial Statements with Non-Controlling Interests (Chapter 4)

Consolidated Financial Statements with Non-Controlling Interests
· Print ADV 4
· Read pages 155-175 and 185-189
· Study Kaltura Video:  ADV4:  Consolidation and Noncontrolling Interest
· Non-controlling interest – general:  Question 1 and Problem 5
· Consolidated financial statement amounts when non-controlling interests exist:  Problems 2, 7, 8
· Completing a consolidation worksheet when non-controlling interests exist:  Problem 37(a) 
Consolidated Financial Statements with Non-Controlling Interests
· Consolidated financial statement amounts when non-controlling interests exist:  Problems 14, 15, 16
· Completing a consolidation worksheet when non-controlling interests exist:  Problem 40

Week 5 








September 23
Exam 1

Week 6 








September 30
Consolidated Financial Statements: Intercompany Inventory Profit (Chapter 5)

Consolidated Financial Statements:  Intercompany Inventory Profit Transactions
· Print ADV 5

· Read pages 211-232
· Study Kaltura Video:  ADV5 Consolidation with Intercompany Profits Transactions:  An Introduction

· Study Kaltura Video:  ADV5 Illustration:  Consolidation – Intercompany Inventory Profits (Downstream) (Pronto_Sherlock)

· Calculating consolidated revenues, cost of sales, and other consolidated amounts when intercompany inventory sales have occurred:  Problems 5 and 6

· Impact of unearned intercompany profits on the allocation of net income to the non-controlling interests:  Problems 7, 18 (a, b, c, d), 19
· Preparing consolidated financial statements when intercompany inventory sales have occurred: Problem 31
[Note:  There will be three cases for our “in class” experience.  The Platt and Sedalia 2 case will be the focus of our time together.  Please complete the Primm and Stall case and the Platt and Sedalia 1 case and ensure that your solution agrees with my solution per the video that will be made available on CANVAS.]
Week 7 








October 7
Consolidated Financial Statements:  Intercompany Profit Transactions:  Inventory, Land and Depreciable assets (Chapter 5)

Intercompany Profit Transactions (Inventory, Land, and Depreciable Assets)

· Read pages 232-244
· Study Kaltura Video:  ADV5 Illustration:  Consolidation – Intercompany Inventory, Land, PP&E Transfers
· Preparing consolidated financial statements when intercompany inventory sales, land sales, and depreciable asset sales have occurred:  Problem 35a and 36
· Consolidation with intercompany profit transactions (inventory, land (non-depreciable assets), PP&E and other depreciable assets)

[Note:  There will be three cases for our “in class” experience.  The Platt and Sedalia 2 case will be the focus of our time together.  Please complete the Primm and Stall case and the Platt and Sedalia 1 case and ensure that your solution agrees with my solution per the video that will be made available on CANVAS.]

Week 8 








October 14
Special Topics in Consolidation Accounting
ADV 6A:  Push Down Accounting and Goodwill Impairment Testing
Push-Down Accounting 
· Print ADV6A
· Read pages 72-74
· Study Kaltura video: Push-Down Accounting (with Illustration)
· Push-Down Accounting:  Problems 37 and 38 in chapter 2 

Goodwill Impairment Testing

· Read pages 115-121
· Study Kaltura video: ADV6A: Goodwill Impairment Testing

ADV6B:  Mid-year Acquisitions, Step Acquisitions, and Sales of Ownership Interests 

(1) Mid-year Acquisitions

· Print ADV 6B
· Mid-Year Acquisitions:  Read pages 175-177
· Study Kaltura video: Mid-Year Acquisitions (An Illustration)
· Mid-Year Acquisitions:  Problems 9, 35, and 42 from Chapter 4

(2) Step Acquisitions
· Read pages 177-182

· Study Kaltura video: Step Acquisitions (An Illustration)
(3) Sales of Ownership Interests

· Read pages 182-185

· Study Kaltura video: Sales of Ownership Interests (An Illustration)
Week 9 








October 21
Exam 2

Week 10 








October 28
Special Topics in Consolidation Accounting

Variable Interest Entities 
[Note:  This material is from Chapter 6]

ADV6C_SPEC_C:   

(1) Variable Interest Entities: 

· Print ADV 6_Spec C

· Read pages 251-272
· Study Panopto video: “Variable Interest Entities”

· Study Panopto video: “Consolidating Variable Interest Entities”
· Complete Chapter 6 problem 26
Consolidated Financial Statements:  Consolidated Earnings per Share
[Note:  This material is from Chapter 6]

ADV6C_SPEC_C:   

(2) Consolidated Earnings Per Share:

· Read pages 286-288
· Study Kaltura Video:  Earnings Per Share for the Consolidated Group
· Complete Chapter 6 problems 9 and 48
Statements of Cash Flows for the Consolidated Group

The process for preparing the Statement of Cash Flows for a Consolidated Group is the same as that for a stand-alone entity.  We do not sum the cash flows from the respective stand-alone entities in the group.  Instead, we complete the Consolidated Balance Sheet and the Consolidated Income Statement and then prepare a Statement of Cash Flows just as we did for the stand-alone entity.  One issue that does arise is a complexity with dividends paid by the consolidated group.  The dividends paid on the Consolidated Statement of Cash Flows will equal the dividends paid by the parent company to its shareholders plus dividends paid by subsidiaries to their non-controlling interest.  Dividends paid by subsidiaries to the parent company will have already been eliminated during the consolidation process.  
· Read pages 281-286
· Study Kaltura Video:  Statement of Cash Flows for the Consolidated Group
· Complete chapter 6 problems 7, 8, and 47

Issuance of Additional Shares by a Subsidiary
· Study Kaltura Video:  Subsidiary Issuance of Additional Shares
Repurchase of Shares by a Subsidiary

· Study Kaltura Video:  Subsidiary Repurchase of Shares
Week 11 








November 4
Income Tax Accounting for a Business Combination (Chapter 7)
Income Tax Accounting for a Business Combination

· Print ADV 7

· Read pages 333-349
· Study Panopto Video: Income Tax Accounting for Consolidated Groups:  An Introduction
· Study Kaltura Video:  Income Tax Accrual for the Consolidated Group:  An Illustration
· Problems Chapter 7 problems 4, 5, 7, 11, 12, 19, 21 

Week 12 








November 11
Translation and Remeasurement of Foreign Currency Financial Statements 
1. General
· Print ADV 10

· Read Chapter 10
· Study PANOPTO video: “Foreign Currency Financial Statements:  Introduction to Remeasurement or Translation”
2. Translation of Foreign Currency Financial Statements

· Study Kaltura Video: Translation of Foreign Currency Financial Statements

Translation Exercises
· Answer Chapter 10 question 8 

· Complete Chapter 10 problems 1, 3, 5, 6, 33 (Chapter 10)

3. Remeasurement of Foreign Currency Financial Statements

· Study PANOPTO video: “Remeasurement of Foreign Currency Financial Statements”

· Study PANOPTO video: “Foreign Currency Transactions”


Remeasurement Exercises
· Answer Chapter 10 question 11

· Complete Chapter 10 problems 7, 34a (Chapter 10)
Week 13 








November 18
Exam 3

Week 14 








December 2
Worldwide Accounting Diversity and International Standards

1. Print ADV 11

2. Read Chapter 11
3. Study Kaltura Video:  Worldwide Accounting Diversity and International Financial Reporting Standards

4. Study Kaltura Video:  Conversion from IFRS- to U.S. GAAP-based Financial Statements
5. Work the following problems in Chapter 11 

General

· 11 (The IFRS accounting policy hierarchy)

· 13 (Foreign companies registered with the U.S. SEC to list on the NYSE)

· 14 (The extent to which the SEC requires or permits the use of IFRS by U.S. public companies)

· 15 (Which companies must provide a US GAAP reconciliation?)

IFRS to US GAAP Adjustments

· 18 (Sale and leaseback)

· 19 (Convertible Bonds)

· 20 (Component depreciation)

· 21 (Past service cost associated with a defined benefit pension plan)

· 22 (Intangible asset valuation)

· 23 (Research and development costs)

· 24 (Contingent loss)

· 25 (Property, plant, and equipment valuation)

US GAAP to IFRS Adjustments

· 26 (Contingent loss)

· 27 (Property, plant, and equipment valuation)

· 28 (Research and development costs)

· 29 (Sale and leaseback)

· 30 (Property, plant, and equipment valuation)

Week 15 








December 9
Segment Reporting

· Print ADV 8

· Read pages 363-379
· Study PANOPTO Video: Segment Reporting

· Complete Chapter 8 problem 37 

Interim Financial Reporting

· Read pages 379-390
· Study Kaltura Video:  Interim Financial Reporting (The Integral Approach)
· Complete Chapter 8 problem 39 

Financial Reporting and the Securities Exchange Commission

· Print ADV 12

· Read Chapter 12

· Study Kaltura Video:  An Introduction to SEC Reporting

Final Exam 








December 16
5:30 – 7:30 
(NOTICE THE DIFFERENT TIME!)
