ACCT 410 — Foundations of Accounting

Leventhal Syllabus — Spring 2017

Schoal of Accounting Section 14001 8:00 — 9:50 TuTh (ACC 310)
Section 14003 10:00 — 11:50 TuTh (ACC 310)
Section 14006 12:00 — 1:50 TuTh (ACC 303)

Professor: Tracie Majors
Office: ACC 119

Office Phone: 213/821-9878

Office Hours: 2:30 — 3:30 Tuesday; and by appt. (also feel free to
email me at any time).

E-mail (the best way to contact me): tmajors@marshall.usc.edu

Course Description

This course provides an introduction to both financial and management accounting.
Accounting, in general, is a system that provides quantitative information to people for decision-
making purposes. Financial accounting systems summarize the events and transactions of
businesses for external users, such as banks and investors. Management accounting systems
summarize important phenomena for internal users, such as marketing managers. There is greater
emphasis in this class on financial accounting because many of you will use financial accounting at
some point in your lives, e.g., when making decisions about which stocks to buy. The presentation
will consist of moderately technical expositions of concepts and material, but the primary focus
will be that of the user (rather than the preparer) of accounting information.

This course is intended for those with limited or no prior business coursework. The course
is not open to students who have credit for other accounting courses, including BUAD 280
and 281 (or a similar course at another 4-year university). This course satisfies the requirement
for the business minor (and for other departments’ majors); however, it cannot be used toward a
degree in accounting or business. Students who successfully complete the course are eligible to
apply to the Leventhal School of Accounting’s Masters programs.

Learning Objectives

The overall goal of this course, as mentioned above is to introduce you to financial
accounting and management accounting. Subsumed under this goal are several specific learning
objectives and desired outcomes:

*  You should gain factual knowledge of important financial and management accounting
terminology, including, for example: asset, liability, equity, balance sheet, income
statement, statement of cash flows, net income, current ratio, accounts receivable,
inventory, revenue, cost of goods sold, FIFO, LIFO, fixed cost, variable cost, job order
costing, and activity-based costing.

--  The desired outcome for this objective is that you be able to define and
describe these terms. For example, you might be asked to define the term
“asset” and give an example.



You should gain factual knowledge of the placement of various items in annual
reports, including, for example, the auditor’s report, dividends paid, and operating cash
flows. That is, you should learn on which financial statements these items appear and
where, if applicable, or in which part of the annual report the item appears.

--  The desired outcome for this objective is that you be able to state where items
appear in the annual report. For example, you might be asked to state on
which financial statement you would find dividends paid.

You should learn fundamental financial and management accounting principles. For
example, you should learn the balance sheet equation; the effects of transactions and
events on asset, liability, and equity accounts; revenue and expense recognition
principles; effects of transactions and events on cash flows; various methods of
calculating inventory values and depreciation; methods for calculating breakeven
point; methods for calculating product costs; and so forth.

-- The desired outcome for this objective is that you be able to describe these
principles. For example, you might be asked whether a particular
transaction increases or decreases a particular account’s balance.

You should learn to apply the above factual knowledge to novel situations. That is, you
should be able to apply the definitions and descriptions of important terms, and apply
your knowledge of placement of items in financial statements.

-- One desired outcome for this objective is that you be able to classify examples of
concepts, and locate items in annual reports. For example, you might be asked to
determine whether a particular item is an asset or a liability (or neither), or
locate dividends in a given set of financial statements.

-- A second desired outcome for this objective is that you be able to critically read
media articles that use financial accounting and management accounting terms.
For example, you might be asked to read an article about a product’s costs and
identify the errors in that article.

You should learn to apply the above accounting principles to novel situations. For
example, you should be able to state (and/or calculate) the dollar effects of a particular
transaction (like purchase of materials on credit) on particular accounts like inventory
and accounts payable). As another example, you should also be able to calculate the
total cost of a manufactured product.

--  The desired outcome for this objective is that you be able to calculate various
accounting figures (e.g., account balances, costs, etc.) using fundamental
accounting principles. For example, you might be told that a company
borrowed funds from a bank and asked to record the dollar increases or
decreases to specific accounts caused by this transaction.

You should begin to learn how to critically analyze financial statements using the
above factual knowledge and principles. Specifically, using your understanding of
important terms, the effects of transactions and events on accounts, and the definition
and underpinnings of financial ratios, you should begin to be able to make assessments
of firms’ economic “well-being” based on their financial statements.




-- The desired outcome for this objective is that you exhibit a rudimentary
understanding of the use of financial ratios and other tools for analyzing financial
statements. For example, you might be asked which ratios are appropriate for
assessing a firm’s solvency and be asked to calculate these ratios given a set of
financial statements.

To achieve the above learning objectives, I will employ a combination of background
reading, interactive lecture, practice problems with solutions covered in class, in-class quizzes, and
prompt feedback on quizzes and exams. I expect questions from you during class, and you should
expect questions from me. Research on learning indicates that it is very difficult to gain anything
more than a superficial understanding of material without practice and feedback, so this class
incorporates a substantial amount of both. Given that you cannot obtain this practice and feedback
without attending class, attendance is very important. NOTE: The “Problems to Try” for each class
period are optional; I do not collect or grade homework. Some students prefer to do these problems
before class, then receive further reinforcement on the material when we cover them in class. Other
students feel more comfortable working the problems after we have covered them in class, which
we almost always do. You should choose the option that works best for you.

Required Materials, Readings, and Other Tools

The following texts are required for this course:

B Porter, G.A. and C. L. Norton. Using Financial Accounting Information: The
Alternative to Debits and Credits (9™ edition).

B SELECTED CHAPTERS from Garrison, R.H., EEZW. Noreen, and P.C. Brewer,
Managerial Accounting (15" edition), a custom bundle available at the bookstore.

There also will be readings from the business press, which I will post on the course
website. Additionally, you will find it helpful to bring a simple calculator to class each day as we
often will work problems in class. No other readings or tools are necessary. Note that I will provide
you with calculators for quizzes and exams.

Prerequisites and/or Recommended Preparation

The course has no prerequisites and requires no special skills. The quantitative aspects of
the course require only elementary math skills, and you are allowed to use a calculator.

Course Notes

Slides and handouts will be available on Blackboard prior to class. In my experience, some
students prefer to learn during class by taking notes within the electronic slides — thus, you are
welcome to download the slides and use them during class on your laptop. Alternatively, I have
observed that some students prefer to take notes “by hand.” You should choose the approach that
works best for you.

I will post quizzes and exams from a prior year of this course for you on Blackboard, as
we cover the relevant material. These are intended to help you practice for quizzes and exams, as
well as solidify your understanding of the material.

Please make sure that you are able to access Blackboard after the first class meeting. I will
communicate with you through Blackboard (which is connected to your USC email account).
Please make sure that you have your USC email forwarded to another account if you do not check
your USC email account frequently.



Grading Policies

Grade Composition

Total points for this course are 1000. Your letter grade will be determined based on your
relative performance. The 1000 points for the course are divided as follows:

Component Points

Midterm exam 1 260 (26%)
Midterm exam 2 270 (27%)
Final exam (NOT CUMULATIVE) 270 (27%)
Quizzes (total of 5 worth 50 points each; lowest 2 150 (15%)
grades will be dropped)

Participation 50 (5%)

1000 (100%)

After each student’s weighted total points are determined for the semester, letter grades will be
assigned on a curve according to the Marshall School of Business grading guidelines.

A grade of “W” is allowed only if a student withdraws after the third week but before the
end of the twelfth week of the semester. The grade of incomplete (IN) can be assigned only if
there is work not completed because of a documented illness or unforeseen emergency occurring
after the 12th week of the semester (or the twelfth-week equivalent for courses scheduled for less
than 15 weeks) that prevents the student from completing the semester. Arrangements for
completing an IN must be initiated by the student and agreed to by the instructor prior to the final
examination. All work required to replace the IN with a final grade must be completed within one
calendar year from the date the IN was assigned. If the student does not complete the work within
the year, the IN will automatically be converted to a grade of F.

Grading and Assignment Detail

My expectations for your performance on quizzes and exams are as follows. Quizzes will
include multiple-choice questions and short problems/spreadsheets. Because there is little
ambiguity as far as the correctness of answers in this course, the expectations are clear — you
should answer them as accurately as you can and as thoroughly as you can. Exams will include
multiple-choice questions, brief essay questions, and longer problems/spreadsheets, so the
expectations for performance are similar. You will be allowed to use simple calculators on quizzes
and exams (you must use the calculators that I provide to you in accordance with Leventhal School
policy). Preparing for these quizzes and exams is facilitated by keeping up with the work in class,
reworking problems that we have done in class, trying other problems that I will suggest (for exams
only), and practicing with the old quizzes and exams that I will post on Blackboard.

» The first midterm, which will be in class on Thursday, February 9“’, will cover the
material presented from January 10" through February 7",

» The second midterm exam, which will be in class on Thursday, March 23“‘, will cover
the material presented from February 14™ through March 21%. It will not be cumulative per
se, except to the extent that the material covered from February 14" through March 21*
requires knowledge of previously covered material (and this is true to a LARGE extent).

» The final exam, which is scheduled for Wednesday May 10", from 8:00 to 10:00 (for the
8:00 section), Tuesday, May 9™, from 11:00 to 1:00 (for the 10:00 section), or
Wednesday, May 10", from 2:00 to 4:00 (for the 12:00 section), will cover the material




presented from March 28" through April 27" Again, this exam will not be cumulative per
se, except to the extent that the material covered from March 28" through April 27"
requires knowledge of previously covered material (and this is true to only a small extent).

It is to your advantage to attend class every day, be well prepared, and act professionally
(including being on time). This is true for at least three reasons.

» First, and most significant, the material we cover in class is what is considered most
important for the course and, therefore, will be the material tested on quizzes and exams.
Accounting is best learned by practicing. Thus, attending class, and participating actively,
will help you learn the material most effectively.

» Second, quizzes and exams start promptly at the beginning of class; late arrivers will not be
given extra time to complete them.

» Third, I will make note of participation during class and, obviously, you cannot participate
if you are not there. Participation will constitute 5 percent of your total grade. During each
class session, I will assess your participation. Please note that strong participation is more
than simply showing up for class, and is instead based on the quality (not the quantity) of
the comments and thoughts that you share with your classmates and me. You will receive
an excellent participation grade if you come to class prepared and offer high quality,
thoughtful comments that add to our collective learning. I will also factor good “classroom
citizenship” into your participation grade. You can exhibit this attribute by (1) helping us
maintain a professional and engaging classroom environment, (2) showing interest in your
fellow classmates’ comments and thoughts (for example, by both listening to and following
up on others’ comments), and (3) being attentive and focused throughout class (very
important for both your learning and avoiding disrupting others’ learning). As one final
point, you are certainly not required to contribute in every single class session — the most
important thing is quality, not quantity.

Policy for Making up Quizzes and Exams

It is to your advantage to take all quizzes and exams at the time they are given. Further,
unless you have my prior approval, you MUST take quizzes and exams in the section for which
you are registered. This latter policy often is dictated by lack of space in the other sections, and the
policy regarding taking the final exam with your section comes from the university.

Additionally, there will be NO makeup quizzes given if you must miss one. This is because
the lowest two quiz grades are dropped. Also remember that quizzes are given at the beginning of
class, so if you arrive after the quiz is finished, you may not take the quiz. If you come to class late
but while a quiz is still in progress, you may not take extra time on it — you must turn it in when
time is called, irrespective of when you start.

With regard to exams, the policy of the Leventhal School of Accounting is that you should
not miss exams unless there is a very serious emergency AND you can properly document this
emergency. Also, to the extent possible, you must inform me of the emergency prior to the exam (I
understand that this is not always possible). If you miss an exam for something other than a serious
emergency and/or you cannot provide documentation, you will receive a grade of -0- on the exam.
If there is a serious emergency and you can provide proper documentation and, where possible,
notify me of the situation prior to the exam, I will not give a makeup exam. Instead, I will
determine your grade from the remaining exams and the quizzes. That is, I will “gross up” the
points from the other components of your grade so that it is as if you are operating on a 1000-point
scale. This policy works to your advantage (which is why I have implemented it) for two reasons.
First, it is virtually impossible to create makeup exams that are of the same level of difficulty as the
original exam; thus, I tend to err on the side of more difficult when creating the makeup one.




Second, if you have experienced an emergency, your performance on an exam shortly thereafter
likely would be compromised.

The final exam must be taken at the scheduled time unless an incomplete contract has
previously been approved according to Leventhal School of Accounting guidelines.

Policy for Regrading Quizzes and Exams

If you believe that your quiz or exam has been graded in error, I am happy to regrade your
paper if you do the following. For a simple mistake, such as an addition error or a multiple-choice
answer marked wrong incorrectly, please just show me the error. For a more complicated issue
such as a debate about an essay answer or an answer to a longer problem, please put your concern
in writing. NOTE: For either type of issue, you must contact me within 10 days of receiving the
quiz or exam. If I do not receive a request for regarding within 10 days of your receipt of the quiz
or exam, the grade will be considered final. Additionally, I reserve the right to regrade the entire
quiz or exam.

MARSHALL/LEVENTHAL GUIDELINES

Add/Drop Process

If you miss the first two weeks of the course, I will ask an administrator to drop you from
the course. This is so that everyone who wants the chance to take the course will have that chance.

Retention of Graded Coursework

I return all quizzes to you after they are graded. If you are not present on the day a quiz is
returned, I will continue to bring the quiz to class for one week after the initial return attempt. After
that, I will maintain quizzes in my office for you to pick up during office hours. Any quizzes not
picked up will be shredded at the end of the 2017 spring semester.

Academic Integrity and Conduct

USC seeks to maintain an optimal learning environment. General principles of academic
honesty include the concept of respect for the intellectual property of others, the expectation that
individual, independent work will be submitted unless otherwise allowed by an instructor, and the
obligation both to protect your own academic work from misuse by others and to avoid using
another’s work as your own. All students are expected to understand and abide by these principles.
SCampus, the Student Guidebook, (www.usc.edu/scampus or http://scampus.usc.edu) contains the
University Student Conduct Code (see University Governance, Section 11.00). The recommended
sanctions are located in Appendix A.

Should there be any suspicion of academic dishonesty, students will be referred to the
Office of Student Judicial Affairs and Community Standards for further review. The Review
process can be found at: http://www.usc.edu/student-affairs/SJIACS/. Failure to adhere to the
academic conduct standards set forth by these guidelines and our programs will not be tolerated by
the USC Marshall community and can lead to dismissal.

Students enrolled in any class offered by the Leventhal School of Accounting are expected
to uphold and adhere to the standards of academic integrity established by the Leventhal School of
Accounting Student Honor Code. Students are responsible for obtaining, reading and understanding
the Honor Code System handbook. Students who are found to have violated the Code will be



subject to disciplinary action, as described in the handbook. For more specific information, please
refer to the Student Honor Code System handbook, available from the receptionist in ACC 101.

Discrimination, sexual assault, and harassment are not tolerated by the university. You are
encouraged to report any incidents to the Office of Equity and Diversity http://equity.usc.edu/ or to
the Department of Public Safety http://dps.usc.edu/contact/report/. This is important for the safety
of the whole USC community. Another member of the university community — such as a friend,
classmate, advisor, or faculty member — can help initiate the report or can initiate the report on
behalf of another person. Relationship and Sexual Violence Prevention and Services (RSVP)
https://engemannshc.usc.edu/rsvp/ provides 24/7 confidential support, and the sexual assault
resource center webpage https://sarc.usc.edu/reporting-options/ describes reporting options and
other resources.

Class Notes and Recording Policy

Notes or recordings made by students based on a university class or lecture may only
be made for purposes of individual or group study or for other non-commercial purposes
that reasonably arise from the student’s membership in the class or attendance at the
university. This restriction also applies to any information distributed, disseminated or in any way
displayed for use in relationship to the class, whether obtained in class, via email or otherwise on
the Internet, or via any other medium. Actions in violation of this policy constitute a violation of
the Student Conduct Code, and may subject an individual or entity to university discipline and/or
legal proceedings.

No recording and copyright notice. No student may record any lecture, class discussion
or meeting with me without my prior written permission. The word “record” or the act of
recording includes, but is not limited to, any and all means by which sound or visual images can be
stored, duplicated or retransmitted whether by an electro-mechanical, analog, digital, wire,
electronic or other device, or any other means of signal encoding. I reserve all rights, including
copyright, to my lectures, course syllabi and related materials, including summaries, PowerPoints,
prior exams, answer keys, and all supplementary course materials available to the students enrolled
in my class, whether posted on Blackboard or otherwise. They may not be reproduced, distributed,
copied, or disseminated in any media or in any form, including but not limited to all course note-
sharing websites. Exceptions are made for students who have made prior arrangements with DSP
and me.

Support Systems

Students whose primary language is not English should check with the American
Language Institute http://dornsife.usc.edu/ali, which sponsors courses and workshops specifically
for international graduate students.

The Office of Disability Services and Programs (www.usc.edu/disability) provides
certification for students with disabilities and helps arrange the relevant accommodations. Any
student requesting academic accommodations based on a disability is required to register with
Disability Services and Programs (DSP) each semester. A letter of verification for approved
accommodations can be obtained from DSP. Please be sure the letter is delivered to me as early in
the semester as possible. DSP is located in STU 301 and is open 8:30 a.m.—5:00 p.m., Monday
through Friday. The phone number for DSP is (213) 740-0776. For more information visit
www.usc.edu/disability.




If an officially declared emergency makes travel to campus infeasible, USC Emergency
Information (http://emergency.usc.edu/) will provide safety and other updates, including ways in
which instruction will be continued by means of blackboard, teleconferencing, and other
technology.




Course Calendar

Key Dates

Tuesday, 1/24 — Quiz 1
Thursday, 2/2 — Quiz 2
Thursday, 2/9 — Midterm Exam 1
Thursday, 2/23 — Quiz 3

Legend for Assignments/Problems to Try

Tuesday, 3/7 — Quiz 4

Thursday, 3/23 — Midterm Exam 2

Thursday, 4/13 — Quiz 5

Final Exam (Tuesday, 5/9 or Wednesday, 5/10 —

depending on your section)

PN = Porter and Norton, Using Financial Accounting Information: The Alternative to Debits
and Credits (9™ edition)
GNB = Garrison, Noreen, and Brewer, Managerial Accounting (15" edition)
Note: the specified chapters are the Chapter Numbers in the custom book available from the
bookstore (i.e., on page iii in the Table of Contents). For your convenience, I have written the
Chapter title beside the Chapter #.
Class Problems to
No. Date Topic(s) Reading Assignments Try
Part I: Financial
Accounting
1 Tues., | Introduction to course; | None None
1/10 Purposes of accounting
2 Thurs., | Introduction to PN — Ch.1, pp. 3-7; 9-16; 21-26 None
1/12 financial accounting
3 Tues., | Balance sheet (I) PN — Ch. 2, pp. 59-66; 69-71 PN - Ex. 2-5
1/17 Ex. 2-12%
*just classify as
B/S or non-B/S
4 Thurs., | Balance sheet (1) PN — Ch. 1, pp. 7-9; 19-21 None
1/19 Ch. 2, pp. 53-59; 66-69
Ch. 3, pp. 103-113
Ch. 4, pp. 153-157
5 Tues., | Quiz 1 PN — Ch. 4, pp. 157-163 PN - Ex. 4-3
1/24 Income statement (I) The Earnings Game (article to read)
6 Thurs., | Income statement (II) PN-Ch.3,p. 114 PN - Ex. 3-5
1/26 Ch. 4, pp. 163-178
7 Tues., | Income statement (II1) | Proctor and Gamble PN — Prob. 4-2*
1/31 Which Number is the Real McCoy? *ignore salvage
A Better Way to Keep the Books value in part a.
(articles to read)




Class

Problems to

No. Date Topic(s) Reading Assignments Try
8 Thurs., | Quiz 2 PN - Ch. 1, pp. 16-19 (Under Armour | Bring your
2/2 Reading and analyzing Inc. Example) Target report
annual report (I) Ch. 2, pp. 71-79 to class
Ch. 6, pp. 285-297
The Value of an Annual Report
(article to read)
9 Tues., | Reading and analyzing | PN — Ch. 13, pp. 650-674 Bring your Target
2/7 annual report (II) report to class
10 Thurs., | MIDTERM I (covers
2/9 material through 2/7)
11 Tues., | Accounts receivable PN — Ch. 5, pp. 217-218 PN — Ex. 6-1
2/14 and revenues (I) Ch. 7, pp. 319-330 Prob. 7-2
12 Thurs., | Accounts receivable PN — Ch. 5, pp. 213-216, 219-232 PN — Prob. 7-3
2/16 and revenues (II); Ch. 7, pp. 331-333; 342-343 (part A)
Inventory and cost of
goods sold (I) Accounting for Gift Cards (article to
read)
13 Tues., | Inventory and cost of PN —Ch. 5, pp. 232-248 PN - Ex. 5-12
2/21 goods sold (I) How Efficient is that Company? (parts 2 - 4),
(article to read) Prob. 5-5
(part A)
14 Thurs., | Quiz 3 PN — Ch. 8, pp. 365-379 PN - Ex. 8-1
2/23 Noncurrent assets (I) Ch. 10, pp. 486-490 Ex. 8-2(pt.1)
Ex. 8-11
(pt. 1)
15 Tues., | Noncurrent assets (II) PN — Ch. 8, pp. 379-389 PN - Ex. 8-4
2/28 (do straight-
Buyers Beware: The Goodwill Games line also)
(article to read) Ex. 8-5
Ex. 8-6
16 Thurs., | Investments (I) PN — Ch. 7, pp. 336-341 PN - Ex. 7-11
372 Google’s Latest Launch: Its Own
Trading Floor (article to read)
17 Tues., | Quiz 4 PN — Ch. 9, pp. 463-473 None
3/7 Investments (II); Time
value of money
18 Thurs., | Current liabilities; PN — Ch. 9, pp. 447-463 None
3/9 Noncurrent liabilities Ch. 10, pp. 471-486

@

Tues., 3/14 and Thurs., 3/16 — ENJOY SPRING BREAK
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Problems to

Class | Date Topic(s) Reading Assignments Try
No.
19 Tues., | Noncurrent liabilities PN — Ch. 10, pp. 491-495 PN — Br. Ex. 10-8
3721 (I1) Prob. 10-3
20 Thur., | MIDTERM 2 (covers
3/23 material from 2/14
through 3/21)
21 Tues., | Owners’ equity; PN — Ch. 11, pp. 521-531; 536-541 PN - Br. ex. 12-3
3/28 Statement of cash Ch. 12, pp. 579-591; 605-607
flows (1) Accounting Shenanigans on the Cash
Flow Statement (article to read)
22 Thurs., | Statement of cash None None
3/30 flows (II)
Part II: Management
Accounting
23 Tues., | Introduction to GNB - Ch. 1 (Managerial GNB — Ch. 1-17*
4/4 management Accounting and Cost Concepts), pp.
accounting; 1-12; pp. 15-17 *just classify as
Determining COGS period or product
24 Thurs., | Determining product GNB — Ch. 2 (Job-Order Costing) None
4/6 costs (I)
Hollywood Studios Rewriting Pay
System for Their Talent (article to
read)
25 Tues., | Determining product Understanding Activity-Based None
4/11 costs (II); Activity- Costing (article to read)
based costing (I)
26 Thurs., | Quiz 5 GNB — Ch. 1(Managerial Accounting | GNB — 1-11%,
4/13 Activity-based costing and Cost Concepts), pp. 13-15 3-9
(II): Fixed vs. variable Ch. 3 (Cost Behavior and the | *just classify as
costs Contribution Format Income | variable or fixed
Statement), pp. 97-108
27 Tues., | Cost-volume-profit GNB — Ch. 3 (Cost Behavior and the | GNB — 3-7,
4/18 Analysis Contribution Format Income 4-16
Statement), pp. 109-111 (parts 1, 2)
Ch. 4 (Cost-Volume Profit
Relationships)
28 Thurs., | Standard costs and GNB - Ch. 5 (Standard Costs and GNB - 5-6
4/20 variances (I) Variances), pp. 177-189
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Class

Problems to

No. Date Topic(s) Reading Assignments Try
29 Tues, Standard costs and GNB - Ch. 5 (Standard Costs and GNB - 5-9
4/25 variances (II) Variances), pp. 189-195
30 Thurs, | LAST CLASS! Review and Wrap Up
4/27
5/9- FINAL EXAM (covers material from 3/28 through 4/27)
5/10
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