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UNIVERSITY OF PITTSBURGH

Katz Graduate School of Business
Course: 
BACC 2525 Financial Statement Analysis (3.0 credits) – graduate
Location: 
208B Cathedral: Day Section from 11:00am to 12:15pm, Mondays and Wednesdays



204 Frick Fine Arts: Night Section from 6:30pm to 8:55pm, Mondays
Instructor: 
Jocelyn D. Kauffunger



254 Mervis Hall



(412) 624-0359


jkauffunger@katz.pitt.edu
Office Hours: 
 M and W from 3:30pm to 4:40pm 
Course  

Annual Reports of a variety of companies
Materials:
Handouts and Supplemental Problem Material provided on Courseweb
Course Objectives: 

This course focuses on the financial statements and related note disclosures of publically traded companies, and to the correlation of the integrity of the historical financial data with the company's stock prices. This course helps students develop a systematic approach to analyzing reported financial data and an awareness of the ethics and underlying risks of inconsistencies across companies.
Prerequisites: 
Undergraduate/MAcc




Graduate/MBA
BUSACC 
Financial Accounting

Intermediate Financial Reporting II


BUSACC
Managerial Accounting

Financial Accounting (B+ or better)


BUSACC
Intermediate Financial Reporting I



BUSACC
Intermediate Financial Reporting II

Class Structure: 

Classes will be a combination of lectures, discussions of assigned homework problems and in-class assignments. In addition, students, in random fashion, will be called upon to participate. 
Course Grading: 

Your final grade will be determined as follows: 

	
	
	Undergrd
	Graduate

	Homework
	(best 15 of 16)
	25%
	20%

	Class work 
	(best 12 of 13)
	15
	15

	Participation
	
	5
	5

	Midterm Exam
	
	25
	25

	Final Exam
	
	30
	30

	2-page paper
	
	-
	5

	
	
	
	

	Total
	
	100%
	100%


Homework: 

Students will be required to submit responses to those problems that are in the column “Homework”. Students are asked to copy their responses to the “Homework”; the copy will be submitted to the instructor at the start of class, and the student will keep the original to use during class discussion. 
Only homework submitted in person by the student during class time will be accepted. Only the copy of the homework will be accepted (to encourage students to keep the original for class discussions).  

One homework assignment may be omitted from the student’s overall grade; as such, no late assignments will be accepted. Homework will be graded based upon completion and accuracy.  
Participation: 

Students will be asked to provide answers to questions and problems during class time on a random basis. The following scale will be used: 2 points, response and elaboration; 1 point, no response but present; 0 points, if absent. 
Class Work: 

Class work will be done frequently to augment understanding of analysis application procedures. Students will be asked to self-grade assignments during class discussion. The following scale will be used to grade class work: 3 points, completed with significant effort and self-graded in another color pen/pencil;1 point, incomplete or self-graded in the same color pen/pencil; 0 points, absent. 

One missed class assignment is permitted without affecting the student’s overall grade.  
Midterm and Final Exam: 
A midterm exam and a final exam will be administered during the semester. Please refer to the attached schedule for the dates of each exam. No exceptions will be made. There are no make-up exams.  
A review sheet detailing topics to be covered on each exam will be provided to students to assist with their preparation. Any factual data from annual reports reviewed during class time will be provided to the students for use during the exam. 
All technology (including cell phones) must be turned “off” during exams. Cell phones are not permitted to be used as calculators during exams. A simple calculator (one that performs basic math, with no memory, finance functions or graphing capabilities) is permitted to be used only. If a student is found to either be using technology or cell phones or have his/her cell phone “on” during an exam, that student will receive a “zero” (0%) on the test in question. 
2- page paper for Graduate Students: 

Please refer to the instructions provided on Courseweb regarding this requirement in the folder “Graduate Students”.

Academic Integrity: Homework, which will be graded and included as part of the overall grade, is included in this course due to the time consuming nature of the tasks. This is a privilege that I hope the students will appreciate and not abuse by working together in any way. You should not speak to anyone about take-home material or homework assignments. Any communication of any form about take-home materials or homework assignments will be considered a violation of the CBA Code of Academic Standards, and as such, the students in question will earn a 0% on the item, without the ability to drop the grade.  All other violations of the Code of Academic Standards will be dealt with according to University policies and procedures. 
Students may communicate with the instructor with regard to questions about homework or other take-home materials. 
Students with Disabilities: 
If you have a disability for which you are or may be requesting an accommodation, you are encouraged to contact both your instructor and Disability Resources and Services (DRS), 216 William Pitt Union, (412) 648-7890/(412) 383-7355 (TTY), as early as possible in the term. DRS will verify your disability and determine reasonable accommodations for this course. 

Day Section
	Week beginning
	Mon (A)/ Wed (B)
	
	In-class Objectives
	Homework Problems

	Jan 3
	A
	No class
	
	

	
	B
	
	Syllabus
	

	Jan 10
	A
	
	Lecture Notes #1: 

Plan/Tools for analysis & contents of a 10-K or 20-F (HD v Honda)
	

	
	B
	
	Lecture Notes #2:

Multi-step I/S & Class. B/S for different industries

Class Work #1:

Who’s who?
	

	Jan 17
	A
	No class
	
	

	
	B
	
	Review Homework
Lecture Notes #3: 

Variable Interest Entities and Finance Receivables
	HW #1: Industry I/S & B/S: who’s who?

	Jan 24
	A
	
	Review Homework

Lecture Notes #4: 

How to highlight an i/s item (Honda & McD)
Class work #2: 

Common-size income stmt HD

Highlight Trends HD
	HW #2: Auto Industry Questions
Read pages 3 – 13 and pages 28 – 48 of the Harley Davidson 10-K for the period ended Dec. 31. 2009

	
	B
	
	Review Homework

Lecture Notes #4: 

How to roll forward an i/s item (Beer example in Lecture Notes)
Class work #3: 

Roll forward Honda Revenue
	Read Honda Annual Report, pages12-13; 18-19; 38-39 

Bring Honda Annual Report to class

	Jan 31
	A
	
	Review homework
Lecture Notes # 5:

Foreign Currency Translation

Class work #4:

Foreign Currency Translation exercises
	HW #3: Roll forward significant items on i/s for HD
Use model provided in Lecture Notes #4, Attachment I

	
	B
	
	Lecture Notes #6: 

Statement of Cash Flows (McD)

Class work  #5: 

Prepare CF Analysis worksheet (Honda)
	HW #4: Foreign Currency Translation problems



	Feb 7
	A
	
	Tie the income stmt to the balance sheet and stmt of cf analysis worksheet using footnotes (using McDonalds in class)
	HW #5: Prepare a Cash Flow Analysis for Harley Davidson 

Review roll forward footnotes for McD, provided on Courseweb

	
	B
	
	Lecture Notes #7: 

Investments (Ford)
Class work #6: 

Investment problems (Honda)
	HW #6: Tie income statement to balance sheet and stmt of cash flows analysis for Harley Davidson using footnotes

	Feb 14
	A
	
	Lecture Notes #8:

Summarize analysis results (McD).
	HW #7: Investments homework problems

	
	B
	
	Review for Midterm exam
	

	Feb 21
	A
	
	Review homework
	HW# 8:Summarize analysis results for HD

	
	B
	
	Midterm exam
	

	Feb 28
	A
	
	Midterm exam
	

	
	B
	
	Review Midterm exam results
	


Day Section (continued)
	Week beginning
	Mon (A)/ Wed (B)
	
	In-class Objectives
	Homework Problems

	Mar 7
	A
	No class
	
	

	
	B
	No class
	
	

	Mar 14
	A
	
	Review Analysis Process
Class work #7: 

Highlight i/s’s for Wholefoods and Safeway (common-size i/s)
	HW #9: Grocery Store Industry Questions

	
	B
	
	Lecture Notes #9: 

Common ratios

Industry Specific Ratios

Class work #8:

Compile ratios for grocery stores
	HW#10: Roll forward i/s’s for Wholefoods and Safeway

	Mar 21
	A
	No class
	
	

	
	B
	
	Review homework
Lecture Notes #11:

Operating v Capital Leasing
Class work #9: 

Review Properties and Lease footnotes for Wholefoods and Safeway
	HW #11: Grocery store ratios calculated for Wholefoods and Safeway

	Mar 28
	A
	
	Review homework
What are the strategy differences between Wholefoods and Safeway, and where are these reflected on the financial results? 
	HW #12: Operating v Capital Lease homework

	
	B
	
	Review homework
Class work #10: 

Tie f/s for Wholefoods and Safeway
	HW #13: Cash Flow Analyses for Wholefoods and Safeway

	Apr 4
	A
	
	Review homework
Class work #11:
Compile ratios for analysis of airlines
	HW #14: Airline Industry Questions

	
	B
	
	Review homework
Class work #12: 
Tie f/s for USAirways and Southwest
	HW #15:Highlight i/s’s for USAirways and Southwest (common-size i/s); Roll forward i/s’s for USAirways and Southwest; Cash flow analyses for USAirways and Southwest

	Apr 11
	A
	
	Review homework
Identify strategy differences between USAirways and Southwest
	HW #16:Airline Industry ratios calculated for USAirways and Southwest

	
	B
	
	Class work #13:
Tie ratio and fin results to strategy differences between USAirways and Southwest
	

	Apr 18
	A
	
	Review for final exam
	

	
	B
	
	Review for final exam
	

	Apr 25
	A
	
	Week of final exams
	

	
	B
	
	
	


Night Section

	Week beginning
	
	In-class Objectives
	Homework 

	Jan 3
	No class
	
	

	
	
	
	

	Jan 10
	
	Syllabus
	

	
	
	Lecture Notes #1: 

Plan/Tools for analysis & contents of a 10-K or 20-F (HD v Honda)
Lecture Notes #2:

Multi-step I/S & Class. B/S for different industries
Class Work #1:
Who’s who?
	

	Jan 17
	No class
	
	

	
	
	
	

	Jan 24
	
	Review Homework 
	HW #1: Industry I/S & B/S: who’s who?

	
	
	Lecture Notes #3: 

Variable Interest Entities and Finance Receivables
Lecture Notes #4: 

How to highlight an i/s (Honda & McD)
Class work #2: 

Common-size income stmt HD

Highlight Trends HD 
	HW #2: Auto Industry Questions

Read pages 3 – 13 and pages 28 – 48 of the Harley Davidson 10-K for the period ended Dec. 31. 2009
Extra practice problems for all HW assignments  available on Courseweb. 

	Jan 31
	
	Review Homework
	

	
	
	Lecture Notes #4: 

How to roll forward an i/s item (Beer example in lecture notes)
Class work #3: 

Roll forward Honda Revenue
	 

	Feb 7
	
	Review Homework
	HW #3: Rollforward significant items on i/s for HD

	
	
	Lecture Notes # 5:

Foreign Currency Translation

Class work #4:

Foreign Currency Translation exercises
Lecture Notes #6: 

Statement of Cash Flows (McD)

Class work  #5: 

Prepare CF Analysis worksheet (Honda)
	Use model provided in Lecture Notes #4, Attachment I


	Feb 14
	
	Review Homework
Tie the income stmt to the balance sheet and stmt of cf analysis worksheet using footnotes (using McDonalds in class)
	HW #4: Foreign Currency Translation problems

HW #5: Prepare a Cash Flow Analysis for Harley Davidson


	
	
	 Lecture Notes #7: 

Investments (Ford)
Class work #6: 

Investment problems (Honda)
	

	Feb 21
	
	Review Homework
Lecture Notes #8:

Summarize analysis results (McD)
	HW #6: Tie income statement to balance sheet and stmt of cash flows analysis for Harley Davidson using footnotes

	
	
	
	HW #7: Investments homework problems

	Feb 28
	
	Midterm Exam
	HW# 8:Summarize analysis results for HD

	
	
	
	


Night Section (continued)
	Week beginning
	
	In-class Objectives
	Homework 

	Mar 7
	No class
	
	

	
	
	
	

	Mar 14
	
	Review Midterm Results
	

	
	
	Review Analysis Process
Class work # 7: 

Highlight i/s’s for Wholefoods and Safeway(common-size i/s)
Lecture Notes #9: 

Common ratios

Industry Specific Ratios

Class work #8:

Compile ratios for grocery stores
	HW # 9: Grocery Store Industry Questions

	Mar 21
	
	Review Homework
	HW #10: Roll forward i/s’s for Wholefoods and

	
	
	Lecture Notes #11:

Operating v Capital Leasing
Class work #9: 

Review Properties and Lease footnotes for Wholefoods and Safeway
	Safeway

HW #11: Grocery Store Ratios calculated for Wholefoods and Safeway



	Mar 28
	
	Review Homework
	HW #12: Operating v Capital Lease homework

	
	
	Class work #10: 

Tie fin stmts for Wholefoods and Safeway
What are the strategy differences between Wholefoods and Safeway, and where are these reflected on the financial results?
	HW #13: Cash Flow Analyses for Wholefoods and Safeway


	Apr 4
	
	Review Homework
	HW #14: Airline Industry Questions 

	
	
	Class work #11: 

Identify strategies of USAirways and Southwest; Compile ratios for analysis
Class work  #12: 

Tie f/s for USAirways and Southwest

	HW #15: Highlight i/s’s for USAirways and Southwest Airlines (common-size i/s); Roll forward i/s for USAirways and Southwest; Cash flow analyses for USAirways and Southwest

	Apr 11
	
	Review Homework

Class work #13: 

Tie ratio and fin’l results to strategy differences between USAirways and Southwest
	HW #16: Airline Industry ratios calculated for USAirways and Southwest


	
	
	
	

	Apr 18
	
	Review for Final Exam
	

	
	
	
	

	Apr 25
	
	Final Exam 
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