)

Check for
updates

Development and Practice of Consolidated Financial
Statements Teaching Case

Keru Bi

Big Data Finance and Management Research Center, Dalian University of Finance and Eco-
nomics, Dalian, 116000, Liaoning, China

keruweibo@163.com

Abstract.The consolidated financial statements account for more than half of
the course content of "Advanced Financial Accounting", and is the most diffi-
cult part of the course In previous teaching, students have difficulties in learn-
ing, such as forgetting what they learned before, and only seeing the trees but
not the forest. In order to solve teaching difficulties, after discussion, the con-
tent of this chapter is designed as a teaching training case, integrating related
knowledge of law and taxation, and using modern information technology con-
duct training, which makes students active, inspires interest, and enhances ap-
plication, becoming an effective means to solve these problems.
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1 Introduction

The course "Advanced Financial Accounting" lasts for 54 periods and is offered in the
second year for students major in accounting or in the third year for students majoring
in auditing. The prerequisite courses are "Basic Accounting" and "Intermediate Fi-
nancial Accounting". taking into account the opinions of teachers and students, the
teaching team has selected the most frequently occurring economic events in ac-
counting practice as the teaching content of this course including business combina-
tion accounting, foreign currency accounting, lease accounting, and stock-based pay-
ment accounting. Among these, business combination accounting accounts for
50%-60 of the course in terms of teaching hours and final exam scores. While
case-based teaching is a method advocated by modern student-centered teaching phi-
losophy, we select combination accounting as the teaching content for comprehensive
teaching case is a necessary measure to strengthen students' learning ability and im-
prove their practical application level in this course.
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2 Teaching Case Design Strategies Based on Learning
Situation Analysis

By investigating students' learning performance in the chapter of "Consolidated Fi-
nancial Statements", it is proved that the design and application of comprehensive
teaching cases necessary, and provides an objective for the design of teaching cases!!!.

2.1  Teaching Case Solves the Problem of Students' Fear of Learning

There are many knowledge points in consolidated financial statements, moreover, it is
related to the difficult content in the previous course "Intermediate Financial" which
are knowledge that students have not mastered before. Students find even more diffi-
cult, and some of them have even given up learning.

Consolidated financial statements comprehensive case, covering more than 90% of
the knowledge points of consolidated statements as shown in Figure 1 and combining
the application of the "Company Law", "Tax Law" and modern financial tools, to
restore the real tasks involved in practice, to cultivate the ability comprehensive
knowledge application and value goals. By letting students practice, they can learn by
doing and develop interest in doing, and the implementation of the consolidated
statements comprehensive case achieve the purpose of promoting learning by doing.
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Fig. 1. Knowledge points involved in the comprehensive teaching case

2.2 The Comprehensive Teaching Case Allows Dispersed Knowledge
Points to Form a Knowledge Surface

From the perspective of students' learning situation, even for students who perform
well, they only master certain knowledge points well, without connecting points to-
gether or paying attention to the relationships between them. Students need to under-
stand method from the perspective of the entire process and framework of consoli-
dated financial statements, rather than just a single knowledge point/!. Therefore, the
teaching case provides a comprehensive training connects knowledge points together,
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enabling students to understand why they are doing it, what results they should get,
and how to make the financial statement data more objective.

2.3  Comprehensive Teaching Cases Achieve the Practical Application
of Multi-disciplinary Knowledge

Students tend to overlook the comprehensive application of multi-disciplinary
knowledge in consolidated financial statements and the cultivation of professional
responsibility. By introducing tax law, economic law, and company law to manage
the behavior of financial personnel, it is a requirement the state for the construction of
modern course ideology and politics, and also a requirement for talent cultivation in
the new era.

2.4  The Comprehensive Teaching Case Should Improve Students'
Ability to Use Modern Information Technology to Solve Accounting
Problems

Accounting personnel with transformed functions are no longer limited to mastering
the application of various software, but must also possess the initiative in financial
management be able to propose software solutions to problems, design infor-
mation-based processes, and put forward information-based design plans. However,
students' ability and awareness of actively raising and seeking out tools to solve them
is still lacking. In the comprehensive teaching case-based training, students are re-
quired to independently Excel formulas, fully leveraging the functions of Excel in
consolidating statements, calculations, and preparing reports, to cultivate students'
ability to use information-based tools.

3 Design of Teaching Cases

3.1 The Business Context and Data Involved in the Teaching Case

Based on the real business of corporate mergers, the conditions are simplified, and the
two parties to the merger, Aimee Company and Company, which have no related
party relationship, are set up. The merger is carried out by issuing equity securities as
consideration, and 70% controlling equity the other party is obtained. The case sets up
the fair value of the merger consideration, the financial statements of the two parties
before the merger, the individual financial of the first year after the merger, and the
data of related party transactions between the two parties. Based on these data, stu-
dents fill in the merger working papers carry out the offsetting treatment of related
party transactions in the operation area.
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3.2  The Work that Students must Complete in the Case

3.2.1 Briefly Describe the Preparatory Work before Preparing the Consolidated
Statements.

Students must be familiar with the preparation process, and the previous prepara-
tion work includes: unifying accounting policies, unifying accounting periods; ob-
taining the financial statement data of both the parent and subsidiary; obtaining relat-
ed party transaction materials, obtaining related party transaction resolution docu-
ments, proving that related party transactions comply with transparency, and delibera-
tion procedures; obtaining tax information of both parties, income tax rates.

3.2.2 Prepare the Related Adjusting and Offsetting Entries.

The operation area for preparing adjusting and offsetting entries is set up in Excel,
as shown in Figure 2. The debit, credit, financial statement items involved in the en-
tries are selected from drop-down menus, and the amounts need to be filled in, which
actually reduces the difficulty. The amounts in entries are automatically populated
into the following working paper and consolidated financial statements. Students can
check if their work is correct by comparing it with the correct consolidated financial
statement. If there is an error, it usually originates from the adjusting and offsetting
entries, and students need to find the cause themselves, correct it through trial and or
mutual discussion, and thus continuously approach the perfect result.

Operation area for preparing consolidated statements at the end of 2022
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Fig. 2. Adjustment and Offset Entries Operation Area in EXCEL

3.2.3 Complete the Consolidation Working Papers.

The data in the consolidation working paper (as shown in Figure 3) comes from the
adjusting and offsetting entries, and is automatically populated., if errors occur, they
may cause the accounting equation in the consolidation working paper to be out of
balance.
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Consolidated Financial Statements Working Papers for 2022

Individual Report f{AthL‘:.n"g Z't“d.
Froject Total offsetiing enhraes Merge nunber
finee g 4 Company Debit Crodit
Company
Balance Sheet Items
Monetary Funds 1430. 75 325. 705| 1756, 455 175%. 455
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Trading Financial Assets 200 0 800 800
Long—term Equity Investments 500 4] 500 HN/B HNSA HN/A
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Fig. 3. Operation diagram of merging working papers

3.2.4 Complete the Consolidated Balance Sheet and Consolidated Income State-

ment.

The consolidated balance sheet and the consolidated income statement (Figure 4)
are also automatically populated, and most errors will cause an imbalance in the ac-
counting, so errors can be detected in time.

Consolidated Balance Sheet for 2022

Consolidated Profit Statement

3.3 The Tools Used to Complete the Teaching Case

for 2022
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Fig. 4. Consolidated Balance Sheet and Income Statement Operation Area

The entire training process is completed in the Excel table, with the operation area
divided according to different internal transactions. Students make adjustments and
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offsetting by selecting from drop-down menus (as shown in Figure 5), while amounts
need to be entered. If the operations of adjustments and offsetting entries are right, the
data will automatically be taken to the working paper, and then the consolidated fig-
ures are calculated according to the following formula:

Consolidated figure = Parent company's individual financial statement figures
+Subsidiary's individual financial statement figures + Adjustment and offsetting fig-
ures €8

@ fr =G41-H0-14)
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Fig. 5. Application of EXCEL functions in the operation area and working paper

The data in the working papers will be automatically populated into the consoli-
dated financial statements. There are project and data associations between adjusting
and offsetting entries consolidation working papers, consolidated balance sheets, and
consolidated income statements. Although the formulas have already been designed,
students must master this relationship to ensure the accuracy of the results.

3.4  The Method of Carrying out Teaching Case Practice and
Assessment

The training is completed in groups, with the division of labor within the group de-
signed by the members themselves. The contribution of each member scored by all
group members. After the task deadline, the training provides the correct answers, but
the correct answers only give the comparison area of the working paper and the con-
solidated financial statements, without the adjusting and offsetting entries. Therefore,
students need to check their entries for errors. Students are also required to a training
report which can be presented in class or as a video and uploaded to the Learning
Management System (LMS) website. The total score is composed of 50% peer evalu-
ation and 50% teacher evaluation!®!.
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4 Optimization of Teaching Cases and Future Prospects

The practical training work of the teaching case has been smoothly completed, the
students have timely submitted the required materials, and each group has recorded a
summary. However, after detailed evaluation, some problems were still found:
B The practical training results of each group are approximate
B [t is difficult to accurately evaluate individuals
B There is a phenomenon of free-riding among group members
B Pursuing results, ignoring the harvest

In order to solve the above problems, future practical training will carry out re-
forms in terms of organizational methods and work difficulty.

4.1 Cancel Grouping and Change to Individual Completion

In the future, completing the training in the form of individuals is more conducive to
evaluation. Although there will also be cases of plagiarism, from the of personal
training, it can make those who just get by have to do it themselves, making the
scores of the whole class more distinctive.

4.2  The Teacher-assigned Group Changed to a Freely Combined Group

The advantage of free grouping is that it can increase the cooperation among group
members, as they are familiar with each other, making communication easier. How-
ever, there might be some individuals who cannot find a group to join, in which case
the teacher will need to assign them to a groupl®!.

4.3  The Whole Class Uses One Case to Become Each Group Choosing
Different Cases

Using a single case for the entire class can lead to identical results, making it impos-
sible for stronger groups and students to stand out. In the, a set of cases with varying
levels of difficulty could be provided, each corresponding to different scores, allow-
ing groups to choose autonomously. Stronger groups would choose challenging cases,
thereby earning higher scores. This would also make it difficult for less diligent
groups to coast, resulting in more differentiated evaluation outcomes for the entire
class.

4.4  Increase the Workload and Difficulty of Case Work

The workload of the case can be increased in several ways: Firstly, the number of
consecutive accounting periods for consolidated financial statements can be in-
creased., the case is one accounting period, which can be increased to two years or
even more in the future. Secondly, the types of consolidated financial statements can
be. At present, the case includes the preparation of consolidated balance sheets and
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consolidated income statements, but in the future, consolidated cash flow statements
can be added. Third, the number of internal transactions can be increased.

5 Conclusions

The teaching case training of Advanced Financial Accounting is a necessary way to
combine theory with practice, which should make full use of modern information
technology, continuously optimize various experimental, reform the assessment
methods, and achieve the continuous improvement of teaching effectiveness.
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