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UNIVERSITY

The School of Business & Technology

Course FINC 5000 Finance
Term Fall, 2007, 5:30to 9:30pm,
Instructor Leon W. Hutton, CPA, CGFM, SPHR, MBA, MA
L eon.Hutton@cox.net 703-447-6971
Catalog Thestudent examines thegenera naure of finandal management, the American
o finanda system, taxes, and themajor finandal decisionsof corporations
Description | Specific attention is given to present value and capital budgeing; risk and asset
pricing; finandal andysis and forecasting; finanad decisonsand market
efficiency; and capita structure. Problem-solving methodobgy isused to
illudrate thetheories and toolsin finanaa decision-making.
: Prerequisites: BUSN 5600and BUSN 5760.(FINC 5570cannotbe subgituted
Prerequisites |+ rINC 5000)
Outcome Expectation
Course Level . . . .
Learning 1. Students can deermine Students can use equaionsand finanaa
Outcomes thevalueof fixed income | calculators to solve for all variables within the

securities bondpricing equetion.

2. Students can determine Students can compute the value of equity
thevalue of equity usngthe Gordon Growth Modd.
securities

3. Students can discuss
market fundioning and

therole efficient markets
play in security valuaion

Students can identify thethree levels of market
efficiency, and are able to distinguish between
thethree when presented with a scenaio.

4. Students can evaluae
capital budgeing
decisonsusng standad
methodobgies

Students can employ NPV, IRR, and payback
methodsto andyze potential capital
investments.

5. Students can explain the
decisonsonfinandd

of capita

impact of capital structure

performance and the cos

Students can explain the affect of varying the
firm@ debt and equity levels on the weighted
average cog of capital.

6. Students can identify

agency problemswithin a
corporation and formulate
strategies to address them

Students can explain the conflicts of interest
tha exist between shareholders and managers
in firms with less than 100% ownership by the
manager of thefirm. They can discussa
methodsused by corporations(profit sharing,
employee stock options takeovers, etc.) to
align manager and shareholder interests.

. Students can evaluae

credit and interest rate

Students can explain theimpact of interest rate
risk onrisk premiums. They can discuss
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risk factors which increase interest rate risk.
8. Students can utilize Students can compute ratiosfromthe
finanaal andysisto information onfinanda statements. Theratios
assess an organization® | arein thecategories of liquidity, profitability,
finanda condition market valuation, and efficiency. Students can
apply the DuPontModd.

Materials Required Text: Finanda Management, Prindples and Practice, by Gallaghe
and Andrew, Prentice Hall, 4th edition, 2006, SBN 1-93078902-5, available
withoutcharge from www.freeloadpress.com Go to this webste and complete a
free registration process and then you can download the entire textbook, chapter
by chepter, for free! If you prefer, you can aso order a hard-copy version of the
textbookthroughthis publisher for agreatly reduced price.

Supplemental Readings

It isimportant tha youfollow such publicationsasthe Wall Street Joumd,

Busness Week, Forbes, Money Magazine, and the Washington Pog Busness

Sectionregularly. Thebusness environment changes so fast that current

periodicals are aboutthe only up-to-dae sources of information available.

Grading . o _

Mid Term Exam 35% 100- 94 = A; 93- 90 = A-

Find Exam 35% 89-87 =B+, 86-84=08B

Graded Project 30% 83-80 =B-; 79-70=C

100% Below 70 = F
Activities Problems/Questions End-of-chapter problems and questionsused to reinforce
key conaepts.

Discussion of actud/current busness events: Students are expected to regularly
read theWall Street Joumd or comparable busness periodicals and to
actively contribute to class discussions, integrating actud events with
conaepts covered in class.

ALSO: A comprehensve finanda andysis of an American company usng a
template provided by theingrudor.

Polic This classis governed by theuniversity® published policies. Thefollowing
y > : : _

Statements: policies are of paticular interest:

University Academic Honesty

Policies

Theuniversity is committed to high standads of academic honesty. Students
will behdd responsble for violationsof these standards Please refer to the
university® academic honesty policies for adefinition of academic
dishonesty and potential disciplinary actionsassodated with it.

Drops and Withdrawals
Please be aware that, should you choos to drop or withdraw from this
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course, thedate onwhich you notify the university of your decision will
determinethe amourt of tuitionrefundyoureceive. Please refer to the
university policies on dropsand withdrawals (published elsewhere) to find
outwha the deadlines are for dropping a course with a full refundand for
withdrawing from a course with a patial refund.

Special Services

If you have registered as a student with a doaumented disability and are
entitled to classroom or testing accommodéions please inform the
indructor at thebeginning of the course of the accommodaionsyou will
require in this class so tha these can be provided.

Disturbances

Since every student is entitled to full paticipaionin class without
interruption, disruption of class by inconsderate behavior is not
acceptable. Students are expected to treat theingructor and other students
with dignity and respect, especially in cases where adiversity of opinion
arises. Students who engagein disruptive behavior are subject to
disciplinary action, induding remova from the course.

Student Assignments Retained

From time to time, student assignments or projects will be retained
by The Department for the purpose of academic assessment. In
every case, should the assignment or project be shared outside the
academic Department, the student's name and all identifying
information about that student will be redacted from the assignment
or project.

Contact Hours for this Course

It is essential that all classes meet for the full instructional time as
scheduled. A class cannot be shortened in length. If a class
session is cancelled for any reason, it must be rescheduled.
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Course
Policies

¥ AttendClass. Class attendanceis expected.
¥ Students are encouraged to participae actively in classin regard to andysis

and discussion of reading material, lecture material, problems, and cases.

¥ Classtime will bedevoted to lecture, discussion, and andysis of assigned

problems. Students should complete readingsand assigned problems prior to
class meetings Typically, problems are duetheweek following the
corresponding chapter & lecture. Written answers should be prepared for all
problems. These may be collected peiodically and will beingrumental in
determining course grades.

¥ Students should expect to spend subdantial amourts of time, in and out of

class, to keep up with readingsand assignments. Frequently, there will notbe
sufficient time to review all assigned work & topicsin the classroom
However, it isan important learning tool to attempt all tasks, and ask
guestionson any undear conacepts and problems. Help sessions may be
scheduled on non-class days. Please ask, if needed.

¥ Required articles may bedistributed in class, beonreserve in thelibrary, or

onemay berequired to findthearticle.

¥ Sometimes circumstances beyond one3 control requires tha they missa

scheduled class. If necessary, it isthe student's responsbility to get any

missed lecture notes or handous. The following Webster University

Graduate School policy isin effect for this course:

¥ Thestudent should attempt to notify theingrucor prior to classif an
absence is anticipaed; and he/'she should not miss more than four contact
hours. Make-up work may beassignel.

¥ For absences of eight hous, theindructor has theoptionto lower the
student's course grade oneletter grade and to inform the student of the
action.

¥ If thestudent is absent twelve hours or more, theingructor has theoption
of assigning a grade of F" (work that is unsatisfactory) and to inform the
student of theaction. Itisthestudent'sresponsbility to withdraw from
thecourse.

¥ For excused absences (in an extreme case) when the indructor chooss to
award agrade of Incomplete (1) for twelve to sixteen hours missed, the
student mug provide acceptable doaumentation to verify tha the absences
were unavoidable (e.g., illness, military duty/TDY). These actionswill be
coordinated with the Director.

¥ Inal cases, the student should withdraw from theregular course of
indruction if he/she has more than sixteen hou's of absences.

Weekly
Schedule

Weekly Pre-Assignment for Week 1:

Week opeating indructionson howto set decimal

Schedule ¥ Obtain thetextbook,read chepters 1, 2, and 3.
¥ Purchase afinanda calculator Bread the

beginning: | Session points, and review the chapter ontime
management before the 3" class session.

First Week | 1 Finance and the Firm, Chapter 1,
Finandal Markets & Interest Rates, Chapter 2;
Finanda Inditutions Chapter 3.
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Second 2 Review of Accouning, Chepter 4;
Week Andysisof Finandal Statements, Chapter 5;
Forecasting for Finanda Planning, Chapter 6.
Third 3 Time Vaueof Money, Chapter 8;
Week Managing Cash, Chapter 18.
Fourth 4 The Cog of Capital, Chapter 9;
Week Capital Budgding Decison Methods Chapter 10;
Estimating Incremental Cash Flows, Chepter 11
Fifth Week | 5 Mid Term Exam Chepters1,2,3,4,5,6,8,18
Sixth 6 Corporate Bonds Preferred Stock, and Leasing,
Week Chapter 14; Common Stock, Chapter 15.
Seventh 7 Dividend Policy, Chapter 16;
Week Working Capital Policy, Chapter 17.
Project Presentations
Eighth 8 Account Receivable and Inventory, Chapter 19;
Week Short-Term Finanang, Chapter 20
Project Presentations
Ninth 9 Find Exam Chapters9, 10, 11, 14, 15, 16, 17,19,
Week 20

Additional
Information

For each subject area covered, you will beasked to answver a set of Review
Questionsand Problems based on tha material. These questionsand problems
will bevery similar to those you mightencounier on an exam. Please labd all
work and solutionsclearly.

Copyright © 2005 — 2006, School of Business & Technology, Webster University. All rights reserved.
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GRADED PROJECT GUIDELINES

1. TheTak: Youaretoassumetherole of afinanda andyst working for aleading investment
management company. Your boss, who also hgppensto be youringructor, has asked you to
evaluate acompany for possible indusonin your firm@ partfolio. Specifically, your boss wants
you to choos a company and describeits current finandal status You areto prepare aformal
report of your efforts for your boss (your ingructor), and make a short (15- 20 minute)
presentation to your co-workers (fellow students).

2. Information sources. Use this handout the company'slatest annud and quaterly reports, and
busness publicationson thelInternet and at thelibrary asthebasisfor yourandysis. Cal the
company to obtain theannud and quaterly reports, or, better yet, download them from thar web
Ste.

Goodinformation sources on thelnterne indude

- www.sec.gov (search EDGAR for 10K and 10Q reports)
- www.wsrn.com (Wall Street Research Net)

- www.quicken.com (Quicken Financa Network)

- www.yahoocom (YahooFinandal Research)

- www.bloonmberg.com (Bloomberg Finandals)

Goodinformation sources at librariesindude

- TheVaueLinelnvestment Survey

- Standad & Poors Stock Reports

- Standad & Poors Corporation Records

- Moody'sIndugrial Manud

- Standad & PoorsIndudry Surveys

- Dun & Braddreet's Indugry Norms and Key Busness Ratios
- Almanac of Bugness and Indudrial Finandal Ratios

3. Format: Usetheoutlinetha beginsonthenext pagefor yourreport. Thepagoe should be
typed, double-spaced. Y our presentation should be informationd and professiond.

4. Schedule:
¥ Thewritten report is dueon or before the 9™ class session.
¥ Please plan your oral presentation for the 7" class meeting, or July 11, 2007,
whichever come first.
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Graded Project Report Outline

COVER SHEET: Y our name, etc., and thereport title:

Financial Analysis of the xxxx Company
(address, phong

PART I, INTRODUCTION
Brief description of the company, to indude
o History of thecompany,
o theorganizationd structure,
o main produds and services,
o geographic area of opeaations
o andsoon (vary thislist asthe situation and your preference demandg
o clearly identify theindustry in which thefirmis operating.

o indudeany recent developments which might an investor@ opinion of the Company

o numbe of shares of common stock authorized, issued and outstanding, and
o numbe of shares of preferred stock, if any,

o and please state why you selected this particular company!

Page7 of 12



PART Il, FINANCIAL ANALYSIS

($000) (Dollarsin Thousnds
a Sales and I ncome Record:

----------------- Fiscal Years
2000 2001 2002 2003 2004 2005 2006
-- Sales
-- Percent changein
sales each year
-- Net Income

-- Percent changein
net income each year

GRAPH OF SALES & NET INCOME, FY 2000- 2006

(Plot Sales and Net Income for the
last seven fiscal years onthegraph)

2000 2001 2002 2003 2004 2005 2006

COMMENTS: Comment on thetrendsyou see in your numbers and onthegraph. Be sure to
indudecomments! Thenumbers and the chart are meaningless by themselves. Comment onwhat
you see.
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b. Expensdistribution:

FY 2006
Major Expenses:

(list major expense categories)

CHART OF EXPENSES, FY 2006

(insert apie chat of major expenses here)

COMMENTS: Comment on the company@ expense distribution.

c. Assats and Capital Structure:

FY 2006
Assets:

(list major asset categories)

CHART OF ASSETS, FY 2006

(insert apie chat of major assets here)
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COMMENTS: Comment on the company@® asset distribution.
FY 2006
Capital Structure:
Current Liabilities
Longterm & Othe Liabilities

Preferred Stock
Common Equity

CAPITAL STRUCTURE, FY 2006

(insert apie chat showing capital structure here)
COMMENTS: Comment on thecompany'scapital structure.

d. Ratio Andysis, to indudetrendswithin the company and comparisonswith othersin thesame
indudry. Includethefollowingratiosin thefollowing format:

(1) LIQUIDITY:
FY 2005 FY 2006
Current Ratio:
XXXX company
Indugry Avg
Quick Ratio:
XXXX

Indugry Avg
COMMENTSON XXXXGLIQUIDITY:

Be sureto indudecomments! Thenumbe's are meaningless by themselves. Comment on
wha yousee. Wha story dothenumberstell?
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(2) ASSET MANAGEMENT
FY 2005 FY 2006
Total Asset Turnove:

XXXX
Indugry Avg

Average Collection Period:

XXXX
Indugry Avg

COMMENTSON XXXX@& ASSET MANAGEMENT:

(3) DEBT MANAGEMENT:
FY 2005 FY 2006
Total Debt to Total Assets:

XXXX
Indugry Avg

Times Interest Earned:

XXXX
Indugry Avg

COMMENTSON XXXX@& DEBT MANAGEMENT:

(4) PROFITABILITY:
FY 2005 FY 2006
Return on Sales;

XXXX
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Indugry Avg
Return on Assets:
XXXX
Indugry Avg
Return on Equity:
XXXX
Indugry Avg
COMMENTSON XXXX@® PROFITABILITY:
(5) MARKET VALUE RATIOS:
FY 2005 FY 2006
PE Ratio:

XXXX
Indugry Avg

Market to Book Ratio:

XXXX
Indugry Avg

COMMENTSON XXXX&MARKET VALUE RATIOS:

PART I1I, CONCLUSIONS AND RECOMMENDATIONS

- Summarize your andysis. Review your commentsin thefinanda andysis section and
provide your assessment of the overall statusof the firm. Indudeany recommendaionsyou think
are appropriate.

- List any other recommendaionsyou have for thefirm in view of your andysis.
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