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Description
	This advanced study of corporate financial analysis and planning includes capital budgeting, cost of funds, and capital structure and valuation. Selected topics that may be covered are leasing, mergers, takeovers, business failure, reorganization, and liquidation. A combination of problem-solving and case study methodologies is used to illustrate theories and techniques helpful in financial analysis and planning.

	Prerequisites
	FINC 5000
Finance 

	Course Level Learning Outcomes
	 SHAPE 




	Materials
	· Brigham and Ehrhardt, Financial Management: Theory and Practice, 11th Ed.  ISBN: 0-03-032424968-9 

· Financial Calculator

· Access to Wall Street Journal &/or other business news sources.

	Course Content
	Valuation concepts and calculations (25%):  This course covers techniques for valuation of hybrid securities. Typically, bond valuation formulas, such as yield to maturity, are used to value a bond trading with warrants, or a convertible bond, as a combined cash flow of a straight bond plus a call-like option (the warrants or the conversion value). Students learn to value warrants and the implied valuation of the option to convert. Advantages and disadvantages of different hybrid sources of financing is covered, as are the differences between different types of hybrids (how do bonds with warrants differ from convertible bonds?)

Introduction to derivative securities (25%): This course covers an introduction to financial options and futures. Students are taught the Black-Scholes formulas for valuing a call option. Students are introduced to the six factors that impact option pricing, and the relation of each of those six factors (exercise price of the option, underlying stock price, variance of returns of the underlying stock distribution, the risk-free rate of return, dividends, and maturity of the option) to the price of the call or put.

Financial Planning and forecasting (15%): Students integrate financial planning and forecasting into a capital budgeting analysis. Students learn the AFN (Additional Funds Needed) method for planning for the financing needs of the firms, based on efficiency of assets and the profitability of the firm, as well as its dividend payout policy.

Lease Analysis (10%): Students will apply lease analysis to business decisions. They are introduced to NPV analysis to determine whether a firm would be better of leasing an asset, or borrowing money to purchase the asset. They learn how to identify cash flows associated with leasing or buying, the after-tax benefit of items such as depreciation write-offs, how salvage values should be included in the analysis, and the features and benefits of different types of leases, such as operating leases versus capital leases.

Other topics (25%): Through the use of cases, students will demonstrate the ability to integrate disparate areas within finance to show the inter-relation of, for example, capital budgeting and capital structure, risk management and derivatives, and others. Students will work with a minimum of two cases during the term. When possible, the class will use a “real” case, if there is a willing corporation that will share data and work with the class participants in their analysis. Otherwise, purchased financial cases, and/or those included within the text itself, will be used to allow students to integrate various topics and to apply them to real  or simulated data.

	Grading
	Course Requirements


% of Grade

  Midterm Exam 


            35

  Final Exam 




35

  Case (Paper)


                        20

  Homework/Participation                               10

Total 




          100

Exams will be comprised of multiple choice, and short answer questions requiring calculations.  The case will be a paper analyzing a company.

Grade


Range

Interpretation

A


94-100

Superior Graduate Work

A-


90-93

Superior Graduate Work

B+


85-89

Satisfactory Graduate Work

B


80-84

Satisfactory Graduate Work

B-


75-79

Satisfactory Graduate Work

C


60-74

Adequate Graduate Level Performance

F


Below 60
Work That is Unsatisfactory



	Determination of grades is based on the following requirements and criteria:
	Minimum Requirements: 

Products (papers, case studies, projects, presentations) must be on time, in the correct format, corrected for spelling and grammar, appropriate materials included and referenced, to-the-point and on topic, and conclusions must be supported. 

Examinations (in-class and take home) must be complete, accurate, neat, evidence clear thought, and exhibit concise and to-the-point responses.

Classroom behavior in class discussions and group activities should be responsible, should exhibit open communication, be constructive, and helpful.

Mastery Level (Grade of "B"):  Professional Achievement   

Products must meet the requirements stated above for minimum requirements and additionally meet professional criteria. For example, documentation should be included to support research papers, the APA format should be used consistently throughout the paper, and substantially more than the minimum number of references should be included. Presentations should be logical, organized and comprehensive.

Examinations (in-class and take home) should be organized, in-depth, comprehensive, logical and complete, and evidence thorough understanding of the subject/topic through application of principles.

Classroom behavior should exhibit very focused activity and thought on the subject/topic of discussion, be motivated, and assist in discovery of new insights and relationships concerning the subject/topic of discussion.

Mastery Level Plus (Grade of "A"): Creative Achievement  

Products must meet all requirements stated above and additionally meet creative criteria. These criteria include unique topic or subject selection, synthesis of ideas, and evaluation of subject matter and positions found in the literature, are creative in approach, establish new relationships with ideas and provide new insights. 

Examination responses indicate insightfulness of understanding, a synthesis of information and unique ideas, and rationale for application of principles following careful analysis. 

Classroom behavior should exhibit much focused activity and thought on the subject at hand, be motivated, and assist in discovery of new insights and relationships concerning the subject/topic of discussion. An earned grade of "A" represents the best work of students accomplished in a unique and professional manner.

	Activities
	The class will be a combination of lecture, using presentation slides, and discussion.  Emphasis will be on problem solving.  Everyone is expected to read the chapters, before the lecture, and at least attempt the problems. We will go over the problems in class.

This is THE course in business about managing the numbers, Finance.  We will cover some theory but, as detailed in the Learning Objectives, we will focus on techniques of recognizing and solving financial problems that firms encounter.

Exams  

There are two exams to be taken in class.  Exam reviews will given out two weeks prior to the exam.  Exams are multiple choice and short answer.  They are approximately 35 questions in length.  You will need a financial calculator for these exams.

Class Discussion/Problems

You are expected to participate in class discussions.  Class discussions may cover areas of topical interest that are found in the business news.  Readings may be assigned in class for the purpose of class discussion.  Typically, we will go over assigned problems in each chapter in class. Expect to see the problems on the exam.

Cases

To analyze a financial case following the classical case approach.  Your case analysis is expected to demonstrate an understanding of the topics covered in this course.  There will be mini-cases in classes and one case for an indepth analysis.

You need to cover, at a minimum, the following:

· An overview of the firm and its market including history, development and growth.

· SWOT Analysis which includes firms Strengths, Weaknesses, Opportunities, and Threats. Incorporate Porter's five forces model in analyzing the market environment.

· Corporate Level Strategy Analysis (may not be appropriate for some cases)

· Business Level Strategy Analysis

· Analysis of structure and control systems for strategy consistency.

Since the emphasis is on corporate finance, the following elements, where appropriate, will need to be covered:

· Assess the firms financial condition using ratio and financial statement analysis techniques.

· The firm's capital structure and risk.

1. Determine WACC including cost of equity, cost of debt, the risk-free rate of interest, the tax rate, and levels of debt and equity. Be prepared to calculate implied value of convertible securities, put and call options, etc.

2. Determine impact of capital structure and agency problems on profitability.

3. Determine credit and interest rate risk

· Analysis of capital budgeting decisions

1. Estimate cash flows

2. Apply capital budgeting techniques, particularly using the real option approach.

3. Compare purchasing to leasing alternatives.

4. Calculate impact on on profit margins, and firm's profitability.

5. Calculate of impact of financing arrangements.

Style and mechanics should be appropriate for graduate level work. The APA style should be utilized for citations and bibliographic information.  

	Policy Statements:

University Policies
	University policies are provided in the current course catalog and course schedules.   They are also available on the university website. This class is governed by the university’s published policies. The following policies are of particular interest: 

Academic Honesty

The university is committed to high standards of academic honesty. Students will be held responsible for violations of these standards. Please refer to the university’s academic honesty policies for a definition of academic dishonesty and potential disciplinary actions associated with it. 

Drops and Withdrawals

Please be aware that, should you choose to drop or withdraw from this course, the date on which you notify the university of your decision will determine the amount of tuition refund you receive. Please refer to the university policies on drops and withdrawals (published elsewhere) to find out what the deadlines are for dropping a course with a full refund and for withdrawing from a course with a partial refund.

Special Services  

If you have registered as a student with a documented disability and are entitled to classroom or testing accommodations, please inform the instructor at the beginning of the course of the accommodations you will require in this class so that these can be provided. 

Disturbances

Since every student is entitled to full participation in class without interruption, disruption of class by inconsiderate behavior is not acceptable. Students are expected to treat the instructor and other students with dignity and respect, especially in cases where a diversity of opinion arises. Students who engage in disruptive behavior are subject to disciplinary action, including removal 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. 

Course Attendance

The University reserves the right to drop students who do not attend class the first week of the term/semester.  Students are expected to attend all class sessions of every course.  In the case of an unavoidable absence, the student must contact the instructor.  The student is subject to the appropriate academic penalty for incomplete or unacceptable makeup work, or for excessive or unexcused absences.

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 canceled for any reason, it must be rescheduled.

Unless a course has enrolled fewer than four students, faculty has a contractual obligation to meet the full complement of contact/meeting hours (36).  Not to meet this full complement of hours may be construed as a breach of contract and may also endanger Webster University’s accreditation by the North Central Association and its licensure by the State of Florida.  Finally, course meeting that are missed for any reason must be made up.

Conduct

Students enrolling in a degree program at Webster University assume the obligation of conducting themselves in a manner compatible with the University’s function as an education institution.  Misconduct for which students are subject to discipline may be divided into the following categories:

1. All forms of dishonesty, cheating, plagiarism, or knowingly furnishing false information to the University.

2. Obstruction or disruption of teaching, research, administration, disciplinary procedures, or other University activities or of other authorized activities on University premises.

3. Classroom disruption.  Behavior occurring within the academic arena, including but not limited to classroom disruption or obstruction of teaching, is within the jurisdiction of Academic Affairs.  In case of alleged campus and/or classroom disruption or obstruction, a faculty member and/or administrator may take immediate action to restore order and/or to prevent further disruption (e.g. removal of student[s] from class or other setting). Faculty members have original jurisdiction to address the immediacy of a situation, as they deem appropriate.  When necessary and appropriate, Public Safety and/or the local [or military] police may be contacted to assist with restoring peace and order.  Faculty response is forwarded to the academic dean (or his or her designee) for review and, if necessary, further action.  Further action might include permanent removal from the course. Repeated offenses could lead to removal from the program and/or the University.

4. Theft of or damage to property of the University.  Students who cheat or plagiarize may receive a failing grade for the course in which the cheating or plagiarism took place.  

Students who engage in any of the above misconducts may be subject to dismissal from the University on careful consideration by the executive vice president of the University or his designee.  To the extent that penalties for any of these misconducts (e.g. theft or destruction of property) are prescribed by law, the University will consider appropriate action under such laws.

Students are subject to the Student Code of Conduct and Judicial Procedure described in the Online Student Handbook.



	Course Policies 
	Paper Format

Webster University requires that student written work conform to APA style. A number of useful APA resources may be found at www.apastyle.org

Style and mechanics should be appropriate for graduate level work. The APA style should be utilized for citations and bibliographic information.  Since, the paper will involve an extensive analysis of the financial statements of a publicly traded company; knowing how to navigate Passports or EDGAR, the SEC’s on-line repository of such documents, will make the research required to complete the paper far easier.



	Weekly Schedule
	Week

Topics

Problems

 1

Capital Budgeting Review

Ch 22 Working Capital Management

22: 13,14,17

 2

Ch 20 Leasing Financing

20: 4,5

 3

Ch 21 Hybrid Financing

21: 3,7

 4

Ch 23 Derivatives

Review

23:1-3

 5

Midterm (20-23)

 6

Ch 16 Capital Structure: Basics

Ch 17 Capital Structure: Extensions

Ch 18 Distributions

17: 1

18: 9

 7

Ch 19 IPO

Ch 24 Bankruptcy

Ch 25 Mergers

19: 3

24: 1-2

25: 1-4

 8

Ch 26 Multinational Financial Mgmt

Review

26:1-4,7,9,10

 9

Final (16-19, 24-26)

 

	Additional Information
	Note

To achieve the objectives of this course, this syllabus may be revised at the discretion of the instructor without prior notification or consent of the student.  For Webster University policies and procedures, please refer to the Catalog and Student Handbook.
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Outcome�
Expectation�
�
Students can determine the value of fixed income securities.�
Students can calculate the implied value of convertible securities as well as the value of bonds-with-warrants.�
�
Students can analyze capital budgeting decisions using standard methodologies.�
Students can make capital budgeting decisions using cash flow estimates and incorporating other sources of cash, such as taxes and depreciation. Students can explain the impact of profit margin and overall firm profitability on capital budgeting decisions, particularly when outside financing may be required to be able to complete projects. �
�
Students can explain the impact of capital structure decisions on financial performance and cost of capital.�
Students can determine the impact of changes in cost of equity, cost of debt, the risk-free rate of interest, the tax rate, and the levels of debt and equity on the firm’s balance sheet on the overall cost of capital and the effect on both project and firm profitability.�
�
Students can utilize financial analysis to assess an organization’s financial condition�
Students can apply ratio and financial statement analysis skills to solve unstructured problems.�
�
Students can construct strategies to reduce risk utilizing derivatives.�
Students can compute payoffs to put and call contracts and value corporate projects using the real option approach.�
�
Students demonstrate integration of more than one area of finance when using case studies.�
Students can solve cases requiring integration across various finance areas.�
�
Students will demonstrate knowledge of lease analysis.�
Students can compare the value of leasing to that of purchasing.�
�
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