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Office Hours

Mon:
11-12

Wed:
11-12, 1-4; 4-5 (HCB 408)

Policy on office hours:  Office hours are those times that I will be in my office to talk to you about finance or whatever else interests you.  If for some reason I cannot keep some of my office hours, I will try to announce this in class before the missed office hours, post a note on my door, and send out an e-mail to the class.  

Other times I will likely be in my office

Mon:  8:30-9

Wed:  8:30-9

Fri:  8:30-9, 11-12

Any time my door is open on Mondays, Wednesdays, or Fridays (and my door should almost always be open if I am in the office) please feel free to come in and talk.  
Review Sessions

Each Wednesday afternoon, I will hold a review session from 4:00 to 5:00 in HCB 408.  At that time I will answer questions that you have about anything we have covered and about problems from old exams and quizzes.  Note that I will not discuss required homework problems until we have gone over those problems in class.  However, I will discuss the issues related to any assigned problems at any time.

E-mail/Voice-mail
One of the best ways to get in touch with me is via e-mail since I almost always have e-mail running.  You are welcome to leave voice-mail at my office, but I frequently fail to check my voice-mail for weeks at a time.
Tuesdays/Thursdays

Tuesdays and Thursdays are the days I have set aside to study finance so I usually work at home.  On these days unless there is an emergency, please contact me only through e-mail or voice mail at my office number.  I will get back to you as soon as I get to a stopping point in whatever I am studying (or on whatever day I happen to remember to check my voice-mail if you leave a message there).  In emergencies, feel free to call me at home even on Tuesdays and Thursdays.

Prerequisite:

Finance 3310

My Home Page:
My Finance 4360 web page contains course materials such as handouts, review sheets, partial lecture notes, old exams and quizzes, and projects from previous semesters.  This page may be accessed from my main home page.   My home page also contains links to financial resources on the web that will likely prove useful for the project.  Finally, one of my web pages includes financial programs, solver equations, and CelSheet files I have written for the TI-83 (and TI-84) calculators.
Books:

Required:  
Corporate Finance (6th Edition) by Ross, Westerfield, and Jaffe


Spreadsheet Modeling in Corporate Finance by Craig Holden

Required Reading for Group Project:  The New Corporate Finance:  Where Theory Meets Practice (3rd edition).  Edited by Donald Chew Jr.  

Optional Reading for Group Project: The Quest for Value by G. Bennett Stewart, III

Course Objectives:

Finance 4360 examines the creation of value through long-term corporate decisions.  In the first part of the course, you will review and/or gain an understanding of the fundamental principles of finance including:  economic profit and cash flow, the time value of money, risk and return, options, and agency.  In the second part of the course, you will learn to apply these fundamentals as you gain an understanding of the two main long-term corporate financial decisions:  capital budgeting and capital structure.  Through a group project you will gain experience at working in groups and you will integrate and apply the theoretical concepts covered in the course.  Finally, you should gain a basic understanding of spreadsheet financial modeling through the building of financial models using Excel.  
Grading:

Exam 1
300

Exam 2
300

Exam 3
300

Final Exam  (Comprehensive)
 600
Drop ½ of exam or ¼ of final
(150)
Examination Total
1350

Group Project
400

Homework
200

Class Participation
  100
Total Possible Points
2050

Your grade for the course will depend on how many of these possible points you earn.  Earning 1845 points will result in your receiving an A, 1805 points a B+, 1640 points a B, 1600 points a C+, 1435 points a C, and 1230 points a D.  Earning fewer than 1230 points may result in your flunking the course.  It is possible that you will need fewer points than those listed.  For example, this past spring, 1840 was an A, 1750 was a B+, 1640 was a B, 1560 was a C+, 1400 was a C, 1230 was a D, and less than 1230 was an F.  Last fall, 1820 was an A, 1760 was a B+, 1625 was a B, 1545 was a C+, 1370 was a C, 1230 was a D, and less than 1230 was an F.  I reserve the right to raise any student's course grade.

Course Policies:

Violations of the honor code (including cheating and not reporting cheating) will result in an F in the course and possible expulsion from the University.

On Friday, I will be passing around a seating chart.  Please put the name you want me to call you on the seating chart.

Material from Finance 3310

Even though I do not plan to spend class time reviewing concepts from Finance 3310, you will be responsible for this material.  Since you may feel rusty on some of the concepts from Finance 3310, I have prepared a number of review sheets that I hope will refresh your memory.  I highly recommend that you look over the review sheet for each section before we begin to cover that section.  If after looking over a review sheet you still feel shaky about the material, you may want to look at the reading assignment from the book to fill in any gaps.  For all sections (even those without review sheets), I recommend that you read the assigned chapters once before you come to class.  While reading, you should concentrate on two things.  First it is essential that you concentrate on terms.  You will in all likelihood be completely lost if you are not familiar with the terms used in the chapter.  Second, you should look for those parts of the chapters that you did not understand.  Be sure to ask questions about this material during class.  This will be important since what I think you will find difficult may not be what you actually find difficult.

Calculators

You will need a calculator for this course.  I recommend a calculator which will includes financial functions and highly recommend one of the TI-83 (or TI-84) calculators.  You may only bring an “Approved Calculator” to exams.  

Approved calculators include:  HP10B, HP12C, HP17B2, TIBA35, TIBA2, TI83 or TI84 (including plus and silver), TI89 (if programs removed).
If you have another calculator you would like to add to this list, bring it by my office so I can have a look.  

If you have a TI-83 or TI-84 calculator, then you may bring it to exams subject to the following restrictions:

1)  Only the following Apps are installed:  Finance, CelSheet

2)  Only the following Programs are installed:  FV, PV, Option

3)  Only the following variables are in memory:  Real (all), Y-vars (see web), Lists (#’s only), Forecast, Historic, Options, TIInfo.

Note:  If I find other programs, apps, or variables on your TI-83 or TI-84 during an exam, I will keep your calculator at the front desk until I have a chance to delete it/them.  At that point, I will return your calculator.  However, if I find the application NoteFolio or StudyCards on your TI-83 or TI-84 during an exam, you will flunk the exam.  During exams, I will wander around and check all programable calculators for contraband.

Exams

During the semester, there will be 3 midterm exams plus a comprehensive final exam.  Each midterm exam will have ten “short-answer questions/problems” plus two “problems/essays”. Each of the short-answer questions will either be a short problem, part of a longer problem, or will require a short answer.  The problems/essays are longer problems or essays requiring integration of the concepts covered on the exam.  The final exam is comprehensive meaning you will be responsible for all material covered (lectures and review sheets) in the course and will likely have five short-answer questions/problems and seven problems/essays. However, the short-answer questions on the final will come only from material covered since the third exam.  You may drop ½ of an exam or ¼ of the final (whichever helps your grade the most).  To be more precise, divide all of your exam scores by 2 and your final by 4.  This will give you a total of 10 “exam scores” worth up to 150 points each.  Throw out the lowest score and keep the remaining 9 scores.  Thus, the maximum possible number of exam points is 1350 (= 9*150).  On all exams, the short-answer questions are worth 15 points each and the essays are worth 75 points each.

A two-week statute of limitations applies to appeals on grading.  The two-week period begins after the graded material is returned.  The two-week period for the final begins on the first day of the spring semester.  

Homework

Homework points are earned in two ways:  1) by writing your solutions to questions from old exams on the chalk board and then answering questions from the class (or from me) about your answers, and 2) showing the spreadsheets you have built on the computer and overhead projector and then answering questions from the class (and from me) about your spreadsheets.  I will sometimes randomly call on people to present their homework solutions and at other times I will allow people to volunteer to present their homework solutions.  Not everyone will get called to the board to present their homework solutions.  Therefore, you should volunteer early and often to work homework problems to make sure your homework grade doesn’t hurt your course grade.  As long as you have “finished” a homework problem, feel free to volunteer to work it even if you didn’t get the correct final answer since there is no penalty for getting homework solutions wrong….just for not working enough problems in front of the class.  If you put your solution on the board but do not have the correct answer, please let me know this as you come to the board.

Required homework from old exams and quizzes:  You are responsible for and may be called on to explain the solutions for the exam questions from the previous two regular (not summer) semesters.  For this semester, that means you are responsible for exams from Fall, 2003, and Spring, 2004.  Asking insightful questions about old exam questions can also earn homework points.  Note that the solutions to the required problems will be added to the web after we cover them in class.  

Homework topics:  For each semester’s old exams (and quizzes), I provide a list of problems sorted by topic.  Under each topic, I list all problems that can be worked for the first time after finishing that section of material.  As a result, you should not simply start working old exams.  Rather, work those problems that apply to whatever material you are studying.

Organization on homework days:  On homework days, I will read out check figures by exam for all topics due that day.  I will then ask the class which of the problems they want to see worked out on the board.  For example, the first homework day will likely include both EVA and ratio problems.  I will read out the check figures for both EVA and ratio problems for the 9:00 exam from Spring 2004 and then will ask whether the class wants to see any of those problems worked on the board.  Then I will give the check figures for both EVA and ratio problems from exam 1 for the 1:00 exam from Spring 2004 and then will ask whether the class wants so see any of those problems worked on the board.  I will then follow the same procedure for the 2:00 exam 1 from Spring 2004 and for exam 1 from Fall 2003.  So when you bring your homework to class, you will probably want to organize your answers by exam rather than by topic.

Additional problems from older exams:  Complete solutions for all problems from old exams except for the last two regular semesters are already on the web.  I highly recommend you continue working problems from these older exams for each section of material until you can get the correct answer without looking at your notes, looking at the solutions, or talking to your friends.  You won't be able to do any of these things during an exam.  

Spreadsheets:  On the days that homework is due, you can either bring a copy of the assigned spreadsheets on a storage device (disk, USB drive, etc) or you can e-mail yourself a copy of your solutions.  For each spreadsheet that is due, one individual will be randomly selected to present their results to the class using the computer and projector.  The points you receive for financial modeling will depend on how well you can explain your model, how well you can answer the class’ questions about the model, and on how well you can make changes in the model in response to my questions.  Required spreadsheets will be assigned throughout the semester and additional suggested spreadsheets from the Holden book are listed in the course outline.
I encourage you to work together on homework problems.  (By the way, one person copying another’s homework is not considered working together).  Talking through the old exam and quiz questions and working together to build the spreadsheets with someone else will help you when it is your turn to stand in front of the class and explain your solution to everyone.  I also believe you will gain a better understanding of the material which will help you do better on exams.  

Class Participation

Class participation points will be based on participation in class discussion, asking relevant questions about the lecture material, attendance, and being on time.  If you come in late, it is your responsibility to make sure to come by at the end of class to let me know you were there.  After you leave the classroom, I will not change an "absence" to a "late". I realize that some of you would prefer to quietly get your education.  However, to be successful in the business world, you will need to be able to clearly and confidently express your opinions.  Use this friendly environment to hone your skills.

Group Project:

Overview: 

Unifi Inc.’s loss of $74.8 million in fiscal 2004 was the firm’s fourth consecutive annual loss.  Attempts to turn things around have included cost reductions, the closing (in October) of a manufacturing plant in Ireland, and the acquisition of INVISTA’s polyester filament manufacturing facilities.  (Discussions continue regarding INISTA’s other manufacturing facilities).  Unifi has also entered into discussions regarding a joint venture in China.  Despite these efforts, Unifi’s stock price has continued its slow downward slide from over $43 per share in September 1999 to $2.38 per share now (as of 8/17/04).  As a result, Brian Parke, Unifi’s CEO has asked William Lowe, Unifi’s Chief Financial Officer (and Chief Operating Officer), to prepare a list of financial proposals to revive the firm’s stock price.  William Lowe has therefore asked your group to submit a report to him by November 22nd that examines the difficulties and opportunities Unifi faces, the status of its current restructuring attempts, and any additional financial actions or modifications of its announced plans that will help Unifi turn itself around.  Your proposal will be discussed at executive meetings on December 1st and 3rd.  (Note that since other executives will be generating similar reports from the perspectives of marketing, technology, human resources, etc., you should limit your proposals to financial actions).
The first part of your proposal is a one-page (single spaced) executive summary of your proposal.  This executive summary should be written in such a way that the reader gains a good understanding of your proposal (including Unifi’s problems and opportunities, current restructuring attempts, and your recommendations) even if he or she does not read anything else.

The main body of your report should include a detailed analysis of the financial actions you recommend that Unifi undertake and of the problems and opportunities that your recommendations address.  "Financial actions" are defined as any action that affects the asset structure of the firm (such as capital spending, acquisitions, divestitures, and joint ventures); the capital structure of the firm (such as LBOs, debt issuance or retirement, equity issuances or repurchases, leasing agreements, and dividends); or management incentives (such as management buyouts, ESOPs, golden parachutes, salaries, and bonuses).  The key to a good project is not what you recommend but how well you support your arguments.  

A good project will do several things:  1)  discuss specific, detailed recommendations rather than general recommendations, 2)  clearly discuss the general benefits of a recommended action and discuss why Unifi in particular will benefit from these actions, 3) clearly discuss the potential downside of any recommendation and discuss either a)  why these potential downsides will not affect Unifi or b) how you propose Unifi overcome these potential downsides, 4) convince the reader that your recommendations are practical for Unifi, 5)  show evidence that your recommendation is not something Unifi has already completed (recommending that Unifi continue with something they have previously announced or even started but not completed is fine), and 6)  clearly demonstrate that the problems/opportunities your recommendations address do in fact exist and are in fact significant for Unifi.  

In order to come up with good recommendations, you will need to have first carefully thought through the problems and opportunities that Unifi faces.  Some good starting places (in no particular order) for identifying problems and opportunities are:  economic trends and the implications for Unifi, industry trends and the implications for Unifi, stock price history, EVA analysis, ratio analysis, sales/market share trends, material written about Unifi by others (see for example The Wall Street Journal, Yahoo! Finance, MSN’s Money Central, and Lexis/Nexis’ Academic Universe), and filings with the SEC (see the Edgar link on my home page or Mergent Online on my home page or on the Baylor University Library web site).  The key to justifying a claim that some problem or opportunity is significant for Unifi is not just discussing trends, but digging deeper and discussing what is behind these trends.  Note that while recommendations must be financial, the problems and opportunities your recommendations address may be financial or non-financial.  While you should not attempt to figure out your recommendations before you have carefully thought about Unifi’s problems and opportunities, you should not have a separate section titled “Problems and Opportunities”.  Rather, the discussion of Unifi’s problems and opportunities should be integrated into the discussion of your recommendations.  

In addition, you should include at least one and probably several appendices.  The only required appendix must provide an overview of Unifi and the environment in which it operates.  This overview should include a discussion of Unifi’s products and services, its facilities and employees, industry trends and its competitors, its customers, and its suppliers.  In some cases, discussions of special manufacturing processes, divisions, acquisitions/divestitures, a geographic distribution of sales or facilities, and executives may also be important.  Other appendices might include charts and graphs, EVA analysis, ratio analysis, etc.  Only the overview appendix will be explicitly graded.  The information included in any additional appendices will only affect your grade if you refer to them either within your proposal or within your overview appendix.  Note that these additional appendices should not include any text; only graphs, charts, numbers, calculations, tables, or other material you want to cite as evidence to back up any claims you are making.

Procedures:

As soon as class enrollment seems to have stabilized, I will assign groups of 5 (or 6) members.  If several of you would like to be included in the same group, give me a list of your names with each person’s signature beside it as soon as possible.  I will do my best to assign you to the same group.  

As was the case in past semesters, there will be strict page limits.  The main body of your proposal is limited to 10 double-spaced pages of text.  The overview appendix is limited to 3 double-spaced pages of text.  There are no page limits on any additional appendices you decide to include.  

The paper must have 1” margins and you must use 12 point “Times New Roman”.  Your pages must be numbered and you should include headings for each section.  

The project must be e-mailed to me before 12:00 (noon) on November 22nd.  If your project is not a single file, you must clearly indicate in your e-mail what each file contains.  I will post all projects to the web on the 22nd.
On December 1st and 3rd there will be round table discussions of the proposals.  In these discussions, each group will have a turn to be questioned by the other groups about their analysis and recommendations.  Note that there will be no presentation of your recommendation at the round table discussion.  Your written report is your presentation.  In order to ask questions of other groups, you will need to download from the web and print the other groups’ projects.  I recommend that at least 2 people from each group read over and write questions for each project.  
On December 6th, you must turn in a confidential, signed peer evaluation of all members in your group.  The evaluation must be either e-mailed to me (at steve_rich@baylor.edu) or written on a piece of paper and enclosed in a sealed envelope with your name on the front.  (I strongly prefer e-mail).  In the evaluation, you should list each person in your group (including yourself) and then give each group member (including yourself) a percentile score based on that person's contribution to the project.  The sum for all group members' scores should equal 100 percent.  If everyone receives equal credit, then you can simply write a statement to this effect (but you should still give a list of all group members).  If you do not assign an equal percentage to each group member, you must provide me with a detailed explanation that justifies your decision.  

Example:  

Bill
22%

Carol
22%

Joe
22%

Matt
12%

Susan
22%
Total
100%

Explanation:  Matt only came to 1 of the 25 regular meetings that we held during the semester and during that meeting he said that every idea the rest of the group suggested was stupid then left after about 10 minutes.  However, ……

In addition to the official evaluations, you will turn in two “unofficial” evaluations (with the same format as the official one) on October 25th and November 8th.  These unofficial evaluations will not affect final grades on the project.  However, I will use these unofficial evaluations to let group members know that they are not being perceived as carrying their fair share of the project. If you do not assign an equal percentage to each group member in these unofficial evaluations, you must include comments that I can pass on to the group member explaining why they would be receiving less than full credit.  Note that I will not identify you when I pass on the comments.
Keep in mind that the evaluations can have a significant impact not only on an individual’s project grade but his/her course grade as well.  Two types of pressure are created by the peer evaluations:  to give fair evaluations of your group members and to be perceived as carrying your fair share of the burden of this project.  (Note:  If you do not turn in an evaluation, I will assume that you want to give yourself no credit with the 100% split evenly among the other members of your group).  

Your grade for the project will depend on your group's written report, the questions your group asks of other groups at the roundtable discussion, your group’s defense of your report in response to questions at the roundtable discussion, and on your group's evaluation of you. Note that it is not possible to earn more that 100% of the group’s grade on the project, but it is possible to earn less than the group’s grade on the project because of low peer evaluations.  
Resources:

You have a number of resources at your disposal in tackling this project.

Filings with the SEC

Obtaining copies of filings with the SEC will be crucial.  One source for obtaining filings with the SEC is Mergent Online.  You can access Mergent Online through my “Finance Resources” web page or through the Baylor University Library web pages as follows:

Go to: http://bearcat.baylor.edu

Click on: “Other Electronic Resources”

Click on “M” then on “Mergent Online”

One advantage of the Mergent Online is that you can download spreadsheets of the financial statements included in the filings.

Useful filings include (but are not limited to):

10-k or 10-k405:  annual report

10-q:  quarterly report

DEF 14A:  proxy to stockholders which usually includes management compensation

8-k:  important announcements

S-3 or S-4 or S-8:  information about security issuances.

Be careful about printing out an entire 10-k since it is often over 100 pages long!

Sources of Financial Information on the Web

In addition to Mergent Online, Lexis/Nexis Academic Universe is an excellent place to search for public information about companies.  You may access Lexis/Nexis through the Baylor University Library web pages under “Other Library Databases”.  Alternatively, you may access the site directly from Baylor at:

http://web.lexis-nexis.com/universe

Yahoo! Finance is also an excellent place to begin your search for public information about companies.  You may access Yahoo! Finance at:

http://finance.yahoo.com

Finally, MSN’s Money Central is another excellent source of public information about companies.  You may access MSN Money Central at:

http://moneycentral.msn.com/investor/research/welcome.asp

Sources of Financial Information Handout
The Sources of Financial Information Handout on my web page lists a number of useful sources of public information.  Use any information and analysis you have access to...just be sure to cite your sources.  Plagiarism will result in everyone in your group flunking the course.  If you run across any additional sources of information that you found helpful for the project, please let me know so that I can add them to the list in future semesters.  I suggest that you begin collecting this information after class today.

The New Corporate Finance:  Where Theory Meets Practice
I strongly recommend that everyone read the "Introduction" by Donald Chew on page xiii, "Market Myths" by Bennett Stewart on page 34, and "The Motives and Methods of Corporate Restructuring" by Bennett Stewart on page 529.  I then recommend that the remainder of the book be split up between members of your group.  The articles that you find useful will depend on the firm specific conditions you find once you dig into the specifics of Unifi.  However, section 6 "Corporate Restructuring and Corporate Governance" will likely be the most helpful.  I recommend that you begin reading the general articles after class today and assign portions of the book as soon as groups are assigned.

Class Discussions and Text Reading Assignments
We will cover a lot of material in this class that will be helpful for the project.  However, much of this material comes late in the semester.  

Dr. Rich
I am available for consultations about the project during office hours, before or after class, in the halls, etc.  However, do not expect me to give you any suggestions on what your group should recommend.  I primarily see my role as providing general direction such as addressing any concerns you have about whether or not you are "on track" or "off in left field".  I am also available if you have any questions about whether an action you are recommending is "financial".  

Projects from Previous Semesters
Projects from the last few semesters are on the web.  You should especially look at the project from Fall 2003 by Sigmon, Elliot, Garner, Gay, Henderson, and Duffy (labeled as best project) to see what a great project looks like.  Copies of the best projects from various previous semesters are also on reserve in Moody.  Be aware, however, that the requirements for this semester’s project are very different from the projects on reserve in Moody.  

Point Distribution on Project:

Executive Summary
20

Main body of proposal
300

Appendix:  Overview of Unifi
20

Roundtable Questions
30

Roundtable Defense
30
Total
400

FAQs:

1. What do we do if a group member will not do assigned work?

1) Talk with the group member about the problem.  

2) Give the group member that does not do the work assigned to them less than full credit on the peer evaluations.  

3) Group members can be “fired”.  At any time until projects are due, if after consulting with me two-thirds or more of a group’s members (excluding the group member being fired) agree, they can “fire” anyone from the group.  Anyone “fired” must either find another group willing to take them into their group or must complete the project on their own.

2.  What do I do if no one else in the group is willing to work?

You can quit your group.  I recommend, of course, that you find another group willing to accept you as a member of their group before you quit your old group.

3.  Is there a penalty if the project is shorter than the page limit?

No.  Length does not equal completeness.  You should assume that the reader of any report you prepare is even busier than you are and does not want to spend time wading through irrelevant material.  I would prefer a two-page paper if it were possible to give a complete analysis in two pages...I don't think it is.  As a general rule, if something you are considering including in the paper doesn't help the reader understand your recommendations or the problems/opportunities your recommendations address, don't include it.  Including analysis or discussion that is correct but which doesn’t help the reader understand your recommendations or the problems/opportunities your recommendations address will hurt your grade.
4.  What happens if the page limits are exceeded?

Any material that exceeds a page limit will not be graded.

5.  When should I cite a source in the text of the paper?

If it is not your original idea or if you didn’t discover the information yourself, cite it.

6.  What is plagiarism?

“To present as new and original an idea or product derived from an existing source.” (Source:  Webster’s New Collegiate Dictionary).  In other words, not citing a source or taking word for word from a source without quotation marks.

7.  Are we required to read all of the Chew book?

No.  However, unless you already have expertise in the financial restructuring of corporations, most of your ideas about what to recommend for Unifi will come from the Chew book.  The key to a good paper is sifting through the many ideas in the Chew book then applying the general solution to the specifics of Unifi.  Unfortunately, there is no way to know which articles in the Chew book will apply to Unifi until you know something about the company.  I believe that the best way I have heard of for splitting up the Chew book is to split up the articles within each section.  That way, each group member has some knowledge from each section of the book.

8.  What is the best way to get started on this project?
(1)  Download Unifi’s financial statements and read articles written about Unifi.

(2)  Calculate or look up ratios for Unifi and its industry for several years.  (Three or four years of ratios are much better than two).  

(3)  Determine Unifi’s biggest underlying problems (not just the symptoms).

Only after you have completed these steps and have finished reading the Chew book should you even begin to think about your recommendations.

9.  What is the key to writing a great project?

(1)  Gather better information than the other groups.  Information available on the Internet is essential but should be viewed as a minimum starting point.  “Better information” will likely be found through library research and other sources.

(2)  Use the latest information available.  If the Unifi makes a major announcement three days before the project is due, you need to work any information contained in the announcement into the project.  If you recommend that a division be retained and reorganized but two days before the project is due Unifi announces that it is selling the division, you need to adjust your report to reflect this announcement.  If no one works an announcement into the project, you are safe, but if any of your competitors includes it and you don’t, your grade will suffer.

(3)  Sift through the easily obtainable information and decide what is important.  Important means that it helps the reader understand your recommendations or the problems/opportunities your recommendations address.

(4)  Do a thorough analysis of a few recommendations rather than a superficial analysis of lots of recommendations.  

(5)  Be explicit and clear.  Don't make the reader figure out what point you are trying to make.

(6)  Avoid sterile discussions of facts, theories, and definitions.  Define and discuss these within the framework of the Unifi.  For example:  

Poor - The current ratio is calculated by dividing current assets by current liabilities.  A low number indicates potential liquidity problems for a company.  XYZ Corp. had a current ratio of 1.0 in 2002 and 0.85 in 2003.  These ratios are lower than the industry averages of 2.3 in 2002 and 2.4 in 2003.  The fact that XYZ’s current ratio is below the industry average and falling indicates that XYZ may be experiencing liquidity problems.  

Better - XYZ Corp.’s. current ratio (defined as current assets divided by current liabilities) fell from 1.0 in 2002 to 0.85 in 2003.  The average current ratio for the widget industry was 2.3 in 2002 and 2.4 in 2003. The fact that XYZ’s current ratio is below the industry average and falling indicates that XYZ may be experiencing liquidity problems.

(7)  Reread this entire section “Group Project” again carefully and make sure the paper follows directions.

Course Outline:

I.  Fundamentals of Finance => Basic Concepts and Tools

A.  Overview of Course and Corporate Finance

Reading assignment:  Chapter 1

B.  Ratio Analysis

Review sheet to download from web: Review of Financial Statements and Ratio Analysis

Reading assignment:  Chapter 2 Appendix

Recommended spreadsheets:  Chapter 14:  Sections 14.1, 14.2, 14.3, 14.4, 14.5
Note:  There is no lecture over this material.  It should be a review of Finance 3310.

C.  Economic Profit => Economic Value Added (EVA)

Handouts:  Partial lecture notes - Economic Value Added, Merck's 10-k, EVA analysis of Merck

D.  Time Value of Money

Review sheet to download from web:  Review of Time Value of Money Fundamentals

Reading assignment:  Chapters 4 and 5

Partial lecture notes to download from web:  Time Value of Money:  Beyond the Basics

Recommended Spreadsheets:  Chapter 1:  Sections 1.1, 1.2; Chapter 2:  Sections 2.1, 2.2
E.  Risk and Return

Review sheet to download from web:  Review of Risk and Return Fundamentals

Reading assignment:  Chapters 9 and Chapter 10

Partial lecture notes to download from web:  Risk and Return:  Beyond the Basics

F.  Options

Reading assignment:  Chapter 21

Partial lecture notes to download from web:  Options

Recommended Spreadsheets:  Chapter 18:  Sections 18.1, 18.3
G.  Agency

Partial lecture notes to download from web:  Agency

Recommended Spreadsheets:  Chapter 19:  Sections 19.1, 19.2
II.  Asset Management

A.  Net Present Value and Alternative Capital Budgeting Rules

Review sheet to download from web:  Review of Capital Budgeting Rules

Reading assignment:  Chapter 6

Recommended Spreadsheets:  Chapter 3:  Section 3.1; Chapter 10:  Section 10.1
Note:  There is no lecture over this material.  It should be a review of Finance 3310.

B.  Incremental Cash Flow

Review sheet to download from web:  Review of Incremental Cash Flow Analysis

Reading assignment:  Chapter 7 

Recommended Spreadsheets:  Chapter 10:  Sections 10.2 and 10.3
Note:  There is no lecture over this material.  It should be a review of Finance 3310.

C.  Strategic Asset Management

Reading assignment:  Chapter 8

Partial lecture notes to download from web:  Strategic Asset Management

Recommended Spreadsheets:  Chapter 10:  Section 10.4; Chapter 12:  Section 12.2; Chapter 20:  Section 20.1
D.  Risk and Capital Budgeting

Reading assignment:  Chapter 12

Partial lecture notes to download from web:  Risk and Capital Budgeting

III.  Liability Management

A.  Review of Securities

Review sheet to download from web:  Review of Basic Securities

Reading assignment:  Chapter 14 

Note:  There is no lecture over this material.  It should be a review of Finance 3310.

B.  Issuing Securities

Review sheet to download from web: Review of Issuing Common Stock

Reading assignment:  Chapter 19 

Note:  There is no lecture over this material.  It should be a review of Finance 3310.

C.  Optimal Capital Structure

Reading assignment:  Chapters 15 and 16 (including appendices)

Partial lecture notes to download from web:  Capital Structure

D.  Dividend Policy

Reading assignment:  Chapter 18

Partial lecture notes to download from web:  Dividends

Important Dates:

Sept
10
Homework discussed


24
Homework discussed


27
Exam 1

Oct
6
No afternoon office hours.  I am leaving town for the annual FMA meeting.


8
No class.  I’ll be attending annual FMA meeting.


13
Homework discussed


15
No class – Fall break


25
Homework discussed and unofficial peer evaluations due


29
Exam 2

Nov
8
Unofficial peer evaluations due


17
Homework discussed


19
Exam 3


22
Projects due


24
No class – Thanksgiving holiday


26
No class – Thanksgiving holiday

Dec
1
Round-table discussion of projects – day 1


3
Round-table discussion of projects – day 2


6
Homework discussed and official peer evaluations due


9
Final scheduled for 9:00 class:  2:00 – 4:00 in HCB 408


13
Final scheduled for 10:00 class:  9:00 – 11:00 in HCB 408

Note:  As long as seats are available, you may take your final at any of the times I am giving one.  However, if you want to switch final exam times, you must sign up.  Note also that when you sign up to switch exam times, you are giving up your seat at your regular exam time.  You will only be able to switch back if seats are still available.  So be sure you do not have any other conflicts before switching exam times.
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