MBA 605 Financial Management
MBA Program
Bryan School of Business and Economics
University of North Carolina at Greensboro

Fall 2004

Professor Tony Wingler

Tony Wingler@UNCG.EDU

Course Website: www.uncg.edu/bae/people/wingler

Office Hours: 3-5 most days, appointment highly reemmended as | will frequently
be out of the office.

Office: 354 Bryan

Office Tel: 334-3092(email best bet)

Overview:

MBA 605 presents essential financial concepts supged with analytical tools. The
concept of valuation is central to finance and thisourse provides the basis for
understanding the implications and ramifications ofvaried business strategies and
tactics on firm value. MBA 605 is the basis forugsequent required and elective
courses in Finance. Specific objectives of this mabk are:

- Provide understanding of the valuation of equity ad debt claims, in
particular the assessment of the risk characteristis of these types of
securities;

« Provide understanding of how valuation principles gide a firm’s investment
decisions;

« Provide understanding of popular measures of manageent performance:
market value added (MVA) and economic value added=VA);

« Provide understanding of the analysis of financiastatement information;

- Provide understanding of financial planning and foecasting to evaluate
business strategies and anticipate financing requements;

- Provide opportunities to further develop understandng of Excel through a
wide range of financial applications.

Required Material:

Corporate Finance: A Focused Approach by Michael Brhardt and Eugene
Brigham, published by Thompson-South-Western publiging 2003. Available in
the University Bookstore in Elliott Center.

Two cases: North Central Utilities and Swan-Davisinc. are in bound form and
available in the University Bookstore in Elliott Center.



We make extensive use of Excel in this courseguf equire access to the software it is
available on the University’s computer network.

If you're considering the purchase of a financelcalator, not required, suggest the H-P
10B as the best value for the money. Shop arqumzks vary.

Format of the Module

The mini cases at the end of each chapter sertheedsasis for our lectures/discussions.
The mini cases cover the content of assigned chegadings but in a format which is
more engaging that a lecture. Reading the assigixé¢a@hapter before classd
familiarity with the mini-cases will greatly imprewnderstanding and motivate class
discussions

+ Reading the assigned text material and reviewiagi#signated mini case before
class is essential preparation.

- My website provides three types of resources whietuse: PowerPoint slides
and Excel worksheets for the mini cases (Build AdglcCase) serve as the basis
for class activities. Additionally, the web sitpides Excel Toolkits for each
chapter which provides instruction in using thesafe that is expressly tailored
to our study. Go tavww.uncg.edu/bae/people/wingland click on MBA 605 for
materials. The Excel Toolkits enable student$ Vimited experience with Excel
to enhance their capabilities with spreadsheetpamdde an excellent self-
learning tool.

« The syllabus list two types of reading assignmengsjuired (REQ) and
recommended (REC) reading. Students’ backgrouadsand recommended
readings provide an opportunity to address gapsderstanding. In a few
instances, sections of chapters are designateE@sdrpresent more in depth
topic coverage than class time allows.

Grade Determination

Course performance will be evaluated on the bdsjsaup case analyses (two) and a test
covering Chapter 6 (partial), Chapter 7 and ChafiteFhe test will be taken out of class
using the Blackboard system, more details later.



Due

Session
North Central Utilities Case (group analysis) ¥ Session 25%
Test on Chapters 6(partial), 7 and 8 " Sgssion 40%
Swan-Davis, Inc (group analysis) ™ Bession 25%
Group Members’ Evaluation (see below) 8" Session 10%

100 %

Group Case Analyses

Group work is a time-honored component of profesgiducation and for good
reasons...professionals accomplish objectives thrgughp efforts.

Students will organize themselviescase analysis groups consisting of a minimum of
two and maximum of three students. Full-time MEA&rns will remain in tact t for this
course. Part-time MBA students are responsibl@laecing yourselfs in a group and
once formed, the groups’ composition will remairtant for the term of the course.

Assigned group work is to be the sole responsytilitthe group’s members and is
governed by the University’s Honor Code:
http://studentconduct.uncg.edu/policy/academicirityg

It is the student’s responsibility to understand al uphold the University Honor
Code on all work. The groups’ case analyses should provide a statemeri each
member’s fidelity to the Honor Code, affirmed with signatures (see appropriate
form on site above). Failure to uphold the acaderihonor code is a serious offense
and will be prosecuted to the fullest extent.

The assigned cases provide structure in that stei@ea directed to answer specific
guestions presented at the end of the case. @aabses will be typed and should
contain appropriate Excel exhibits/ analysBave the clip-art for other courses

It is important to organize your thoughts/ analysesn a concise and effective manner
in addressing case guestions. Address the questions in a manner which minimizes
fluff and off-topic diversions. This is graduathsol, not middle school or high school,
and copying from the text is not what the Univergixpects of students at your level.
The quality of written responses is as importarthasspecifics of your response. Write
well and in a direct fashion but for the sake @& tbader, make it interesting and
reflective of your insights and personality.

Group members will be required to submit an evabuadf their fellow group member(s)
and the evaluation will factor into the grade detieation. Such methods of evaluation
arenotorious for their *halo effect” :I have problems with myagip member’s efforts



and attitude in our work but fear being honestim évaluation. Therefore, I'll rate my
group member much higher than they deserve. Ttiisagd serves no one, and especially
students receiving unmerited evaluations. Theuatain is known only to the professor
and is confidential. If you engage in the hal@eff you are not being responsible, and
have no one to fault but yourself.

Class Attendance and Involvement:

Graduate students lead busy lives and consistenglsessed me by the quality of work
they produce given their time constraints. | Ww#él understanding of course conflicts to
the degree that | can, but be advised that classnales in a module structured as this one
can quickly become a problem. As | will be untimgling of your conflicts, | ask that
you be understanding of my responsibility to mam&cademic integrity. Two or more
absences indicate that for whatever reasons therstis unable to devote the time
necessary for graduate study. Students with twoare absences will receive a one-
letter reduction in course gradea minimum. Should you miss a class, please do
yourself a big favor by not asking the all-time wadestion: “Did | miss anything?”.
Such statements reveal more about attitudes arerstadding of responsibilities than
one cares to acknowledge.

Course Syllabus

Note: Different sections of this course meets Weakd bi-weekly. Topic are listed by
weeks and for the bi-weekly class, assignmentslaean the second meeting of the
week.

Week One
Chapter 1 in E&B

REQ ---pp 9- top of page 26

REC---pp 1-8 and pp. 26- 46. We will use a linknfr my website, The Living Yield
Curve, to examine general characteristics of th&lyurve as an important measure of
current and expected interest rate levels.

Chapter 2 in E&B -- Time Value of Money—REQ
Toolkit for Chapter 2---REQ

A solid grasp of the time value of money is centioathe study of finance. We use Excel
for most calculations and the data entry on thetmogular financial calculators is

highly similar to those in Excel. Work lots of enfichapter questions and problems as
drill on this material. You can find short answéssselected problems at the end of the
text.



Week Two

Valuing stock and bonds are important and intemgstxamples of the application of the
time value of money. Our focus here will be omfeicing basic concepts and providing
important extensions to build a conceptual andyaical base for our study.

Chapter 3 in E&B---Risk and Return---REQ

Toolkit for Chapter 3 ---REQ

Chapter 4 in E&B---Bonds and Their Valuation ---REQ

Toolkit for Chapter 4---REQ

Week Three
Chapter 5 in E&B ---Stocks and Their Valuation ---REQ
Toolkit for Chapter 5 ---REQ

Chapter 6 in E&B ---Weighted Cost of Capital-- pp. 224-240---REQ. Limit your
reading to these pages.

We will cover only questions A-I in the mini casedr Chapter 6

Toolkit for Chapter 6, ignore the sections of thedolkit which pertains to the
material which was not assigned in the chapter andovered in the mini case for the
chapter.

Week Four

Chapter 7 in E&B---The Basics of Capital Budgeting: Evaluating Cash Flows--- pp.
259-274—REQ

pp. 274-286—REC—this material covers some refingmenthe REQ material that for
reasons of time constraints we are unable to dovelass. Review this material as your
interest and time permits.

We will cover only questions A-G of the mini caseolr Chapter 7

Toolkit for Chapter 7---REQ but coverage for only the REQ reading section of the
chapter.



Chapter 8 in E&B ---Cash Flow Estimation and Risk Analysis---REQ

Toolkit for Chapter 8---REQ

Optional Material on Risk Assessment

The assessment of an investment’s risk is a crasjact in its valuation. In practice,
risk assessment is frequently performed using Exdétins such as @Risk or Crystal
Ball. You might find it interesting to enter thames @Risk and Crystal Ball in Google
and view their websites. Time constraints do rewtrpt coverage of simulation in this
module but it is state-of-the-art analysis. Yowuéan opportunity to get the flavor of
financial risk analysis by exploring the optionaiceél material below. Although this
optional material is simple compared to @Risk oystal Ball capabilities, it
nevertheless provides a very representative sdrismiosimulation can aid materially in
risk assessment.

The Excel add-ins permit simulations to be perfatrae variables as a means of
reflecting uncertainty. Uncertainty is reflectegpgerforming the analysis many times
where the values for key inputs are randomly drérerm probability distributions with
specified characteristics. If you are interestedxplore further, check out the materials
below on the website.

1. Read the Word file “ Explanation of Simulation” tre website

2. You will need to “add” the special simulation swedire titled Simtools.xla to your
computer so your Excel can perform simulations ibcated on the website. The
Explanation of the Simulation explains how to aldel hecessary software to your
computer.

3. Chapter 8. Toolkit Simulation.xIs provides the taditoolkit instruction on the
use of the simulation software in this case.

Week Five

Assignments Due

Written case analysis of North Central Utilities cae due 8 week. The
case analysis should be typed and draws on the mag covered in
Chapters 3, 4, 5, with a hint of the coverage i€hapter 6. For classes
meeting twice during Week 5, the assignment will bdue in the second
meeting of the week.



Chapter 9 in E&B---Financial Statements, Cash Flowand Taxes----REQ
Toolkit.xIs for Chapter 9---REQ
Chapter 10 in E&B---Analysis of Financial Statemens$---REQ

Toolkit.xIs for Chapter 10---REQ

Week Six

Blackboard test on Chapter 6 (partial), Chapter 7 ad Chapter 8. The
test is available in Blackboard and is to be compted by the date given
in class. In general, the test will be availableof 5-6 days and you can
take the test as your time schedule permits. _Therdiversity Honor Code
governs this assignment

Chapter 11 in E&B---Financial Planning and Forecasing Financial Statements---
REQ

Toolkit.xIs for Chapter 11---REQ

Chapter 12 in E&B---Corporate Valuation, Value-Base&l Management and
Corporate Governance---REQ

Toolkit.xIs for Chapter 12---REQ

Week Seven
Chapter 16 in E&B----Working Capital Management

Toolkit.xIs for Chapter 16---REQ

Week Eight

Assignment

Course wrap-up

Swan-Davis Inc. case analysis due this session.



Submit Group Members Evaluation form.



