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1. COURSE DESCRIPTIÒN  

The course is design to cover all the financial principles related to the finance of corporate activities in the long term.
2. OBJECTIVES
General

Learn the fundamental tools of long-term financial management
Specific

Long-term financial planning
Cost of capital
Capital budgeting
Dividend policy
Capital structure
Long-term debt
Investment banking
2. GENERAL METHODOLOGY
The methodology of this class is half theory and half exercises and problems/exercises. 

Reading the assigned chapter before coming to class is not only mandatory but extremely necessary to pass the class. Students should be familiar with the material before coming to class in order to understand fully the context of the class. 

Students are encouraged to participate in class discussions covering the topics enclosed.

	DATE
	SPECIFIC COMPETENCIES
	CONTENT
	HOMEWORK (100 HRS.)
	EVALUATION

	
	Review of Corporate Finance I
	Determine the market value of Bonds & Stocks
	Reading: Chapter 4 &5 /  Pages: 93-167


	Class Discussion 

Homework

	
	Cost of Capital
	Capital budgeting, the process for capital budgeting

Cost of capital concepts

Corporate valuation: financing versus investment decision

Leverage: operating leverage, financial leverage

Weighted average cost of capital 

How leverage affects the cost of capital
	Reading: Chapter 10 / Pages: 304-335


	Class Discussion 

Homework


	DATE
	SPECIFIC COMPETENCIES
	CONTENT
	HOMEWORK (100 HRS.)
	EVALUATION

	
	Capital Budgeting
	Incremental cash flows: net initial outlay, net operating cash flow, non operating cash flow, and net salvage value

Net present value for capital budgetingInternal rate of return

Profitability index, payback, discounted payback, return on investment
	Reading: Chapter 11,12 / Pages: 336-402


	Class Discussion 

Homework

	
	Complicated Scenarios on Capital Budgeting
	Inflation scenarios

Break-even point applied to capital budgeting

Decision Tree Analysis
	
	Class Discussion 

Homework

	
	Review

	
	Midterm Exam

	
	Capital Structure
	Debt ratings: investment grade versus speculative grades

Factors affecting a firm’s choice of capital: ability to service debt, ability to use interest tax shields fully, protection against liquidity, degree of access to capital markets, dynamic factors and debt management over time.

Choosing appropriate capital structure: comparative credit analysis, and pro forma capital structure.

Subordinated debt, convertible debt, capitalized lease obligations, preferred equity
	Reading: Chapter 16 / Pages: 495-530


	Class Discussion 

Homework

	
	Dividend Policy
	Characteristics of corporate dividend policies: preference for paying common dividends, stability of dividends compared to earnings, regular payments, reluctance to cut the dividend, extra dividends

Dividend mechanics
Three-step approach to dividend decisions

Stock dividends and splits

Share repurchasing programs
	Reading: Chapter 18 / Pages: 564-594


	Class Discussion 

Homework

	
	Long-term Debt
	Secured debt: mortgage bonds, collateral trust bonds, equipment trust certificates

Unsecured debt and tax-exempt corporate debt

Main features of long-term debt: stated maturity, stated principal amount, stated coupon rate of interest, mandatory redemption schedule, optional redemption provision, and covenants.

Designing long-term debt issue: choice of maturity, coupon rate, redemption provisions, and frequency of issues.

Commodity-linked bonds, CMOs, FRN, credit-sensitive notes, extendible notes

International debt financing: Eurobonds, characteristics of Eurobonds

Refunding high-coupon debt
	Reading Chapter 24 / Pages: 766-804


	Class Discussion 

Homework

	
	Financial Planning
	The financial planning process

The financial plan: pro forma financial statements, planning horizon

Phases of the financial planning process

Benefits of financial planning

Cash budgeting, cash flow break-even point

Alternatives when funds are inadequate

Internal growth, sustainable growth
	Reading: Supplemental Text


	Class Discussion 

Homework

	
	Equity and Investment Banking
	Public offerings

General cash offers: 

Primary and secondary offerings

Role of underwriters: investment bankers, underwriting, syndicated offering process, underwriting spread

Non-underwritten offerings: best-efforts offering and direct sales of securities

Negotiated Vs competitive offerings

Private placements

Common equity financing
Rights offerings
Disadvantages and advantages of going public

Preferred stock: key features
	Reading: Chapter 23  / Pages: 727-763
	Class Discussion 

Homework

	
	Review

	
	FINAL EXAM


4. EVALUATION
Midterm exam:  25%
  
Homework

40%

Final Exam:       25%                      
Class Participation  
10%

5. CLASSROOM POLICIES
Late homework will be totally unacceptable, and only with proper justification, it will be accepted at a lower grade.

A fundamental principle of academic, business and community life is honesty. A violation of this ethical concept, such as plagiarism or cheating will result in penalties ranging from a grade of "F" in the assignment to dismissal from the class.

Turn Off the Cell phone in class

6. BIBLIOGRAPHY:
COURSEBOOK: Glenn A. Welsch, Ronald W. Hilton, Paul B. Gordon, Budgeting, Profit Planning and Control, 5th edition, Prentice-Hall

COMPLEMENTARY TEXT: Additional Handouts will be provided by the Professor
7. Additional Requirements: 

  Familiarity with MS Excel.
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