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CLASS DESCRIPTION

In the first instance this class builds on the introductory investment appraisal material
(NPV, IRR, etc) covered in the first year BF123 / BF124 and AG105 Finance classes.

The aim of the class is to provide an understanding of financial management within a
business enterprise. The class builds on introductory investment appraisal rules from
first year to consider the appropriate cash flows to be evaluated when undertaking an
investment project and building up to how to value a business enterprise, and how
companies determine their cost of capital for such projects.

The class will also consider financing issues related to the forecasting and management
of cash flows over time to ensure sufficient liquidity. Finally, the course will also
provide a framework to allow students to understand a company’s financial policy
decisions relating to payout policy, leasing, raising equity capital in efficient markets,
and capital structure.

CLASS AIMS

The emphasis in this class will be upon the analytical techniques and logical ideas
necessary to analyse the firm’s investment and financing decisions. The class will
discuss the optimal investment decisions of firms, the optimal financial structure to
fund these investments and the mechanisms for distributing corporate wealth to
shareholders.

Through computer-based application of the above material the class will also aim to
develop student’s understanding of business statistics and sensitivity analysis in
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investment decisions. It will also enable them to develop skills in the use of spreadsheet
software for financial analysis, modelling, decision making and statistical analysis.

LEARNING OUTCOMES

The following learning outcomes will contribute to your self-analysis and reflection in
your Student’s Personal Development Planning (SPDP). These learning outcomes will
be assessed using the methods explained in the “Assessment” section in this Outline.

Subject-specific knowledge and skills
On completing this class the student will have the ability to:

Al.

A2.

A3.

A4,

A5.

AG.

AT.

A8.

Identify investment projects that increase the firm’s market value, using the
concepts of net present value and equivalent annual cost, and present this
information in a spreadsheet;

Assess the value of a business enterprise using accounting valuation, relative
valuation / multiplier approaches, and discounted cash flow methods;

Be able to recognise models for management of the company’s working capital
and cash balances;

Understanding the implications of the efficient markets hypothesis for corporate
financial managers;

Be able to discuss the different ways a company may raise equity capital,
including initial public offerings and seasoned equity offerings and understand
how the UK regulatory framework limits the discretion of companies in the
choice of offering method;

Assess the firm’s cost of equity and debt capital, and the weighted average cost
of capital (WACC);

Explain why the financial structure used by a firm can affect its market value,
with reference to taxes, financial distress costs and incomplete contracting;
Explain why investors care about the payout policy of the firm.

Cognitive abilities and non-subject specific skills
During the class you will:

B1l.
B2.

B3.
B4.

BS.
B6.

Problem solving in the issues that face corporate financial managers;
Evaluating alternative theories in the areas that are of concern to corporate
financial managers;

Develop team working skills through participation in tutorial workshops;

The ability to independently source and analyse information and present one’s
findings effectively;

The ability to relate theoretical concepts to the real world;

The ability to use spreadsheets for problems requiring quantitative analysis.

Alternative formats of teaching materials are available on request. Please contact Jillian
D’Agostino in the departmental office of Accounting and Finance.



ASSESSMENT

The Department of Accounting and Finance has returned to on campus, in person
examinations in all modules. To support you in your exam preparation in this
module we will run several exam preparation sessions during the class lectures
(see timetable at the end of this document) and allocating time in class lectures /
tutorial workshops to cover exam-style questions.

A class test will count for 20% of your overall course grade. This test will take place
during the class lecture time slot on Monday 6 November 2023. This is an online
multiple-choice test that will be taken through the class myplace site.

The remaining 80% of your overall course grade will be based on the final examination,
which will take place during the exam diet in December 2023. Further details regarding
the exam will be provided during the course.

An overall weighted average mark of 40% is required to pass the class.

It is a requirement for course completion to complete all parts of the class
assessment. Non-submission of any part will result in an overall mark of zero being
awarded for the class.

Links that you may find useful to include for students with their exam preparation and
success
= Study skills Skills Boost drop-in sessions | University of Strathclyde
= Disability and wellbeing
https://www.strath.ac.uk/professionalservices/disabilityandwellbeing/
https://www.strath.ac.uk/sees/studentsupportwellbeing/
= Library
o Library Lounge: Virtual Study Sessions:
https://bookings.strath.ac.uk/Home/Course/5713
= Academic dishonesty
= where to study on campus:
The link below provides information about on campus study space, which you
might find helpful:
https://www.strath.ac.uk/professionalservices/library/findaplacetostudy/

PENALTIES FOR LATE SUBMISSION

The Business School follows the University's policy for the late submission of assessed
work:

POLICY and procedure for LATE SUBMISSION OF COURSEWORK (strath.ac.uk)
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FEEDBACK

The standard turnaround time for all feedback and marking within SBS is 15 working
days from assessment submission. This applies to coursework assessment and interim
class tests but does not apply to return of final exam and overall course grades.

The University policy on Assessment and Feedback is available here:

Assessment and Feedback Policy (strath.ac.uk)

COMPENSATION SCHEME

The Business School follows the University’s compensation policy, which can be found

here:
POLICY ON Compensation Scheme (strath.ac.uk)

RESIT POLICY

1. Students who have failed a class will be given the opportunity to resit the class
during the next resit diet.

2. Results for resits will not be capped at 40%.

REASSESSMENT

If you do not pass the course on your first attempt, or cannot take the exam for medical
or personal reasons, you will have to take a re-sit examination. If taking the paper at
your second or further attempt, your final assessment will be based entirely on your
mark in the re-sit exam. A 40% mark is required in the re-sit examination to pass the
class.

Alternative formats of teaching materials are available on request. Please contact Jillian
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TEACHING AND LEARNING

You will have 5 hours of class contact in most weeks: two two-hour allocated lecture
time slots, and either one further hour in a tutorial workshop or one further hour in
computing labs.

Lectures are scheduled for 11am — 1pm Thursday and Friday each week and are
intended to direct your reading and to explain and illustrate the techniques used in
collating and presenting information. You should read ahead on the textbook for that
week so that you can obtain the maximum benefit. Lectures will focus on illustrating
and discussing practical examples to illustrate theoretical concepts.

Computer labs are designed to enable students to develop skills in the use of
spreadsheet software for financial analysis, modelling, and decision making. Labs are
held in weeks 2-4. Your class test will take place during a class lecture time slot in week
8 and the test content is based on what is covered in the labs. The class lab tutors,
Donald Campbell and Martin Kemmitt will have office hours posted to myplace in the
remaining weeks of the class.

Tutorial workshops are designed to provide you with the opportunity for discussion
and development of thinking about the subject in a small group setting. Workshops are
held in weeks 5-11. All tutorial work will be posted in advance to the class myplace
site and students are required to prepare this material in advance of the tutorial. The
class tutor’s role is to facilitate students working through problem questions on the day
and addressing any specific questions asked during these sessions. Please note that you
will be provided with a large set of questions for practice each week and the tutor will
not go through all of the tutorial material during the classes. Solutions to tutorials will
be posted on myplace at the end of each week.

Registration for both tutorial workshops and computer labs is done through the
class myplace site. Students are required to sign up for one lab and one computer
workshop.

Attendance and assessment requirements: Attendance at tutorials and labs is
mandatory and will be monitored.

Students with special needs should contact Jillian D’Agostino in the Department of
Accounting and Finance. If you need any of the class materials in a different format
due to special needs, you should get in touch with Jillian.

Alternative formats of teaching materials are available on request. Please contact Jillian
D’Agostino in the departmental office of Accounting and Finance.



ACHIEVEMENT OF LEARNING OUTCOMES

The achievement of learning outcomes is necessary to successfully complete the class,
both in terms of your learning development and in your class assessment. It is
important, therefore, that you are confident about achieving these outcomes as the class
progresses. Attached to the class outline is a Record of Learning Outcomes
Achievement. This will serve to help you focus on the learning outcomes by keeping
a record of when and how you feel you have achieved each outcome.

PRE-REQUISITES

Students are expected to have taken BF123 / BF124 or AG105. Direct entry students
and students transferring from other institutions should have taken an equivalent
introductory finance module.

Alternative formats of teaching materials are available on request. Please contact Jillian
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REQUIRED READING
The required purchase reading textbook for this course is:

Corporate Finance, 4" European edition, Hillier, Ross, Westerfield, Jaffe and Jordan,
McGraw Hill, 2020.

All students will require a copy of this textbook, but please note that students who
purchased an earlier edition are not required to purchase the updated edition. Chapter
references for 2" and 3" editions are largely identical to those in the 4" edition.

Additional readings:

Business Analysis and Valuation: Text and Cases: IFRS edition, 3" edition, Palepu,
Healy and Peek, Cengage Learning, 2013.

Corporate Financial Management, 6™ edition, Arnold and Lewis, Pearson, 2019

Corporate Finance and Investment, 9" edition, Pike, Neale, Akbar and Linsley,
Pearson, 2018.

The first textbook by Palepu are useful for the company valuation element of the course.
The second and third books are UK written by UK academics and place a greater
emphasis in the UK institutional environment.

Alternative formats of teaching materials are available on request. Please contact Jillian
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LECTURE PROGRAMME

Week | Lecture Class topic HRWJJ | Lab Tutorial
time 4e
! Mon 11-1 | s introduction + Capital No lab No tutorial
Fri 11-1 budgeting ch 6.8
2 Mon 11-1 No lecture e Financial No tutorial
Fri11-1 Further issues in capital formulae
budgeting in excel
3 Mon 11-1 Capital No tutorial
Fri11-1 Company valuation Ch. 3-5 | budgeting
in excel
4 Mon 11-1 | No lecture Sensitivity | No tutorial
Fri11-1 Introduction to capital analysis in
structure Ch. 18- | excel
5 Mgn 11-1 Capital structure 19 No lab Capital budgeting
Fri11-1
6 Mon 11-1 | Raising debt and equity Ch. 13- | Nolab Company
Frill-1 capital 16 valuation
7 Mon 11-1 Working capital management Ch.26- | Nolab Capital structure
Fri11-1 27
8 Mon 11-1 | Online class test No lab Raising equity
Fri11-1 Test feedback and exam prep
workshop
9 Ill/::)rillll 1 L easing ch 17 No lab Working capital
10 Mon 11-1 Payout policy Ch. 21 No lab Leasing
Fril1-1 Ch.21
11 Mon 11-1 | Review and exam prep n.a. No lab Payout policy
Fril1-1 sessions n.a.

Alternative formats of teaching materials are available on request. Please contact Jillian
D’Agostino in the departmental office of Accounting and Finance.




