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FIN 360: Corporate Finance
Exam 1–Review and Formula Sheet
Exam Description 

· Length: Forty-five minutes.
· Weight: 20% of course grade
· Structure:

· Conceptual Questions: These are short answer questions in which you may be asked to define a term, describe a theory, etc.

· Calculations: Financial calculations, graphs, etc. similar to problems done ion class and the assigned end of chapter problems
Exam Policies

· You may use a financial calculator.

· You may not use the textbook, notes, crib sheets, formulae sheets, etc. The formulae below are provided for study purposes only.

· You may not substitute a cell phone, PDA, for the calculator. The only exceptions are accommodations authorized by Disability Support Services. 
· For calculations you must show all your work for any credit.

· To show your work when using a financial calculator, list the inputs, e.g., N = 3, I/Y = 8,…
· In yours answers, provide two decimal point accuracy for dollars, e.g., $14.13, and four decimal points for percentages, e.g., 0.0134 or 1.34%.
· Make-up exams will only be given if there is official documentation of an emergency, e.g., a doctor’s note. 
Coverage–The exam will cover all material up to and including Topic 3. The main ideas, theories and techniques are listed below. This is to help you get the ‘big picture’ but is not an exhaustive list, i.e., exam questions and problems will not be restricted to these main ideas. Also, you are responsible for ideas in the assigned readings even if they are not discussed in class.
· Topic 1–Introduction to Finance and Financial Markets
· The function of finance in the firm and the economy
· The basic themes and issues in finance

· The fundamental forms of business organization
· The function of markets, including financial

· Types of markets

· Types of financial institutions and their functions

· The mechanics of stock markets 

· Stock market efficiency
· Topic 2–Financial Statements, Cash Flow, and Taxes
· Flow versus stock statements

· Annualization

· The function, organization and construction:

· Income statement

· Balance sheet

· Statement of cash flows

· Free cash flow

· The structure and working of taxation

· Average versus marginal taxes

· Topic 3–Analysis of Financial Statements
· The classes of ratios and how ratios in a class are related

· Ratios (including the DuPont equation) calculation (formulae below)

· What a specific ratio (including the DuPont equation) says about a firm

· Limitation and misuse of ratios

Study Suggestions
· Study in groups

· Use flashcards for ideas, definitions, theories, etc.

· Do a lot of practice problems

· Conceptual Questions

· Study the slides–Anything that is the subject of a full slide is important.

· Read the textbook. IMPORTANT: You are responsible for the assigned textbook material even if we do not cover the material in class.

· Know the key words from the textbook which are listed at the end of the chapter.

· Answer the selected end of chapter questions–These are listed by topic on the schedule and the solutions are in Blackboard.

· Review your class notes–Anything occurring multiple times is important especially if it is mentioned under different topics.

· Calculations

· Study the examples done in class and in the textbook.
· Do the MindTap exercises.
· Answer and understand the end of chapter problems.

Formulae–You may not use this or any other list of these formulae during the exam. For the purposes of the exam, the official formulae are textbook definitions of each ratio listed below.
· Current Ratio 
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· Quick Ratio 
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· Inventory Turnover Ratio 
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· Days Sales Outstanding 
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· Fixed Assets Turnover Ratio 
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· Total Assets Turnover Ratio 
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· Total Debt to Total Assets 
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· Time-Interest-Earned Ratio 
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· Operating Margin 
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· Profit Margin 
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· Return on Total Assets 
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· Basic Earning Power Ratio 
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· Return on Common Equity 
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· Price/Earnings Ratio 
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· Market/Book Ratio
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· Dupont Equation
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