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MBA/540 Concept Outline
Week Four— Financing Activities for Wealth Maximization
Concept Outline
1. Assess financing needs for wealth maximization
a. What is financial planning (Ross Ch. 3)

b. Financial planning model (Ross Ch. 3)

c. The percentage sales method (Ross Ch. 3)
d. What determines growth (Ross Ch. 3)

e. Some caveats of financial-planning models (Ross Ch. 3)
f. Can financing decisions create value? (Ross Ch. 13)
g. The capital structure question and the pie theory (Ross Ch. 13)
h. A description of efficient capital markets (Ross Ch. 13)
i. Financial leverage and firm value (Ross Ch. 15)
j. Maximizing firm value versus maximizing stockholder interests (Ross Ch. 15)
k. Costs of Financial Distress (Ross Ch. 16)

l. Description of financial distress costs (Ross Ch. 16)

m. Can costs of debt be reduced (Ross Ch. 16)
n. Integration of tax effects and financial distress costs (Ross Ch. 16)

o. Growth and the debt-equity ratio (Ross Ch. 16)

p. How firms establish capital structure (Ross Ch. 16)

2. Identify medium-term financing alternatives
q. Accounting and leasing (Ross Ch. 21)

r. Types of leasing (Ross Ch. 21)
s. Taxes, the IRS, and leasing (Ross Ch. 21)
t. The cash flows of leasing (Ross Ch. 21)
u. NPV analysis of the lease versus buy decision (Ross Ch. 21)
v. Warrants (Ross Ch. 24)
w. Reasons for issuing warrants and convertibles (Ross Ch. 24)

x. Why are warrants and convertibles issued (Ross Ch. 24)

y. Conversion policy (Ross Ch. 24)

3. Analyze long term financing instruments 
z. Common Stock (Ross Ch. 14)
aa. Corporate long-term debt: The basics (Ross Ch. 14)
ab. Preferred stock (Ross Ch. 14)
ac. Patterns of financing (Ross Ch. 14)
ad. Recent trends in capital structure (Ross Ch. 14)
