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Select your own publicly traded corporation for this case.  You can select any company you want, but do not select the same company that you know another group is doing.  Provide copies of all the material you use to perform this analysis.  Don’t include copies of entire documents (such as the annual report) if you only used information from a few pages; include only those pages from which you derived information.  You can use financial information provided by the company, reports about the firm by financial analysts, articles in newpapers or magazines and any additional relevant material that you find in the library or online. 
For this project you are to work in teams of four, and turn in one analysis for each team.  Unless you let me know otherwise, I will assume you are working in the same teams as for case 1 and 2.  
The learning objectives of this case are, for your selected firm:

1. to determine the capital structure

2. to calculate the after-tax Weighted Average Cost of Capital 

3. to determine the compensation package for the CEO
4. to consider the makeup of the Board of Directors 

5. to evaluate the corporate governance of the firm

Your analysis of this case should include the following:

1) Determine the total debt of the firm and the average interest rate on that debt
a. Book value of the debt 

b. Market value of the debt (you may need to estimate this)
2) Determine the value of the equity of the firm

a. Book value of equity

b. Market value of equity

3) Determine the cost of equity capital

a. Based on the CAPM

b. Based on the discounted value of expected future dividends
4) Determine the value of any hybrid securities and their required rate of return
5) Calculate the debt-equity ratio of the firm

a. How does this capital structure compare with other firms in that industry?

b. If appropriate, explain why the capital structure differs from the industry level
6) Determine the marginal tax rate of the firm based on current tax laws and the financial position of the firm
7) Calculate the after-tax Weighted Average Cost of Capital for the firm

8) What is the after-tax Weighted Average Cost of Capital for the industry your firm is in?  (If you can’t find an industry value, then determine it for a few major competitors.)
a. Compare this with the value you determined above

b. If appropriate, discuss why these values differ
9) What was the total compensation of the CEO of your firm for each of the last three years?

a. Show the composition of the total compensation

b. How much of this compensation was based on options?

c. Did the firm expense the value of these options?

d. How did the stock of the firm perform over the last three years?

i. In absolute terms
ii. Relative to the stock market as a whole

iii. Relative to the industry 

10) What is the composition of the Board of Directors?

a. How many members of the Board of Directors are independent of the firm?
b. How many members of the Board are insiders?

c. Can you determine if there are any connections between management and the independent directors?

d. Has there been any turnover on the Board in the last three years?

i. If so, how has that changed the composition of the Board?

11) Evaluate the corporate governance of the firm on a scale of A-F

a. Explain why the firm deserves that grade

12) Are there any other significant issues about the firm that affects its capital structure, cost of capital, executive compensation or corporate governance?  If so, explain in the body of your report. 

Your report is to consist of an Executive Summary (1-2 pages) that includes a brief description of your company and provides the numerical answers to each of the questions listed above.  The remainder of the report should include the calculations, any discussion relating to these values and any supporting documentation that you used to perform this case study.      

