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College of Business Administration 

 
 

ACTG 585 - Corporate Valuation and Accounting Information 
  

Course Syllabus – Fall 2016 
 
 
Professor Ellen Engel       Office Location:      University Hall #2309  
e-mail:   elleneng@uic.edu                            Office phone number:        312-413-3418 
 
 
Course General Information 
 
Class Meetings: Section 28909:  Tuesdays, 6:00pm – 8:45pm  (SH 319) 

 Section 39331:   Mondays, 3:00pm – 5:45pm (DH 330)  
 

Office Hours:   Wednesdays 1:00pm – 2:00pm or by appointment 
 

Class website:     https://uic.blackboard.com – under CRN 39331 for both sections  
 Note:  University of Illinois at Chicago netid and password required for access 
 
 

 
****Important note about rescheduled Monday classes during weeks 1 and 
Labor Day week**** 
 
I will be holding a combined class with both sections of the course during the first 
week of the semester on Tuesday, August 23rd.   There will be NO Monday class during 
the first week.  The class will meet in the normal Tuesday evening class slot – from 
6:00 – 8:45pm in SH319.   
 
Also, I will hold a combined class with both sections on the Tuesday evening following 
the Labor Day holiday – the combined class will be on Tuesday, September 6th.  There 
will be NO class held on Labor Day (Monday, September 5th) since campus is closed for 
the University holiday. 
 
Classes for all other weeks will be held as scheduled for both the Monday and Tuesday 
sections.  
 
If you are registered in the Monday section and are not able to attend the Tuesday 
class during either week 1 or Labor Day week (week 3), please email me ASAP.   
 
 

mailto:elleneng@uic.edu
https://uic.blackboard.com/
https://www.google.com/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=0ahUKEwj-yZjGlvDJAhWKMSYKHcpCBJgQjRwIBw&url=https://lares.uic.edu/&psig=AFQjCNEKm1y6SY_ru4ocsyUnBQCr5ayvvQ&ust=1450898044022789
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Course Objectives/ Description: 

This course examines the role of financial statement analysis in the evaluation of the 
firm and the prediction of its future economic condition.  Topics covered include 
fundamental analysis and applications related to credit and, especially, equity 
markets.  This course is designed to provide: 
 
•  Exposure to public sources of financial information used by capital market 

participants 
 
•  Skills to critically analyze current financial statements and SEC filings 
 
•  Skills to predict the future economic condition of the firm 
 
•  Practice applying financial statement analysis in specific decision contexts (e.g., 

corporate valuation, financial distress evaluation) 
 

Prerequisites 
•  ACTG 500 Financial Accounting (or equivalent) 
•  FIN 510 Investments or FIN 520 Corporate Finance (both are recommended – 

may be concurrent) 
 

Required Course Materials: 

Valuation:  Measuring and Managing the Value of Companies, by Koller, Goedhart and 
Wessels, 6th edition, McKinsey and Co., Inc., 2015. 
 
Additional case materials, reading materials and course notes will be available on the 
course website or handed out in class.  If you anticipate missing a class, please arrange 
for a classmate to get an extra copy of any class handouts for you. 
 
Honor Code 
 

Students in this class are required to adhere to the standards of conduct in the UIC 
College of Business Administration Honor Code.  The Honor Code is outlined on 
pages 9 and 10 of the UIC College of Business handbook (can be found at 
https://businessconnect.uic.edu/sites/default/files/Documents/handbook-2015-
2016.pdf) 

 

The following is additional information relating to the Honor Code about my 
expectations with respect to the assignments and examinations for this course: 
•    Weekly assignments are expected to represent the original work of the students 

in the group.  I expect that each group member will contribute substantially to 
the completion of each assignment.   

•   Solutions and course notes of other students and faculty relating to the cases 
should not be obtained or discussed prior to in-class discussion of the case either 
electronically or from other students who have been exposed to the 
case/solution, including students that are currently taking or have taken ACTG 
585 in prior semesters.  

•   Students are not permitted to discuss any part of an exam (including both 
questions and answers) with students in their own and other sections of ACTG 
585 until the exam has been completed by both sections of the course.  

https://businessconnect.uic.edu/sites/default/files/Documents/handbook-2015-2016.pdf
https://businessconnect.uic.edu/sites/default/files/Documents/handbook-2015-2016.pdf
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Honor Code - continued 
 
In accordance with the Honor Code, students will be required to sign the following 
pledge on all assignments (individual and group) submitted, the final valuation 
project and the final examination:  “I pledge my honor that I have not violated the 
Honor Code during this assignment/project/examination.”    

 
 
Course Grade 
 
There will be reading assignments each week along with an assignment to prepare 
either for class discussion or to turn in. 
 
Your course grade will be based on the following: 

 

a.  Class Participation                                                           10% 
 
Class discussions of the cases and reading materials are an important part of the 
course – it is essential that you come to class prepared to participate in class 
discussions.  Please bring your name card to each class and display it weekly. The 
class participation grade will include your biography, in-class participation in case 
and other discussions, final project presentations and group evaluations of 
contribution to the final project.  Class participation is graded on the basis of 
contribution and quality, not on quantity. 
 
b.  Weekly Assignments                                                       20% 
 
There will be a number of written assignments/case analyses (roughly 10) due 
during the semester.  The assignments are designed to (1) give you practice in 
applying the course concepts and tools without grade-related pressures and (2) 
prepare you for class discussion. 
 
Logistics - The assignments are to be turned in by the beginning of class on the due 
dates given below for each section.  All assignments must be submitted in hard copy 
at the start of class.  Approximately one-half of the assignments will be individual 
assignments and one-half will be group or team assignments.   All group 
assignments are to be completed in groups of three to four students.  If you are 
working with group members in another section of the course, the assignment is 
due by the start of class of the earlier class time.   If you (or any member of your 
group) attend an earlier alternative section of the course in a given week (please 
request in advance), your assignment will be due before the start of this earlier 
class.  Monday students may not delay the due date/time of an assignment by 
attending the Tuesday evening section of the course.  
    
Grading – If your assignments reflects careful thought and a strong effort, you will 
receive full credit; if the assignment is not completed on time or lacks thought or 
effort, you will receive no credit (or only partial credit at my discretion).   
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Course Grade (continued) 
 
Solutions - Most of the assignments do not have a ‘correct’ answer so getting an 
assignment ‘correct’ is less important than the learning that occurs while preparing 
the assignment and in the class discussion of the assignment.  In-class discussions  
are structured to provide you with feedback and insight into the “solutions” and key 
takeaways for each assignment.  Graded copies of the assignment write-ups will not 
be returned, so please keep an extra copy for your reference.   
 
A more detailed summary of the assignments and their due dates is provided in 
Course Outline section below.   

 
c.  Midterm exam                                                                  15% 
 

There will be an open-book midterm exam during week 8 of the semester (Monday, 
October 10th/Tuesday, October 11th depending on the section in which you are 
registered).  
 
d. Final Group Valuation Project                                         25% 
 

The final project will involve the fundamental analysis and valuation of a company 
that I will choose during the semester.  The project is designed to involve all of the 
tools that we will develop throughout the semester and will be completed in groups 
(similar to the weekly assignments).  More details and exact requirements of the 
final project will be handed out and discussed about mid-way in the semester.  The 
project will be due at the start of class in Week #15 (November 28th/November 
29th).  Group presentations of the valuation project will also be made on this date. 
 
To encourage full participation by all team members, each of you will be asked to 
submit an evaluation of the performance/contribution of each member of your group 
on the last day of class.  These evaluations will be incorporated in the class 
participation component of your grade. 
 
e.  Final Examination                                                              30% 
 

There will be an open-book final exam during the exam week according to the 
University’s final exam schedule – see the schedule for final exam week on the 
University’s website for exam times for each section.  All students should plan to 
take the exam at the scheduled time for their section.  
 

The final exam will be comprehensive of material covered over the entire semester.  
The best preparation for the exam is active involvement in completing the weekly  
case assignments and the comprehensive final valuation project throughout the 
semester.  Sample final exam questions (and solutions) will be posted to the course 
website for help in reviewing and preparing for the final exam.    Students may use 
course textbooks, course notes and materials, case analyses and similar materials 
for reference during the exam.   No laptops or electronic devices other than 
standard calculators will be permitted during the exam. 
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Additional Information 
 

Syllabus updates –Please note that the timing of topics and reading assignments in this 
syllabus are subject to change based on the flow and pace of class discussion.  Changes 
are at my discretion with the intention of optimizing the quality and flow of the course 
content. 
 
Class Courtesy – Students are expected to be in their seats with cell phones turned off 
prior to the start of class.  In addition, laptops should not be used in a way that is 
distracting to the instructor or other class members – usage in class should be limited 
to the academic purpose of this course – email and general internet usage is not 
permitted.  Courtesy violations will deduct from class participation grades. 
 
 
Course Outline  
Below is a tentative schedule of the topics and assignments to be covered each week.  
Reading assignments are from the course text or articles material posted on the course 
Blackboard site unless otherwise noted.   
 
Reading assignments in Koller, et al. refer to the text: Valuation:  Measuring and 

Managing the Value of Companies, by Koller, Goedhart and Wessels, 
(McKinsey & Company) 6th edition 

 
 

Part I:  Fundamental Analysis Tools 
 

Week 1  Introduction to Financial Statement Analysis 
(Tuesday, August 23rd for both sessions due to rescheduled class from Mon, Aug 22nd) 

 
Class 1:    Topics: 
                 Overview of ACTG 585;  Introduction to Financial Statement Analysis 
 
                 Introduction to Financial Information;  Sources of financial information and 

an analysis of corporate strategy 
 

Class discussion:  Articles on earnings announcement by firms – on course 
website 

 
Related readings:  
Koller, et al., Chapter 1: “Why Value Value?”  
    Chapter 7: “Growth” 
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Course Outline (continued) 
 

 
Week 2  Analysis of Strategy and Introduction to Profitability Analysis 

(Monday, August 29th/Tuesday, August 30th) 
 
Class 2:         Case discussion:  Shake Shack Shakedown 
 
                      Topics: 
      Strategy and Industry Analysis    
                                  

                     Introduction to Profitability Analysis 
 
Related readings:  
Porter Five Forces Analysis – see link on course website 
 

Supplemental reading for weeks 2 and 3: 
Koller, et al., Chapter 26:  “Performance Management” 
    Chapter 6:  “Return on Invested Capital” 
    Chapter 9:  “Reorganizing the Financial Statements” 
 

 
Week 3  Profitabilitiy Analysis (continued) 

(Tuesday, September 6th for both sessions due to Labor Day Holiday) 
 
Class 3:    Case discussion:  Coca-Cola vs. PepsiCo.  
 
                 Topics: 
                 Profitability Analysis – Traditional Framework 
 
                 Application of Profitability Analysis             
 
                  
Related readings: 
Koller, et al., Chapter 10: “Analyzing Performance” 
 
 

Week 4  Penman Framework and Introduction to Financial Reporting Risk 
(Monday, September 12th/Tuesday, September 13th) 

 
Class 4:    Case discussion:  Comparative Profitability Analysis – Part I  
 
                 Topics: 
                 Profitability Analysis – Penman Framework 
 
                 Assessing Financial Reporting Risk  
 
Related readings: 

-  Beneish, M., The Detection of Earnings Manipulation, Financial Analysts Journal, 
Sep/Oct, 1999 
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Course Outline (continued) 

 
 

Week 5  Financial Reporting Risk and Accounting Quality and Introduction to 
Financial Risk Assessment 

(Monday, September 19th/Tuesday, September 20th) 
 
Class 5:   Case discussion:  Comparative Profitability Analysis – Part II 
 
               Topics: 
                Accounting Quality Assessment 
 

Evaluation of Financial Risk - introduction 
 

 

Related readings:  

Koller, et al., Chapter 19 ‘Nonoperating Items, Provisions, and Reserves‘  

Articles on course website: 

-  Dichev, Graham, Harvey and Rajgopal, The Mispresentation of Earnings, 
Financial Analysts Journal, Vol. 72, 2016.   

 
-  SEC Chairman Arthur Levitt speech  “The Numbers Game’ 
- Articles on Earnings quality: 

- “Earnings Quality Often Lost On Wall Street Analysts” Forbes, 
September 23, 2015 

- “Fuzzy Numbers”  Business Week, October 4, 2004 
- “Magic Tricks on the Corporate Books” Business Week, October 21, 

2009 
 

 
Week 6  Financial Risk Assessment (continued) and Financial Distress 

(Monday, September 26th/Tuesday, September 27th) 
 
Class 6:   Case discussion:  Accounting quality case 
 
            Topics:   
        Evaluation of Financial Risk – continued 
  
                Financial risk analysis:  Liquidity, solvency, financial flexibility and 

bankruptcy prediction 
 

Related readings:  

    Altman, E.  “Quantitative Techniques for the Assessment of Credit Risk”, Treasury 
and Cash Management, March/April 2003 – on course website 
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Course Outline (continued) 
 
 

Week 7 Introduction to Forecasting 
(Monday, October 3rd/Tuesday, October 4th) 

 
Class 7:  Case discussion:  Financial Risk and Distress Analysis case 

 
                Topic:   Forecasting Sales - introduction 
 
Related readings: 
    Koller, et al., Chapter 11:  “Forecasting Performance”   
 

 
 

Week 8  Mid-term exam 
(Monday, October 10th/Tuesday, October 11th) 

 
Exam will be an open-book exam. 
 

 
 
 

Part II:  Prospective Analysis 
 

Week 9  The Information Environment of the Firm and  
Forecasting Methods and Assumptions 

(Monday, October 17th/Tuesday, October 18th) 
 
Class 9:  Case discussion:  Amazon.com – Part I    
 
               Topics: 
    Earnings Announcements and the Role of Analysts 
        
   Forecasting Sales – continued 
   
   Forecasting Methods and Mechanics 
 
 
Related readings: 
Koller, et al., Chapter 5 “The Stock Market is Smarter Than You Think” 
Koller, et al., Chapter 30: “Investor Communications” 
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Course Outline (continued) 
 
 

Week 10  Application of Pro-formas:  Introduction to Valuation Models 
(Monday, October 24th/Tuesday, October 25th) 

 
Class 10:     Case discussion:   Amazon.com – Part II 
 

   Topic:      Introduction to Valuation Methodologies                     
 
Readings on valuation: 
“The Value of Cash” CFO.com 
Koller, et al., Chapter 8:  “Frameworks for Valuation” 
Koller, et al., Chapter 13:  “Estimating the Cost of Capital”     
Koller, et al., Chapter 12:  “Estimating Continuing Value”   
Mauboussin: 8 Common Errors in DCF Models. 
 
 

Week 11  Application of Pro-formas:  Equity Valuation 
(Monday, October 31st/Tuesday, November 1st) 

 
Class 11:     Case discussion – Forecasting scenarios during Financial Distress   
 
                   Topics: 
                    Free Cash Flows and the Cost of Capital 
 

    Implementing DCF Valuation Models  
 

Adjusted Present Value Models 
 
 
Related readings: 
Koller, et al., Chapter 2, Fundamental Principle of Value Creation  
Koller, et al., Chapter 14, “Moving from Enterprise Value to Value per Share”   
Koller, et al., Chapter 15, “Analyzing the Results”  
Koller et al., Chapter 18, “Taxes” 
Koller et al., Chapter 19, “Nonoperating Items, Provisions and Reserves” 
Koller et al., Chapter 20, “Leases and Retirement Obligations” 
 
Adjusted Present Value: 
Luehrman, “What’s It Worth: A General Manager’s Guide to Valuation.”  Harvard Business 

Review (on course website) 
 
Koller, et al., Appendix B:  “Derivation of Free Cash Flow, Weighted Average Cost of 

Capital and Adjusted Present Value”    
 
  



 -10- 

Course Outline (continued) 
 
 

Week 12  Application of Pro-formas:  Equity Valuation (continued) 
(Monday, November 7th/Tuesday, November 8th) 

 
Class 12:       Assignment:  Starbucks Discounted Cash-Flow Valuation case 
  
                      Topic:  Residual-Income Model (i.e., Earnings-based) of Firm Valuation  
 
Related readings: 
Residual Income/Earnings-based models: 
Koller, et al., Appendix A:  “Discounted Economic Profit Equals Discounted Cash Flow” 
Lundhold and O’Keefe, “Reconciling Value Estimates from the Discounted Cash Flow 

Model and the Residual Income Model.”  Contemporary Accounting Research (on 
course website) 

 
 

Week 13  Application of Pro-formas:  Equity Valuation (continued) 
(Monday, November 14th/Tuesday, November 15th) 

 
Class 13:       Assignment:  Starbucks Earnings-based Valuation case  
 
                  Topic:  Multiples-based Valuation Techniques 
 
Related readings: 
 
Koller, et al., Chapter 16:  “Using Multiples”  
 
 

Week 14  Other Topics in Valuation 
(Monday, November 21st/Tuesday, November 22nd) 

 
Class 14:      Special Topics in Valuation 
 

Discussion and group meetings on Valuation Projects 
 

Related readings: 
 
Koller, et al., Chapter 33:  “Valuing Cyclical Companies” 
Koller et al., Chapter 27, “Mergers and Acquisitions” 

 
 

Week 15  Presentations of Final Valuation Projects 
(Monday, November 28th/Tuesday, November 29th) 

 
Class 15:      Group presentations of final valuation projects    
 

Final exam review 
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Course Outline (continued) 
 

 
 

Week 16  Final Exam 
(Monday, December 5th/Tuesday, December 6th) 

 
NOTE:  All Students are required to take the exam w ith their registered 
section according to the University’s final exam schedule 
 
Exam will be an open-book exam. 
 

 
 
Additional Reference materials on valuation 
 
Students often asked for references to additional materials on financial statement 
analysis and valuation – the following list contains books that I think are nice additional 
sources of information on these topics.   These are not required reading for the course, 
but rather are additional places to broaden your understanding of these and related 
topics.  I may refer to certain chapters from these books as resources throughout the 
quarter.   I have most of these available in my office if you would like to look through 
them. 
 

• Damodaran, Aswath, Investment Valuation, 3rd edition, John Wiley & Sons, Inc. 
2012. 
 

• Holthausen, Robert and Mark Zmijewski, Corporate Valuation Theory, Evidence 
and Practice, 1st edition, Cambridge Business Publishers, 2014 

 
•    Palepu, Krishna G. and Paul M. Healy.  Business Analysis and Valuation:  Using 

Financial Statements, 5th edition, by, South-Western College Publishing, 2013. 
 
•    Penman, Stephen H., Financial Statement Analysis and Security Valuation, 5th 

edition, McGraw-Hill/Irwin, 2013. 
 
•    Soffer, Leonard and Robin Soffer, Financial Statement Analysis:  A Valuation 

Approach, Prentice-Hall, 2003. 
 

• Wahlen, James, Stephen Baginski and Mark Bradshaw, Financial Reporting, 
Financial Statement Analysis and Valuation 8th edition, Southwestern College 
Publishing 2014. 
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