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	Check out our new app, Calculall, a calculator that could solve most first year math problems. For more information, visit www.trutechinnovations.com 
EXAM INFORMATION
Sat. April 11 2015 – 12pm to 2:30 (WLU) or 12:30 to 3:00 (UW)
Breakdown 
Multiple Choice – 20 Marks = 25%
	4 Finance (5%)
	3 Negotiations (3.75%)
	3 Operations (3.75%)
	3 Sustainability (3.75%)
	3 Human Resources (3.75%)
	3 Labor Relations (3.75%)
	1 Mark Case Fundamentals (1.25%)
Short Answers – 40 Marks (13 Questions, 18 Parts) = 50%
	8 Marks Finance (10%)
	6 Marks Negotiations (7.5%)
	5 Operations (6.25%)
	5 Sustainability (6.25%)
	8 Human Resources (10%)
	8 Labor Relations (10%)
Short Case – 5 Marks = 6.25%
Problems – 15 Marks (2 Questions) = 18.75%
	All Finance
 
FINANCE (33.75%)
Textbook Chapter 5 – Multiple Choice (2.5%)	
Role of Financial Management – Managing a company’s money so that it can meet its goals
Main Goal – Maximize the value of the company to its owners (must consider short and long run)
Key Activities 
· Financial Planning – project revenues, expenditures and financing needs
· Investment – invest funds in projects and securities
· Financing – obtain funds for operations and investments, seeking the best balance of debt and equity
Financial Planning
Short Term Forecast – projection of revenues, costs, and expenses over a one year period
Long Term Forecast – typically 2 – 10 years; allows assessing financial effects of various strategies 
Budgets:
Cash Budget – forecasts the company’s cash inflows and outflows to help plan for shortages and surpluses
Capital Budget – forecasts outlays for fixes assets over several years
Operating Budget – uses individual budgets of operating activities and sales forecasts to forecast profit; used to plan operations




How Organizations Use Funds
Short Term Expenses (Operating Expenses)
Cash Management – ensuring there is enough cash on hand to pay bills and unexpected expenses
Managing Accounts Receivables – terms short enough for low risk of uncollectable; long enough to not hurt sales
Inventory – production managers want more raw materials, marketing wants finished goods, and finance wants least inventory possible 

Short Term Financing
Unsecured 
	Trade Credit (Accounts Payable)
	Bank Loans – Lines of Credit and Revolving Credit Agreements
	Commercial Paper – Unsecured Short Term Debt 
Secured – Collateral typically Accounts Receivables and Inventory
	Factoring: Selling Accounts Receivables at a factor of face value
Long Term Financing (~ 5-10 years)
Lenders use the 6 Cs of Credit to assess risk – Character, Capacity to pay, Capital, 	Conditions (eg. Economic), Collateral, Confidence
Debt Financing – Term Loans, Bonds, Mortgage Loan
Equity Financing – Common Shares, Preferred Shares, Venture Capital
Future and Trends
Expanding Roles of the CFO
Important of Enterprise Risk Management – Managing Credit Risk, Market Risk, and Operational Risk
Textbook Chapter 6 – Multiple Choice (2.5%)
Difficulty Raising Capital
Causes
Information Asymmetry
· Reluctance to disclose certain information
· Entrepreneur may take advantage of investor
· Adverse Selection – Inability to distinguish good and bad entrepreneurs
Uncertainty
· Opportunity and entrepreneur’s abilities
· Value of the venture
· Getting a return
Solutions
Self-Financing – assures investors that the entrepreneur is careful with the money
Provisions – Covenants (restrictions on actions), Convertibility to Common Shares, Forfeiture (if failed to meet milestones), Anti-dilution, Control Rights, Vesting Periods
Investor Specialization – investor has knowledge of venture’s industry
Geographically Localized Investing
Syndication – multiple investors
Types and Sources of Capital
Debt vs Equity
New Ventures use Equity Financing as
· Venture must pay interest before positive cash flow
· Debt leads to high-risk high-reward actions
If they do use Debt Financing, they tend to use
· Debt secured by personal assets
· Asset-based Financing – secured by the equipment bought with debt
· Supplier credit
Sources of Capital
Savings, Friends and Family, Business Angels, Venture Capitalists, Corporations, Banks, Asset-Based Lenders, Factors (offerings factoring), Government Programs
Equity Financing Process
Introduction to Investor (typically referred) → Executive Summary / Quick overview of Business Plan → Formal Investigation into the Plan → Due Diligence → Negotiation
Cost of Capital - The rate of return needed for an investment
Typically high for New Ventures
· Illiquidity Premium
· Premium if there is undisclosed information
· Forecasts typically overoptimistic
· Compensation for assistance
· Decreases in the later stages
The Venture Capital Method
1. Estimate venture’s Terminal Value by multiplying projected income to comparable business’ Price to Earnings ratio
2. Calculate the Present Value of the Terminal Value by discounting to the Cost of Capital
3. Ownership needed = Investment / Present Value of the Terminal Value
Social and Behavioral Aspects
Social – entrepreneurs tend to raise money from (or referred by) people they know 
· Less likely to take advantage of investor
· Efficient method of gather information on people
· Positive attributions to people referred to by a social ties
· Social networks can be used as effective sanctions for bad actions
Behavioral – should frame venture away from risks and on potential; create a sense of urgency to back entrepreneur

Lecture Material – Problems (18.75%)
Cash Budgeting - Forecasts and Manages Cash Flows
Worksheet 
Net Sales
One Column for Each Budgeting Period

Collections
Total Receipts
Net Purchases
Payments
Total Payments for Purchases
Cash Budget 
Starting Cash


One Column for Each Budgeting Period

Add: Receipts
Total Cash Available
Less: Disbursements
	Purchases
	Rent Expense
		⋮		
Total Disbursements
Cash Surplus (Deficiency) [image: U+2190.svg] Cash Available – Total Disbursements 
Min Cash Desired		
Borrowing Required [image: U+2190.svg] If Cash Surplus < Min Cash Desired: Borrowing Required = Min Cash Desired - Surplus
Surplus Cash [image: U+2190.svg] If Cash Surplus > Min Cash Desired: Borrowing Required = Surplus - Min Cash Desired 
Loan Repayment
End Cash Balance [image: U+2190.svg] 
Cash Burn – how quickly a venture uses cash
	Cash Burn = Cash Expenses + Interest + Tax + ∆Inventories + CAPEX - ∆Payables & Accruals
	Cash Build = Net Sales - ∆Receivables
	Net Cash Burn = Cash Burn – Cash Build   OR   Net Cash Build = Cash Build – Cash Burn
Lecture Material – Short Answers (10%)
Venture Financing
Through the Life Cycle
Development Stage – turning and idea to a business
	Seed Financing – Entrepreneur’s assets and Love Money
Startup Stage – start of revenue generation
	Startup Financing – Seed Financing Sources + Business Angles, Venture Capitalists
Survival Stage – revenue pays for some but not all expenses
First Round Financing – Business Operations, Venture Capitalists, Suppliers and Customers (Trade Credit), Government Programs, Commercial Banks
Rapid Growth Stage – cash flow positive
	Second Round Financing – same sources as first round
	Mezzanine Financing – debt convertible to equity on default
	Liquidity Stage Financing (IPO) – Investment Bankers
Early Maturity Stage 
	Business Operations, Commercial Banks, Investment Banks
Venture Valuation Approaches
Income Approach – based on assumption that 
Value = Present Value of Future Income + Potential Liquidity Event
The Discounted Cash Flow Method
1. Determine Free Cash Flows (Operating Cash Flow – CAPEX) + potential liquidity event
2. Discount for Risk (relatively high rate)
3. Valuation = Sum of the Present Values
Needs to know income stream, growth rate and discount rate which are subject to significant uncertainty for new ventures

Considerations
· Risk of failure likely higher than discount rate (Venture Capitalists uses a portfolio of investments to hedge risk)
· If losses projected to occur at the first few years, it is likely to occur at a greater magnitude
· Valuations also driven by subjective factors (i.e. the team, intellectual property, ect.)
Market Approach – determine value based on similar businesses with known values
Cost Approach – net cost of assets or original amount invested
Structure of Venture Financing
Most external capital raises through issuance of preferred stocks with provisions
Royalty arrangements also becoming more common 
Growth Strategies – from low to high risk
Intensive Growth Strategies
Market Penetration – more quantity to current customers
Market Development – new geographic markets
Alternate Channels – different distribution channels
Product Development – new products to current and existing customers
Integrative Growth Strategies
Horizontal Integration – acquire / merge with competitor
Backwards Vertical Integration – acquire / merge / create supplier
Forwards Vertical Integration – acquire / merge / create distributor
Diversification – acquire / merge / create unrelated business
Key Consideration – Regardless of strategy, key transition from entrepreneur to manager occurs during rapid growth stage*
* Important to keep entrepreneurial characteristics to encourage innovation and creativity and transfer the spirit to employees by Sharing Vision, Institutionalize Change as a Goal, Reward Innovation and Create and Environment for Failure
Harvest and Exit
Implications
Entrepreneur – personal and financial
Investor – commitment to capital tied to harvest options
Strategies
Sell the Company – Strategic Acquisition (e.g. result of a horizontal integration), Financial Acquisition (e.g. leveraged buyout), or Employee Acquisition
Release Firm’s Free Cash Flows – stops reinvestment and starts harvesting; may harm venture
Take the Company Public (IPO) 
	Primarily to raise capital to finance growth; lends liquidity for harvest
	Very Costly, Lock Up (founders can’t sell shares for a period), loss of secrecy and flexibility
Liquidate – may be the only option for some (e.g. Independent Lawyer)







NEGOTIATING (11.25%)
Lab Manual - Multiple Choice (1.25 - 3.75%)
See Negotiating with Emotion in the Lab Manual 
Lecture Material – Short Answers (7.5%)
EASY Process
Engage – recognize negotiation and review strategies
Assess – evaluate own and other side’s negotiating tendencies
Strategize – choose which strategy to use
Y (does not mean anything)
Negotiation Matrix 
	Cooperative → → →

	
	Competitive
Win / Lose
	
	Collaborate
Win / Win

	
	Proactive → → →

	Compromise
	

	
	Avoidance
Lose / Lose
	
	Accommodate
Lose / Win





Negotiation Strategies
Compromise
Use in
· Late into negotiations after all other strategies used
· To close a small gap
· Leads directly into an agreement
Avoidance
Use in
· Minimal issues (may grow into a bigger issue)
· Better options available elsewhere
Implement in a way that demonstrates investment in relationship
Accommodation
Use in
· Significantly weaker position (can improve with knowledge)
Ensure it does not lead to expectation of accommodation
Competitive
Use in
· Other party can / will not collaborate (i.e. needs senior player)
· Not worth the effort to collaborate (insignificant relationship)
Collaboration
Use whenever the opportunity arises with capable and willing decision makers
80 / 20 rule – 20% of negotiations are collaborative
Needs to have internal collaboration, preparation, need identification and trust
2 Types
	Sage – collaborates only when it makes sense (reciprocated)
	Dreamer – always tries to collaborate (one sided collaboration = accommodation)

Basic Interaction Styles – Pace of Information Exchange (Related to DISC)
Drivers – Fast Paced, Task Focused (D)
Focus on the big picture; limited interest in details
Fear of Failure
Expressive – Fast Paced, People Focused (I)
Quick and Enthusiastic
Fear of Boredom
Amiable – Slow Paced, People Focused (S)
Focused on feelings
Fear of conflict 
Analytical – Slow Paced, Task Focused (C)
Focused on data
Fear of making a mistake

Principled Negotiations
Negotiations tend to be positional 
Positional Negotiating – using distributive strategies (competing, compromising, accommodating); focus on positions
Principled Negotiation – using integrative strategies (collaborate); focus on interests
	Outcomes – Wise agreement reached Effectively and Amicably
	Basic Points
· Separate people from the problem
· Focus on interests, not position
· Generate a variety of options
· Base decision on objective criteria
OPERATIONS AND SUSTAINABILITY (20%)
Textbook Chapter 7 + Lab Manual – Multiple Choice (7.5%)
Critical Success Factor – providing quality goods and services
Planning
Production Processes
Mass Production – Low Manufacturing Costs from producing Uniform Products with Repetitive and Standardized processes (e.g. Ford Model T)
Mass Customization – goods produced with mass production up to a point, and then custom tailored to customer (e.g. Furniture)
Customization – unique products produced according the customer’s specific needs (e.g. print shop)
	Job Shop – Company that produces in response to a customer’s orders
Location
Factors for choosing a location include: Availability of Production Inputs, Marketing Factors, Manufacturing Environment, Local Incentives, and International Location Considerations
Facility Layout – Types
Process – arranges according to the specific task (e.g. welding)
	Best for small quantities of a large product variety
Product (a.k.a. the assembly line) – arranged in a line with products moving along it
	Best for large quantities of a single product 
Fixed Position – product stays in one place and workers & machinery moves around it
	Best for difficult to move products (e.g. building)
Cellular Manufacturing – small, self-contained production units, each completing an order 
	Helps create a team environment 
Resource Planning
Bill of Material – quantity of material needed to make each product
Make or Buy decision – Buy (outsource) if part used in only one of many products, part is standard and mass produced, more cost effective with better quality
Inventory Management – Deciding how much if each inventory to keep on hand and handling it
	Cost associated with inventory
· Holding 
· Frequent reordering
· Not having enough (e.g. less sales) 
Inventory management must try to minimize the costs
	Perpetual Inventory – continuously updated list of inventory levels
Manufacturing Resource Planning – Computerized system that controls the flow of resources and inventory
Manufacturing Resource Planning II – Computerized system that integrates data from all parts of the business to generate production plans, forecasts, and reports 
Enterprise Resource Planning – Computerized system that incorporates information of the company’s suppliers and customers into the generated data as well
Supply Chain Management – ensuring smooth transitions along the supply chain
Strategy – Improving supplier communication 
	E-Procurement – purchasing supplies online
	Reverse Auctions – suppliers bid for the job
	Electronic Data Interchange – electronic information exchange between trade partners
Controlling - Routing
Setting the workflow of production – the sequence of machines and operations which a product progresses start to finish
Value-Stream Mapping – visualizes the flow of materials and information from supplier to customer
Improving
Quality Control – creating standards and producing & measuring finished goods against them
Total Quality Management – use of quality principles in all aspects of the company’s operations
Focuses on Continuous Improvement
Quality Assurance – doing the job right the first time
Six Sigma – program that focuses on getting as close to zero defects as possible
	Uses DMAIC – Define, Measure, Analyze, Improve and Control
The International Quality Standard – ISO
	Standard of quality for a producer’s procedures
Technology - usages to improve operations
Computer Aided Design and Computer Aided Manufacturing
Robotics
Flexible Manufacturing Systems – combined automated workstations with computer controlled transports (Automated Guided Vehicles)
Computer Integrated Manufacturing – combines manufacturing processes with computerized systems controlling Design, Inventory, etc.
Future / Trends
Asset Management – using a software system to keep track of assets used in operations
Modular Production – breaking up the production of a complex product into the quick assembly of multiple smaller, independently created parts
Designing Products for Production Efficiency
Also see The Business Case for Sustainability in the Lab Manual



Lecture Material – Short Answers (12.5%)
Operations
Service vs. Manufacturing
Both transforms a raw material into a finished good
Services differs from manufacturing with
· Raw material is the person with a need
· Service performed, not produced
· Focus on the process as well as the outcome
· Customer is part of the process
Impact on Capacity
Capacity – the integration of marketing and operations due to the demand-capacity tradeoff
Manufacturing 	
	Need to set capacity slightly ahead of demand – machinery may sit idle if too much, may 	turn away customers if too little
	Also account for seasonality
Services
	High Contact – set capacity based on peak demand
	Low Contact – set capacity based on average demand
May also effect scalability 
Mass Production and Customization (Key Trend)
	Mass Production
	Mass Customization

	Stable Markets
Focus on efficiency and effectiveness
Lots of repetition
	Markets with constant change
Focus on the customer
Lots of customizations and innovations



Shift towards mass customization due to technology
Sustainability
The Triple Bottom Line – People (society), Planet (environment), and Profit
Various ways to measure
Sustainable Operations 
· the Next Industrial Revolution
· Not making small adjustments to lessen environmental impact, but completely changing it
Approaches to Sustainability
Cradle to Cradle (Product Design)
Cradle to Grave – Take, Make, Waste
Cradle to Cradle – products developed in a closed loop; waste is a biological of technical (for new products) nutrient
Biomimicry – Biologically Inspired Engineering; based on how nature works
Product Stewardship – responsible and ethical management of the health, safety and environmental aspects of a product through the total life cycle
	Extended Producer Responsibility – accounts for the products impact during and after use
Servicing – change the business model from selling good to providing services (less material used)
	More difficult to imitate services = competitive advantage
	Example: Xerox – instead of selling more printers, starts offering document management
Sustainability of the Supply Chain
Outsourcing operations does not outsource the risk and responsibilities associated; a sustainable supply chain is key to brand integrity
Greenwashing – misleading consumers on the benefits of a product
7 sins – Hidden Tradeoffs, No Proof, Vagueness, Irrelevance, Lesser of Two Evils, Fibbing, Worshipping False Labels
HUMAN RESOURCES AND LABOUR RELATIONS (27.5%)
Textbook Chapter 8 – Multiple Choice (7.5%)
Job Analysis – a study of the tasks required to do a job well
Job Description – Tasks and Responsibilities of a job 
Job Specifications – Skills, Knowledge and Abilities needed to fill a job
Planning and Forecasting
Involves two forecasts
Determining the number of people needed in the future (demand)
	Internal Supply Forecast – future jobs that can be filled with current workers
Use the results to estimate the expected shortage / surplus and take action
Contingent Worker – temporary worker hired during shortages
Recruitment
Internal Labor Market – recruitment of current workers to fill jobs (promotions and transfers)
External Labor Market – through media, schools, search companies, job fairs and corporate open houses
Electronic Job Board – posting the jobs on the internet




Selection
Steps
· Internal Screening – application and brief preliminary interview
· Employment Testing (e.g. technical and personality tests)
· Selection Interview – in-depth interview
· Background and Reference check
· Physical Exams (e.g. drug testing)
· Decision to Hire
Training and Development
On the Job
Job Rotation – reassignment to several jobs over time to learn the basics of each
Apprenticeship
Articling – applying theoretical knowledge learned in school in an accredited environment
 Mentoring
Off the Job
Programmed Instruction – computer assisted training
Simulation – mockup of the work environment
Performance Evaluation
Performance Appraisal – comparison of the expected and actual performance
Appraisal Process
· Performance standards established
· Employee works to meet standards
· Supervisor evaluates work based on various characteristics
· Based on evaluation, reward and job change may occur
· Rewards provide further incentive for worker to work harder
Compensation and Benefits
Factors effecting pay
	Pay Structure and Internal Influences (i.e. the job)
	Pay Level and External Influences (i.e. competitor’s pay)
Types of Compensation – Hourly Wages, Salaries, Piecework and Commission
	In addition to Incentives – Bonuses, Profit Sharing, Fringe Benefits (e.g. dental plan), 	Accelerated Commission Schedule (higher commission percentage after each sale)
Labor Relations in a Unionized Environment
Negotiating Collective Agreements on
· Union Security
· Management Rights (e.g. hiring and firing)
· Wages and Benefits
· Job Security and Seniority
· Grievances and Arbitration
Laws
· Can’t discriminate against disabled; must make reasonable accommodations for them unless it causes undue hardship
· Unbiased selection
· Compensation based on performance
Future and Trends
Aging Population – Higher retirement ages and labor shortages
Employee Diversity as a Competitive Advantage
Outsourcing and use of technology for HR tasks
Hiring to Fit the Organization Culture

Lecture Material – Short Answers (20%)
Human Resources
The Process
Forecasting and Planning (from Marketing and Operations) → Job Analysis → Recruitment → Selection → Training and Development → Performance Planning and Evaluation → Compensation and Benefits
Recruitment – Generating a pool of qualified applicants
Not always the solution – consider outsourcing, offer hours to current workers, etc. 
To measure effectiveness
	Yield Ratio - % of applicants that proceed to the next stage
	Time Lapse Data – time from recruitment to start of work
Employer Branding
· Define target audience
· Develop employee value proposition
· Communicate brand
Selection
Methods must be valid and reliable (human rights legislation)
Employment Equity Act – ensures full representation of women, the disabled, minorities and aboriginals in the work force
Validation of Methods
	Criterion Validity – performance on selection method (predictor) predicts job 	performance (criterion)
	Validation Process – administer method to a group, compare result with job performance 	and keep valid predictors only
		Can be implemented as Predictive (new applications; long but accurate), or 			Concurrent (current workers; fast but may be inaccurate due to experience)
Methods
	Application Form – ask information needed to predict job performance only; may use a 	weighted scoring system
	Interview – most common but least valid due to subjectivity, biases (e.g. early bias, 	halo effect, recency/contrast effect), and variance and validity of questions
		Solution – training of interviewers, multiple interviewers, and using the job 			analysis to guide questions
		Types of Questions – Situational (hypothetical) and Behavioral (past experiences)
	Testing
· Broadly validated tests; able to be used for the general public
· Can’t use for own company because it wouldn’t be specific enough
· Validated tests (ex. EQi or DISC)














Compensation
Internal Equity – what the job is worth to the company
	Steps
· Develop rating system
· Use job analysis to rate jobs
· Assign pay based on value job provides (Price the Pay Structure)
Rating System – Point Method
	Four Universal Factors – Skill, Responsibility, Effort, Job Conditions
	Sub-Factors – specific to each organization
	Steps
· Determine degrees of each sub-factor (how much needed) for the job
· Rate how much each sub-factor is valued
· Calculate Pay Grade
Example
	Skill 
	1st Degree
	2nd Degree
	3rd Degree
	4th Degree
	5th Degree

	   Knowledge
   Experience
   Initiative 
⋮
	5
10
5
⋮
	10
20
10
⋮
	15
30
15
⋮
	20
40
20
⋮
	25
50
25
⋮



	Score Range
	Pay Grade

	139 and less
150
⋮
360 or more
	12
11
⋮
1



Pay Equity Legislation
	Not Equal Pay for Equal Work; Prohibits different wages for different jobs or comparable 	worth for the same firm
	Attempts to send systematic wage discrimination in the public and private sector
	Requires to develop and implement plans, but it’s a complaint based system
Labor Relations
Union Structure
	Labor Congress – Researches & Lobbies, mediates disputes between parent unions
		E.g. Canadian Labor Congress
	Parent Union – Researches & sets policies, provides legal aid and strike funds for local 	branches, and has the final authority over them
		E.g. Canadian Auto Workers
	Local Branch – Collective bargaining, contract administration and handles grievances
		E.g. Local CAW 123
The Basis of Power
Union – the threat and ability to carry out a strike using timing and strike fund
Management 
· The ability to withstand a strike by stockpiling inventory, subcontracting, skeleton staff, strikebreakers (scabs and replacement workers), and strike insurance
· Industry wide lockout
· Employer Association collective bargaining








Union Types
Trade (Skilled) – defined by their job; hard to replace 
	Power – monopoly over scarce human resources
	Union Tactic – withdraw and picket
	Management Tactic – industry wide lockout
	Characteristics – little violence; settled quickly
Industrial (Unskilled) – defined by their employer; easy to replace
	Power – strength in numbers
	Union Tactic – physically control access with picketing
	Management Tactic – withstand strike
	Characteristics – potential violence; may drag on 
Collective Bargaining
Union Certification
	Voluntary Recognition (by management) OR
	Certification Process - Steps
· Membership Drive – need 40% of bargaining unit to sign union cards
· Results reviewed by OLRB
· Representation Vote – needs 50% + 1 of votes to certify
· No undue influence from management (can’t use threats or promises)

Issues
Level of Union Security (form of recognition)
· Voluntary Check Off of Dues – members may opt out and not pay dues
· Agency Shop (Rand Formula) – all must pay dues (financial security), but does not have to be a union member
· Union Shop – after a duration, a worker must join the union (membership security)
· Better for temporary workers
· Closed Shop – must be a union member for employment
Duration and Renewal – agreements must last min. 1 year
Seniority – most senior = last to be laid off; union representatives have super-seniority
Settlement
After agreement – ratification vote (either contract in effect after vote, or retroactively ratified)                               
No agreement 
· Conciliation – non-binding recommendation report (union may ask for a ‘no-board’ report); strike / lockout legal on 17th day after report issued
· Mediation – helps avoid or end a strike / lockout
· Arbitration – binding recommendation; arbitration is voluntarily agreed by both parties, or compulsory for essential services
Grievances – resolves conflicts in interpretation of the contract
Procedure outlines in agreement and usually includes
· Statute of limitations
· Escalation with time limit at each stage
· Arbitration at the highest level
SHORT CASE + 1 Multiple Choice on Cases (7.5%)
See What Is a Case? and Case Analysis: Tips and Tools in the Lab Manual










The Mock Exam                                                                                           / 80
Disclaimer – This Mock Exam is based on the BU121 2015 Winter Review Guide, experience with past BU Exams and the Learning Objectives. This mock exam may not be an accurate representation of the actual exam.
Multiple Choice – 20 Marks
1. Key activities of Financial Management does not include
a) Financial Planning	
b) Financing
c) Budgeting
d) Investment
2. Which of the following are sources of unsecured short term financing?
	a) Commercial Paper
	b) Bonds
	c) Investment Bankers
	d) Government Programs
3. Which of the following is a reason why it is difficult for new venture to raise capital?
	a) The high cost of performing a deal
	b) Difficulty finding investors
	c) Investor uncertainty in the venture
	d) Fear of the investor taking advantage of the entrepreneur
4. The Cost of Capital is
	a) Compensation to the investor for assistance
	b) The costs associated with capital expenditures
	c) The cost the investor must pay for an equity stake
	d) The rate of return needed to invest in a venture
5. A University of Pennsylvania study determined that negotiation is inherently stressful to people because of the following three main reasons
a) Lack of control, length of time required and an absence of feedback
b) Fear of competing, unpredictability and an absence of feedback 
c) Fear of competing, lack of control, and the length of time required 
d) Lack of control, unpredictability and an absence of feedback
6. Compromise should be used in negotiations
	a) Whenever the opportunity arises
	b) As a last resort
	c) When the other party is competitive
	d) When the other party is accommodative
7. Keys to principled negotiations include
	a) Separating the person from the problem
	b) Focusing on interests, not the problem
	c) Use an objective criteria to make decisions
	d) All of the above
8. A _______ layout has all similar tasks grouped into the same area
	a) Process
	b) Product
	c) Task
	d) Cell 
9. Asset Management is 
	a) The usage of software to keep track of operating assets
	b) Controlling the flow of assets from purchase to retirement
	c) Determining which assets need to be acquired at what time
	d) The management of cash, raw materials, and inventory

10. Costs associated with inventory include which of the following
	a) The cost of raw materials
	b) The cost of holding inventory
	c) The cost of capital
	d) All of the above

11. All of the following are global drivers of sustainability except
a) Commercial issues of compliance and risk management 
b) The need for short-term profitability 
c) Environmental legislation
 d) Brand reputation
12. Extended Producer Responsibility is
	a) The integration of the responsibilities to the Society, Environment as well as Owners
	b) Extending the producer’s responsibilities to their supply chain
	c) Accounting for a product’s impacts before and after use
	d) The responsibility a producer has towards the customers and the employees
13. Which of the following are not one of the 7 sins of Greenwashing?
	a) Exaggeration
	b) Vagueness
	c) Fibbing
	d) Lack of Proof
14.  The ________ contains the Skills, Knowledge and Abilities needed to fill a job
	a) Job Analysis
	b) Job Responsibilities 
	c) Job Description
	d) Job Specifications

15. Articling is
	a) The reassignment to several jobs over time
	b) The application of theoretical knowledge learned in an accredited environment
	c) The process of comparing expected and actual job performance
	d) Computer assisted job training
16. According to human rights legislation, employers cannot discriminate against the disabled, causing the implication that they must
	a) Treat the disabled just as any other employee
	b) Accept any disabled applicants unless there is a reasonable justification
	c) Make reasonable accommodations unless it causes undue hardship
	d) All of the above
17. Which of the following are usually topics in labor agreements?
	a) Wages and Benefits
	b) Management Rights
	c) Union Security
	d) All of the above
18. A Union’s basis of powers comes from
	a) The threat and ability to carry out a strike
	b) The ability to withstand a strike
	c) The ability to withstand a lockout
	d) Their monopoly over scarce human resources
19. With a ___________, a worker must join the union after a specified amount of time 
	a) Voluntary Check off of Dues
[bookmark: _GoBack]	b) Agency Shop
	c) Union Shop
	d) Closed Shop
20. XYZ Company is a global supplier of copper. When one of its mines is destroyed in a flood, it must decide whether to rebuild the mine or begin mining in a new location. Which of the following best represents the immediate problem that XYZ is facing?
 a) Rebuilding versus relocating
 b) Adherence to mine safety regulations
 c) Likelihood of natural disasters where XYZ operates 
d) Whether the financial impact will affect the next dividend payout 

Short Answers – 30 Marks
1. Describe the characteristics of a venture’s Startup and Rapid Growth Stage and the types of financing with the sources of funding that they would typically use at those stages (4 marks)
















2. Name and describe two Intensive Growth Strategies (2 Marks)









3. What is the key consideration for entrepreneurs during their growth stage? (2 Marks)









4. Describe two negotiation strategies and explain when they are appropriate (2 Marks)






5. Compare positional and principled negotiations (2 Marks)







6. Name and describe two interaction styles (2 Marks)










7. Which production style, mass production or mass customization, is becoming more common, and why? (1 Mark)






8. What are the differences between service and manufacturing businesses and the implications on capacity? (2 Marks)








9. Name and Describe two methods to weave sustainability into operations (2 Marks)








10. What is the objective of recruitment, an alternative to it, and methods to measure the effectiveness of it? (3 Marks)






11. Describe the validation process for selection and the two ways it can be implemented (3 marks) 















12. What is Pay Equity Legislation and what are the implications of it? (2 Marks)









13. Compare Trade / Craft Unions and Industrial Unions (3 Marks)








14. Describe each step of the Union Certification Process (3 Marks)









15. Explain what occurs when there is no agreement during the Collective Bargaining Process (2 Marks)




Short Case – 5 Marks
Should AirAsia Stay the Course?
"More and more students, even in executive education, want to have more current events," Prof. Andreas Schotter explained. In the words of Prof. Schotter, it is easy to "spice things up" in the classroom with AirAsia due to the number of topics it entails. To talk in more detail about some of these ingredients of discussion, Ivey Publishing spoke with Schotter and co-author Prof. Thomas Lawton regarding the spirited Malaysian budget airline. 
The Rise of AirAsia
Time will tell whether AirAsia's rise will have been meteoric or if it will maintain a high level of growth. What is certain is that AirAsia got into the business at the right time. Lawton and Schotter's first case on the company, "The Ascendency of AirAsia,"makes that point clear as it follows AirAsia's path to success.
The company of now chief executive officer Tony Fernandes originally bought AirAsia for the token sum of one ringgit. At that time, the fledgling company was on life-support, having been saddled with around US$11 million in debt.  Yet Fernandes, who Schotter called the "Richard Branson of Asia," worked his magic to turn the company around.
Privatization
Success in international business is dependent on the ability to make shrewd strategic decisions with great agility, and AirAsia demonstrates that. For Lawton, this agility boils down to ownership. While national airlines entrenched in their respective governments might seem to have political and strategic advantages, Lawton was quick to disagree:
"In many emerging economies, the air force often have the final say in the strategy of the national airlines. I've worked with EgyptAir, and others in the past, and that's exactly what happens. Same with Malaysia. That slows down decision making and it tends to also see a kind of passing the buck between the civilian leadership and the military and political leadership."
Withstanding Tragedy
While the aftermath of 9/11 certainly posed a threat to all in the industry, AirAsia had the advantage of a flawless safety record that was uncharacteristic of its locale. That all changed in 2014. Having dealt with three aviation disasters over the past year, Malaysian airlines were left fragile. In the most recent incident, AirAsia flight QZ8501 crashed into the Java Sea while travelling to Singapore from Surabaya, Indonesia. "AirAsia Faces a Major Crisis: The Loss of QZ8501" updates the AirAsia X case for the classroom.
Key to this case is the perception of emerging market firms. Acquiring landing rights for potentially profitable new routes is incredibly difficult for any new firm, let alone one hailing from an area that is the subject of long-held safety concerns and recent disasters. Most Indonesian airlines, for example, are banned from the EU, with Indonesia AirAsia and its sister company Indonesia Air Asia X being notable exceptions.
Dealing with Heavy Flux in the Market
Complicating things for AirAsia is a surge of incumbents in the quickly saturating Asian airline market. Earlier this month,Canadian airline manufacturer Bombardier announced the sale and purchase of 20 CS100 aircraft, with options for an additional 20 of the aircraft, to Fly Mojo Sdn Bhd, the owner of a new Malaysian budget carrier named flymojo. If the deal is completed, the regionally focused carrier will be the first in the area to use the CS100, a single-aisle airplane that seats up to 125 people.
Along with these various threats and weaknesses, AirAsia just reported its first loss in February, 2014. Some might suggest that AirAsia should alter its value proposition. Prof. Lawton, though, disagrees. "The pressure from above, below and sideways has intensified, but AirAsia has scale and a network that will fend off a lot of the challenges it faces. Personally, I don't think they need to or should do too much differently," he argued.

Stay the Course?
No matter how triumphantly a company rises, there will be limits to growth. Following the QZ5001 incident, CEO Fernades did defer some Airbus 320 and 330 plane orders, but concerns remain over to what extent his company's drive for growth is involved with causing the recent tragedies.
Without knowing the full story on the Indonesian side of things, it is remarkably difficult to assign blame. With that being said, though, Prof. Lawton pointed to a pilot shortage in many parts of the world, particularly in markets where salaries are not as high, such as in Indonesia:
"What I would want them to think about is the rate of expansion that they have been undertaking for the last couple of years, which has been very fast, and whether to temper that somewhat in order to maintain its quality controls over hiring, aircraft usage and so on."
Case summary sourced from Ivey Business School publishing’s website. Content is not owned by the creators of this document and is used strictly for educational purposes. 
1. What is the primary problem in this scenario, and what are its implications on the company if it goes unsolved? (2 Marks)







2. List three decision criteria that AirAsia must consider in their decision and explain why each is important to the company’s success. (3 Marks)












Problems – 15 Marks
10 Marks
You have been asked to prepare a cash budget for Pete’s Convenience Store for the months of December to February. A financial crisis occurred recently and the economy is in a recession, he wants to forecast what his cash would look like in the next few months. The following information is available about the company's operations: 
· The cash balance on December 1 is $5 000, the minimum he wants to keep on hand
· The owner arranged for a line of credit to finance any borrowing at an interest rate of 0.75% per month
· The store currently has $6 000 in debt
· Pete’s Convenience Store generated $82 500 in net sales for October and $69 900 for November
· Net Income for the current year is expected to be $325 900
· The business expects $90 000 in net sales for December, $50 000 for January, $65 000 for February and $81 000 for March
· Cost of goods sold is 65% of the net sales
· 50% of all sales are in cash, 30% collected in the month following sale and 20% are collected the second month after the sale. 
· 50% of purchases are paid in cash, and 50% is paid a month later
· Operating Expenses is expected to be constant through all the months, with $5 000 spent for Marketing, $25 000 for Wages, $10 000 for Rent, $1 500 in Depreciation and $2 500 for Miscellaneous Expenses
· Income Taxes are due in February; the tax rate is 15.5%

































Determine the Net Cash Burn for the month of March. If the business is expected to burn at that rate, how long will it be able to survive without extra cash? Assume the line of credit has a $100 000 limit. (5 Marks)









Answers Key
Multiple Choice
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1. 
2. C
3. A
4. C
5. D
6. D
7. B
8. D
9. A
10. A
11. B
12. B
13. C
14. A
15. D
16. B
17. C
18. D
19. A
20. C
21. A

The answers for the remainder of the Mock Exam will be published at a later date.








If you believe there are any errors in the notes, or have any questions, please contact the author through Facebook
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