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BUSINESS FINANCE SERIES EVENT
PARTICIPANT INSTRUCTIONS

PROCEDURES

1.
The event will be presented to you through your reading of these instructions, including the Performance Indicators and Event Situation. You will have up to 10 minutes to review this information to determine how you will handle the role-play situation and demonstrate the performance indicators of this event. During the preparation period, you may make notes to use during the role-play situation.

2.
You will have up to 10 minutes to role-play your situation with a judge (you may have more than one judge).

3.
You will be evaluated on how well you meet the performance indicators of this event.

4.
Turn in all your notes and event materials when you have completed the role-play.

PERFORMANCE INDICATORS 

1. Explain the role of finance in business.  
2. Calculate financial ratios.  
3. Demonstrate connections between company actions and results.  
4. Discuss business ethics for business finance.  
5. Discuss the analysis of a company’s financial situation using its financial statements.  

EVENT SITUATION

You are to assume the role of finance director at Guardian Lock Corp., a large manufacturer of consumer security products. The chairman of the board of directors (judge) has asked for your analysis and recommendation of a stock buyback plan currently under consideration. 
Guardian Lock Corp is a large manufacturer of padlocks, combination locks and other security products, all targeted to a retail consumer market. Founded nearly eighty years ago, Guardian Lock today has over 16,000 employees at plants and offices worldwide. Since 1963 the company has been publicly owned with its shares being traded on a major stock exchange. 
The past decade has not been good for Guardian Lock. With intensified competition coming from China and Mexico, Guardian has seen a steady decline in its revenue and net income. The most recent income statement reported net income of $81 million. The effect on shareholders is a stock price that has shown very little movement, flattening out at $28 - $32 per share. In addition, the company has reduced its annual dividend from 96 cents a share to 24 cents. Current shareholders are not happy and are likely to vent a lot of their anger and disappointment at the annual shareholder meeting in two months.

In an attempt to reduce some of that stockholder anger, the board of directors is considering a stock buyback plan where Guardian would purchase 25% of the 34 million outstanding shares, and hold those shares as Treasury Stock (stock which as been bought back by the issuing company). The stock buyback would please current shareholders since it is estimated that Guardian’s stock price could immediately rise by as much as 30%. In addition, new investors would be more likely to consider buying stock in Guardian Lock Corp because the earnings per share would increase dramatically above the current $2.38, making an investment in the company appear more attractive. Additional investors could potentially drive up the stock price even more. 
The chairman of the Guardian board of directors (judge) has requested a meeting with you to obtain your analysis regarding the impact of the buyback plan currently being considered. Specifically, your presentation is to address the following:
· Explain why the buyback plan would immediately increase Guardian’s stock price. Will Guardian have to pay more or less than current market price to obtain the shares?
· Calculate the new earnings per share after the buyback takes place. What will be the percentage of increase in Guardian’s earnings per share?

· Discuss the ethics of the buyback plan as it pertains to current stockholders, potential new investors and the company.
· State your recommendation on the buyback plan and provide rationale.

You will present to the chairman of the board of directors (judge) in a role-play to take place in one of Guardian’s offices. The chairman (judge) will begin the role-play by greeting you and asking to hear your ideas. After you have presented and have answered the chairman’s (judge’s) questions, the chairman (judge) will conclude the role-play by thanking you for your work.


JUDGE’S INSTRUCTIONS
DIRECTIONS, PROCEDURES AND JUDGE’S ROLE

In preparation for this event, you should review the following information with your event manager and other judges:

1. Procedures

2. Performance Indicators 

3. Event Situation

4. Judge Role-play Characterization

Participants may conduct a slightly different type of meeting and/or discussion with you each time; however, it is important that the information you provide and the questions you ask be uniform for every participant.

5. Judge’s Evaluation Instructions

6. Judge’s Evaluation Form

Please use a critical and consistent eye in rating each participant.

JUDGE ROLE-PLAY CHARACTERIZATION

You are to assume the role of chairman of the board of directors at Guardian Lock Corp., a large manufacturer of consumer security products. You have asked the finance director (participant) for his/her analysis and recommendation of a stock buyback plan currently under consideration. 

Guardian Lock Corp is a large manufacturer of padlocks, combination locks and other security products, all targeted to a retail consumer market. Founded nearly eighty years ago, Guardian Lock today has over 16,000 employees at plants and offices worldwide. Since 1963 the company has been publicly owned with its shares being traded on a major stock exchange. 

The past decade has not been good for Guardian Lock. With intensified competition coming from China and Mexico, Guardian has seen a steady decline in its revenue and net income. The most recent income statement reported net income of $81 million. The effect on shareholders is a stock price that has shown very little movement, flattening out at $28 - $32 per share. In addition, the company has reduced its annual dividend from 96 cents a share to 24 cents. Current shareholders are not happy and are likely to vent a lot of their anger and disappointment at the annual shareholder meeting in two months.

In an attempt to reduce some of that stockholder anger, the board of directors is considering a stock buyback plan where Guardian would purchase 25% of the 34 million outstanding shares, and hold those shares as Treasury Stock (stock which as been bought back by the issuing company). The stock buyback would please current shareholders since it is estimated that Guardian’s stock price could immediately rise by as much as 30%. In addition, new investors would be more likely to consider buying stock in Guardian Lock Corp because the earnings per share would increase dramatically above the current $2.38, making an investment in the company appear more attractive. Additional investors could potentially drive up the stock price even more. 

As chairman of the Guardian board of directors (judge) you have requested a meeting with the finance director (participant) to obtain his/her analysis regarding the impact of the buyback plan currently being considered. Specifically, the presentation must address the following:

· Explain why the buyback plan would immediately increase Guardian’s stock price. Will Guardian have to pay more or less than current market price to obtain the shares?

· Calculate the new earnings per share after the buyback takes place. What will be the percentage of increase in Guardian’s earnings per share?

· Discuss the ethics of the buyback plan as it pertains to current stockholders, potential new investors and the company.

· State your recommendation on the buyback plan and provide rationale.

Calculations:
34,000,000 shares outstanding x 25% = 8,500,000 shares purchased under buyback plan.

34,000,000 shares – 8,500,000 shares = 25,500,000 shares outstanding after buyback.

Earnings per share after buyback:  $81,000,000 net income / 25,500,000 shares = $3.18 EPS
$3.18 new EPS - $2.38 old EPS = $0.80

$0.80 / $2.38 = 33.6% increase in EPS

The finance director (participant) will present to you in a role-play to take place in one of Guardian’s offices. You will begin the role-play by greeting the finance director (participant) and asking to hear about his/her ideas. 

During the course of the role-play you are to ask the following questions of each participant:

1. What is the difference between publicly and privately held corporations?

2. When people refer to corporate dividends being “double taxed,” what does that mean?
Once the finance director (participant) has presented and has answered your questions, you will conclude the role-play by thanking the finance director (participant) for the work.

You are not to make any comments after the event is over except to thank the participant.

JUDGE’S EVALUATION INSTRUCTIONS

Evaluation Form Information

The participants are to be evaluated on their ability to perform the specific performance indicators stated on the cover sheet of this event and restated on the Judge’s Evaluation Form. Although you may see other performance indicators being demonstrated by the participants, those listed in the Performance Indicators section are the critical ones you are measuring for this particular event.

Evaluation Form Interpretation

The evaluation levels listed below and the evaluation rating procedures should be discussed thoroughly with your event chairperson and the other judges to ensure complete and common understanding for judging consistency.

	Level of Evaluation
	Interpretation Level

	
	

	Exceeds Expectations
	Participant demonstrated the performance indicator in an extremely professional manner; greatly exceeds business standards; would rank in the top 10% of business personnel performing this performance indicator.

	
	

	Meets Expectations
	Participant demonstrated the performance indicator in an acceptable and effective manner; meets at least minimal business standards; there would be no need for additional formalized training at this time; would rank in the 70-89th percentile of business personnel performing this performance indicator.

	
	

	Below Expectations
	Participant demonstrated the performance indicator with limited effectiveness; performance generally fell below minimal business standards; additional training would be required to improve knowledge, attitude and/or skills; would rank in the 50-69th percentile of business personnel performing this performance indicator.

	
	

	Little/No Value
	Participant demonstrated the performance indicator with little or no effectiveness; a great deal of formal training would be needed immediately; perhaps this person should seek other employment; would rank in the 0-49th percentile of business personnel performing this performance indicator.


JUDGE’S EVALUATION FORM

BFS-2013
Event 2
DID THE PARTICIPANT:
	1.  Explain the role of finance in business?

	Little/No Value
	Below Expectations
	Meets Expectations
	Exceeds Expectations

	0, 1, 2, 3, 4, 5
	6, 7, 8, 9, 10, 11
	12, 13, 14, 15
	16, 17, 18

	Attempts at explaining the role of finance in business were inadequate or weak.
	Adequately explained the role of finance in business.
	Effectively explained the role of finance in business.
	Very effectively explained the role of finance in business.

	
	
	
	

	2.  Calculate financial ratios?

	Little/No Value
	Below Expectations
	Meets Expectations
	Exceeds Expectations

	0, 1, 2, 3, 4, 5
	6, 7, 8, 9, 10, 11
	12, 13, 14, 15
	16, 17, 18

	Attempts at calculating financial ratios were inadequate or weak.
	Adequately calculated financial ratios.
	Effectively calculated financial ratios.
	Very effectively calculated financial ratios.

	

	3.  Demonstrate connections between company actions and results?

	Little/No Value
	Below Expectations
	Meets Expectations
	Exceeds Expectations

	0, 1, 2, 3, 4, 5
	6, 7, 8, 9, 10, 11
	12, 13, 14, 15
	16, 17, 18

	Attempts at demonstrating connections between company actions and results were weak or incorrect.
	Adequately demonstrated connections between company actions and results.
	Effectively demonstrated connections between company actions and results.
	Very effectively demonstrated connections between company actions and results.

	

	4.  Discuss business ethics for business finance?

	Little/No Value
	Below Expectations
	Meets Expectations
	Exceeds Expectations

	0, 1, 2, 3, 4, 5
	6, 7, 8, 9, 10, 11
	12, 13, 14, 15
	16, 17, 18

	Attempts at discussing business ethics for business finance were inadequate or unclear.
	Adequately discussed business ethics for business finance.
	Effectively discussed business ethics for business finance.
	Very effectively discussed business ethics for business finance.

	

	5. Discuss the analysis of a company’s financial situation using its financial statements?

	Little/No Value
	Below Expectations
	Meets Expectations
	Exceeds Expectations

	0, 1, 2, 3, 4, 5
	6, 7, 8, 9, 10, 11
	12, 13, 14, 15
	16, 17, 18

	Attempts at discussing the analysis of a company’s financial situation using its financial statements were inadequate or weak.
	Adequately discussed the analysis of a company’s financial situation using its financial statements.
	Effectively discussed the analysis of a company’s financial situation using its financial statements.
	Very effectively discussed the analysis of a company’s financial situation using its financial statements.

	

	6. Overall impression and response to the judge’s questions.

	Little/No Value
	Below Expectations
	Meets Expectations
	Exceeds Expectations

	0, 1, 2
	3, 4, 5
	6, 7, 8
	9, 10

	Demonstrated few skills; could not answer the judge’s questions.
	Demonstrated limited ability to link some skills; answered the judge’s questions adequately.
	Demonstrated the specified skills; answered the judge’s questions effectively.
	Demonstrated skills confidently and professionally; answered the judge’s questions very effectively and thoroughly.


Judge’s Initials 

TOTAL SCORE 
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