Class one homework
The No Numbers class – Don’t be discouraged by the apparent length of the assignment. I am giving you detailed instructions to make the introduction to finance as easy as possible. N.B., I will provide you with links and questions for the first few classes. As the course progresses you will be required to find more material on your own and with coming up with more of the questions.

Part 1 – Financial nomenclature and IBM’s Proxy statement

Spend a few minutes looking at the IBM investor relations page. If you wish, email me one or two questions you may have about it.
IBM’s guide to financial statements link
This document is a good glossary. Read it now and keep a copy handy. 

From the IBM new investor packet page below download the 2009 Proxy statement.
Be prepared to answer the following:

1. When and where is the annual meeting?

2. Who nominated the slate of directors listed in the proxy? How many work for IBM? How many are new? How many are executives of other corporations? How much are the directors paid to attend eleven meetings?
3. How many 5% owners of the company are there?
4. What percentage of the proxy is devoted to executive and director compensation? Scan that portion of the proxy.
5. Who has primary responsibility for the preparation of financial statements? What is the recommendation of the audit committee of Board of directors? Who are the auditors, how much were they paid, and for what are they paid?

6. Who is Evelyn Y. Davis?
Scan the items in the FAQ. Read only the ones you find of interest.

Part 2 – Footnotes to the financials and Apple Inc. revenue recognition

We will be using a number of the school’s databases during the course. Factiva is a good source for business news articles. You can find a link to Factiva here. If you need help using it please contact a reference librarian. You want to find and read an article from the 9/24/09 Wall Street Journal titled Investors Should Focus on Apple's Core. The article reports on an accounting change that affects Apple Inc. 
EDGAR is the acronym used by the Securities and Exchange Commission (SEC) for its online database of financial documents. It is a searchable database and contains all the forms companies are required to file with the SEC back to 1994. The main page is here.

Use the search feature to find the documents for Apple Inc.

Download Apple’s 2009 Form 10-K (SEC Form 10-K is the annual report that most public reporting companies file with the U.S. Securities & Exchange Commission. Form 10-K provides a comprehensive overview of the registrant's business. Some companies choose to send their Form 10-K to their shareholders instead of sending a separate annual report).
Today we are principally interested in the NOTES TO CONSOLIDTED FINANCIAL STATEMENTS (commonly called the footnotes) on pages 59-78.
Be prepared to answer the following questions. You may want to refer to Investopedia for some definitions. You will want add Investopedia to your bookmarks as it is a good glossary that you will need occasionally for this course.

1. What does GAAP stand for and what is it?
2. What does FASB stand for and what is it?

3. What does note 1 cover? What are the two sentences that are of interest that are affected by the FASB accounting change?
4. Why are revenues for hardware, software, and services recognized differently?
5. At year-end 2008 how much cash and foreign securities did Apple hold? What was the total increase in cash, cash equivalents and short-term investments for 2008 vs. 2007?
From my bSpace read the Piper Jaffrey analyst report. In your opinion is Piper Jaffrey’s analyst increased target price justified?

Now that you know how to use Factiva, use it to get the key ratios for IBM.
