CALIFORNIA STATE UNIVERSITY, FULLERTON

Steven G. Mihaylo COLLEGE OF BUSINESS AND ECONOMICS

 Department of Finance
Finance 332-04 (16041): Theory of Corporate Finance 
Spring 2012: TuTh 1:00 pm - 2:15 pm in SGMH 2508
	Instructor:   Dr. Vipin Agrawal
	E-mail: vagrawal@fullerton.edu

	Office Hours: TuTh 5:15-6:45 pm; and by appointment 
	Phone: (657) 278-7987

	Office: SGMH 5170
	Fax: (657) 278-2161


Course Objective: There are two intertwining learning objectives of this course: 1) How is a firm valued? and 2) How do managers, who are trying to maximize shareholder value, make capital budgeting, capital structure, and payout policy decisions? 

Course Material: 

Required Materials
1. Textbook. Brigham and Ehrhardt, Financial Management: Theory and Practice, 12th Edition, South-Western Publishers.

2. Financial Calculator. The Texas Instruments BA II Plus is recommended. You are also free to use other calculators like the Hewlett-Packard HP19BII, HP17B, or the HP12C.

3. Blackboard Account. All course related supplements will be posted on blackboard. This includes the PowerPoint slides used in lectures, solutions to end of chapter problems and mini cases, etc. 
Recommended Materials

1. Study Guide to Brigham and Ehrhardt. 

2. The Wall Street Journal.
Prerequisite: FIN 320 and classified CBE status: This course builds upon the tools and principles learned in FIN 320. Classes are subject to administrative audit at anytime during the semester. Any unqualified student will be administratively dropped.

Class Lecture Format: I will discuss the chapters in class instead of presenting them to you. Therefore, you are expected to read the assigned chapters BEFORE class (as well as after, if necessary). This will help you better understand the concepts and example problems that are discussed in class. You should also work out the suggested homework problems (see the course outline in Appendix A for details) after class for problem solving practice. This will help you perform well on the exams. If you feel you need more problem-solving practice for a particular concept, do the remaining end-of-chapter problems. Solutions to all end-of-chapter problems and mini-cases are posted on blackboard.

Grading Policy: Plus/minus grading system will be used in this class (A+, A, A-, B+, B, B-, C+, C, C-, D+, D, D-, and F). Your final grade will be based on a curve and there are no percentages that will guarantee you a particular grade. Also note that if a C is required to pass the course, a C- will count as a failing grade. The weights of the various components used to evaluate students are as follows:

Class Attendance




10%   

Three In-Class Exams 
80% total (Midterms 25% each; Final 30%)


Group Project 




10%

Individual Tasks: In addition to class attendance, you will also be evaluated individually on three in-class exams.
1. Class Attendance. In each class, I will pass out an attendance sheet for you to sign. However, simply signing the attendance sheet does not guarantee that you will get full credit. Any student who shows up but does not pay attention will get a zero for that class. The student may also face further penalties if he/she engages in activities that are disruptive to the class environment (e.g., doing homework for some other class, talking, texting, etc.).
2. In-Class Exams. For a good grade, I would recommend the following steps:
a. Read the required chapters of the textbook and go over the corresponding class lecture notes.

b. Do the suggested homework end-of-chapter problems thoroughly. If you feel you need more problem-solving practice for a particular concept, do remaining end-of-chapter problems or mini- cases. Solutions to all end-of-chapter problems and mini-cases are posted on blackboard.

c. Review the relevant chapters in the Study Guide. It contains many True/False and Multiple Choice problems that are similar to those on exams.  Solutions to all problems are included.  These problems are well worth studying.  The study guide also contains brief summaries of each chapter.  These summaries may help you to construct your own conceptual framework.

d. Go over sample exams, if posted. Make sure that you not only answer the questions but also understand the underlying concept/topic on which the questions are based. This is important since actual exam questions are generally different from sample exam questions.

e. All students must take the exams as scheduled (see Appendix A for dates). If you must miss an exam for some reason, please submit a written request via e-mail and obtain written permission at least one week BEFORE the exam. Exams missed without pre-approval will result in the student being awarded a zero, except in case of unforeseen circumstances such as hospitalization. If such an unfortunate situation does arise, please inform me as soon as possible. Make-up exams are not given; rather the weight of the missed exam will be added to that of the final. In addition, I reserve the right to give a final exam that differs from that given to the students who are taking the regular final exam.

Group Task: You are required to form groups of 4-5 students (preferably 5). Each group will submit the names (and email addresses) of all group members by the end of class in week 4. Any student not part of a group will be assigned to a new or an existing group by the instructor. As a group, you will be required to complete a project which will consist of determining the weighted average cost of capital of a company that I identify. The project will require you to apply the concepts learnt in class to a real life situation and will also help you appreciate and understand some of the complexities faced by a manager of a real firm in making value-maximizing decisions. Proficiency in Excel will be required to complete the project. 
The due date for the project is specified in Appendix A. No requests for delays will be entertained. To prevent free-rider problems, each group member must complete a confidential peer group member evaluation form posted by the instructor on Blackboard. You will use the form to rate each team member’s contribution (excluding your own) to the project. If all members make a reasonable contribution, as determined by the peer evaluations, each will receive the same number of points. However, if a team member has not met his or her responsibilities, as determined by the evaluations, that individual will receive significantly fewer points than the other members. The evaluations must be submitted to me in a sealed envelope at the same time as the project. Any delay in submitting the group member peer evaluation will cost you 30% of your final exam grade.

Course Policies: Please read the following course policies very carefully.
1. Informal Student Feedback: I will ask you to complete an anonymous instructor evaluation. The evaluation is posted on Blackboard and is due the week after Midterm II (see Appendix A for due date). Feedback from you will help me to improve the class which will enhance your learning. 

2. Instructor Availability: I strongly encourage you to come to me with questions, concerns, etc. My office hours are listed on page 1 of this syllabus. If those hours are not suitable please feel free to come by at your convenience (if possible, set up an appointment via e-mail). I am generally available in the afternoons and evenings.
3. Add/Withdraw Policy: Students will be allowed to add/withdraw from this course in accordance with University policy. 
4. Academic Honesty: The Finance Department requires that students engaging in academic dishonesty/plagiarism receive a grade of “F”. They will also be reported to the appropriate authority for possible additional disciplinary action. Academic dishonesty takes place whenever a student attempts to take credit for work that is not his/her own or violates test-taking rules. See http://www.fullerton.edu/senate/PDF/300/UPS300-021.pdf for further details.
5. Emails to Class: All my group email correspondence (sent to the whole class) will be sent via blackboard.
6. Course Outline: The instructor reserves the right to change the course outline in Appendix A at any time during the semester. Please attend class to keep abreast of any changes. If you miss a class, it is your responsibility to obtain the information you missed. 

7. In any e-mail you send me, you need to write your course number and day/time of lecture (e.g., Fin 332: TuTh 1pm-2:15 pm class) and your name at the bottom. If either of the two pieces of information is missing, I will not reply. 
8. Computer Usage: No laptops are allowed in class. You can use the computer on your desk only when specifically asked to do so; the computer must be shut down at all other times. 

9. Grade Appeals:  All grades are assigned after a careful examination of the work submitted.  Any grade disputes for mid-term exams should be submitted in writing to the instructor after 24 hours but within two weeks of receipt of the disputed grade. No adjustments will be made after this two-week period. The final exam and project will not be returned. Students wanting to review their final or appeal their overall semester grade must do so, in writing, during the first two weeks of the following semester.

10. Participation in College Assessment: The main purpose of the degree program at Mihaylo College of Business and Economics (MCBE) at CSU Fullerton is to provide you with the knowledge and skills that prepare you for a successful career in business. In order to assist us in achieving this goal, we will use a number of assessment tools to track your progress throughout the MCBE curriculum. Please expect to participate in MCBE assessment activities in several of your courses while at MCBE. As you do so, you will assist us in identifying our program’s strengths and weaknesses as well as areas for potential improvement. In other words, you are making an important investment in the value of your degree.
11. Other Policies: For university procedures regarding emergencies such as earthquakes, fire, etc., see http://www.fullerton.edu/emergencypreparedness/ep_students.html and for disabled student services, see http://www.fullerton.edu/disabledservices. No audio/video recording is permitted in class. In addition, the instructor reserves the right to drop students from the course who do not show up to class in the first week.

APPENDIX A: Course Outline (Subject to Change)

	Date
	Contents
	Chapters
	Suggested Problems

	1/24, 1/26
	Introduction
	1
	

	1/31, 2/2, 2/7, 2/9, 2/14, & 2/16
	Corporate Risk
	6, 7 (pg. 241-264)
	Chapter 6: ST-1;  6-1, 6-2, 6-5, 6-7, 6-9, 6-10, 6-12, and 6-13
Chapter 7: ST-1, 7-1, 7-4, 7-7, and 7-8.

	2/10
	Review for Fin 320 Concepts (Chapters 2, 5, and 8):  Note this is an extra optional session at 5:30 pm  

	2/21, 2/23
	Cost of Capital
	10
	Chapter 10: ST-1; 10-3, 10-4, 10-8, 10-9, 10-10, 10-12, 10-13, 10-14, 10-15, and 10-17.

	2/24
	Review for Midterm I:  Note this is an extra optional session at 5:30 pm  

	2/28
	In-Class Midterm Exam I: Exam will be based on Chapters 1, 6, 7, and 10 (chapters are subject to change)

	3/6, 3/8
	Estimating WACC of an Actual Company – This is similar to what you are Required to do on your Project

	3/13, 3/15, 3/20, & 3/22 
	Capital Budgeting Decision
	11
	Chapter 11: ST-1; 11-1, 11-2, 11-4, 11-5, 11-6, 11-7, 11-8, 11-9, 11-10, 11-13, 11-16, 11-18, and 11-20 (in all questions, ignore parts pertaining to MIRR – parts pertaining to IRR are however important).

	4/3, 4/5
	Cash Flow Estimation
	12 (pg. 415-440; 444-446)
	Chapter 12: ST-1; 12-1, 12-2, 12-3, 12-4, 12-5, and 12-7.

	4/6
	Review for Midterm II: Note this is an extra optional session at 5:30 pm 

	4/10
	In-Class Midterm Exam II: Exam will be based on Chapters 11 and 12 (chapters are subject to change).

	4/17, 4/19
	Corporate Valuation; Midterm Feedback Due at Start of Class on 4/17
	15 (pg. 517-527)
	Chapter 15:  ST-1; 15-1, 15-2, 15-3, 15-6, 15-7, and 15-10

	4/24, 4/26, 5/1, & 5/3
	Capital Structure Theory
	16, 17 (pg. 606-617; 620-625; 630-632)
	Chapter 16: ST-1; 16-2, 16-3, 16-5, 16-7, 16-9, 16-10, 16-11, and 16-12.
Chapter 17: ST-1; 17-1, 17-2, 17-5, 17-6, and 17-9.

	5/8, 5/10
	Dividend Policy; Peer Evaluations and Project Due at Start of Class on 5/10
	18
	Chapter 18: 18-1, 18-2, 18-9, and 18-10

	5/11
	Review for Final:  Note this is an extra optional session at 5:30 pm

	5/15
	In-Class Final Exam from Noon (12 pm): Exam will be based on Chapters 15, 16, 17, and 18 (chapters are subject to change).
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