CALIFORNIA STATE UNIVERSITY, FULLERTON
STEVEN G. MIHAYLO COLLEGE OF BUSINESS AND ECONOMICS
 Department of Finance

Finance 533-03 (20010): Seminar in Financial Administration 
Fall 2011: Thursday 7:00 pm – 9:45 pm in LH-320

	Instructor:   Dr. Vipin Agrawal
	E-mail: vagrawal@fullerton.edu

	Office Hours: TTh 5:15 – 6:30 pm; and by appointment
	Phone: (657) 278-7987 (office)

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



Course Description: The objective of this course is to understand how managers make capital budgeting, capital structure, and payout policy decisions while trying to maximize shareholder value.

Course Material: The required course materials are:
1. Textbook. While any reasonable financial management textbook will suffice, all textbook references in class and in the course syllabus will be to Brigham and Ehrhardt, Financial Management: Theory and Practice, 12th Edition, South-Western Publishers.
2. Harvard Business School Cases/Harvard Business Review Articles. You can access all assigned Harvard Business School cases and Harvard Business Review Readings (see course syllabus for the titles of these cases and readings/articles) from the Fin 533 course area I created on the Harvard Business Online website. To access these materials go to: http://cb.hbsp.harvard.edu/cb/access/10027730. If you have not registered with Harvard Business Online, you will be required to do so. This URL will provide you with a list of required materials for use in this course. If you have any questions or need technical assistance, please contact Harvard Business School Publishing at 1-800-810-8858 or 617-783-7700. They are open 8am-8pm Eastern Standard Time. They can also be reached at techhelp@hbsp.harvard.edu.
3. 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.
4. Blackboard Account. All course related supplements will be posted on blackboard. This includes the PPT slides used in lectures during the term, solutions to end of chapter problems and mini cases, assignment questions, non-HBR articles, etc.
In addition, I would recommend that you regularly read The Wall Street Journal. This will expose you to the decisions made by executives and allow you to see how the theoretical concepts covered in class apply to the real world.

Prerequisite: Finance 517 and classified MCBE status: This course builds upon the tools and principles learned in FIN 517. Classes are subject to administrative audit at anytime during the semester. Any unqualified student will be administratively dropped. 
Class Format: The course will be conducted as a seminar in which you have a great deal of responsibility for your own learning with guidance and input from the instructor. Therefore, you MUST complete all tasks (in addition to your written assignments) assigned by the instructor BEFORE class. Note that, given the course structure, some changes in the course outline provided in Appendix A (including submission deadlines) and/or policies are inevitable. Students remain responsible for being aware of such changes.  Regular and prompt attendance will minimize miscommunication.

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 (and descriptions) for the various components used to evaluate students are provided below:
Class Participation	15%   
Written Assignments (Five) 	85% total (Assignment 1 is 9%; remaining are 19% each) 

1. Class Attendance. Class participation grades will be determined on the basis of individual contributions to class discussions. Although there are no specific rules on how to get a high score in class participation, careful reading of the assigned material made evident by meaningful comments and/or appropriate responses to questions as well as the ability to ask clear, constructive questions will definitely improve your grade. Generally, if your classmates value your contributions to class discussions, you are doing well. Rambling discourses or class domination have not been viewed favorably by fellow students in the class in past semesters. 
A necessary (but not sufficient) requirement for participation is presence. You cannot participate if you are not in class. Twice during each class (once each on either side of the break), I will pass out an attendance sheet for you to sign. Absence from more than two classes (five hours of class time) for reasons other than personal illness, family emergency or other seriously extenuating circumstance will materially affect your class participation grade. Please email the instructor to explain absences. Further, any student who shows up but does not pay attention will get a zero for that class and 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. Written Assignments. You are required to submit five assignments. Each assignment can consist of up to three parts:
a. Theoretical/Conceptual Questions: These questions will test your understanding of the key concepts for each topic. In answering these questions, you may refer to the textbook and non-text readings on the topic (see Appendix A for details) along with the corresponding class slides. The slides will be posted on blackboard and the non-text readings are available either on Blackboard or through Harvard Business Online.
b. Quantitative Questions: These questions will require you to apply concepts covered in class to relatively simple and largely fictitious settings. Before answering these questions, I strongly advise you to work out the problems/concepts covered in class and the end of chapter problems for the corresponding topics in the textbook. The solutions to all end of chapter problems have been posted on Blackboard.
c. Case Analysis: The cases will require you to apply concepts covered in class to more complex, real world settings. Your case analysis should, at the very least, answer the assigned questions. In preparing your case report, you may refer only to class material (your class notes, textbook, non-text readings) and the information provided in the case; you cannot refer to outside sources/the internet for more information. Proficiency in Excel will be required in order to complete several of the cases.
You can submit your written assignments either individually or in a group of no more than three students (you can change your group and/or your decision to go alone from one assignment to another). For each assignment, each group needs to turn in one copy of a written report. Each report must have a cover page (the template you must use for the cover page has been posted on blackboard) and must be double-spaced typewritten pages, with 1" margins and 12 point font. The page limit for each assignment will vary and will be specified in the assignment. This limit does not include the cover page or appendices, which can be used to provide charts, figures, or other background material for your case questions. Do not reproduce charts/figures provided in the case or assigned readings themselves. 
The due date for each assignment is specified in Appendix A. The assignments are due at the beginning of class. No request for delays will be entertained. During the week following the submission of each assignment, each group should schedule a one hour meeting with the professor to discuss their solutions. All members of a group must show up at the meeting; failure to do so will adversely affect your assignment grade.    

Course Policies: Please read the following course policies very carefully.
1. Laptops. You can use your laptop in class on two conditions. First, you must disable your wireless internet connection once class starts (I will check to see if you are following my instructions). Second, you may use the laptop only for tasks related to Fin 533. If you fail to follow these instructions in even one class, I will give you a zero on your entire semester’s class attendance grade.  
2. 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. 
3. E-mail Sent to Instructor. In any email you sent me, you need to write your course number (Fin 533) and your name at the bottom. If either of the two pieces of information is missing, I will not reply. 
4. 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 on all days in the afternoons and evenings.
5. Student Feedback. Over the course of the semester I will ask you to complete one or two anonymous instructor evaluations. Feedback from you will help me to improve the class, which will enhance your learning. 
6. Add/Withdraw Policy. Students will be allowed to add/withdraw from this course in accordance with University policy. 
7. Emails from Instructor. All my group email correspondence (sent to the whole class) will be sent via blackboard.
8. Academic Honesty. The Department of Finance 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. Please see http://www.fullerton.edu/senate/PDF/300/UPS300-021.pdf for further details.
9. Grade Appeals.  All grades are assigned after a careful examination of the work submitted.  Any grade disputes for the written assignments should be submitted in writing to the instructor after 24 hours but within two weeks from the receipt of the disputed grade. No adjustments will be made after this two-week period. The final assignment will not be returned. Students wanting to review their final assignment or appeal their overall semester grade must do so, in writing, during the first two weeks of the following semester. 
10. Recording. No audio/video recording or photography is permitted in class.
11. 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.
12. Other Policies. For university procedures regarding emergencies such as earthquakes, fire, etc., please see http://www.fullerton.edu/emergencypreparedness/ep_students.html and for university disabled student services, please see http://www.fullerton.edu/disabledservices.

APPENDIX A: COURSE OUTLINE (SUBJECT TO CHANGE)
 
The schedule below outlines the topics I will cover on each day of class and the due dates for your written assignments. The textbook chapters refer to chapters in Brigham-Ehrhardt, 12th edition and I expect you to have thoroughly read them before class.


Module I: Introduction and Review of Time Value of Money (August 25 – September 1)
August 25
Discussion of Course, Procedures, and Group Formation
Lecture: Course Introduction

September 1
Reading: Text Chapters 2 (Time Value of Money), 5 (Bond Valuation), and 8 (Stock Valuation)
Lecture: Basic Finance Tools I – Time Value of Money and its Applications (brief review)

Assignment on Module I - Due September 8 
To complete the assignment you will need to refer to: 
· Text Chapters 1, 5, and 8
· William A. Sahlman, “Note on the Financial Perspective: What Should Entrepreneurs Know?,” Harvard Business School, 9-293-045. (Available on the Harvard Business Online Website)


Module II: Risk, Return, and Cost of Capital (September 8 – September 29)
September 8 and September 15
Reading: Text Chapters 6 and 7 (Risk, Return, and CAPM)
Lecture: Basic Finance Tools II – Risk and Return: Modern Portfolio Theory, CAPM, and Multi-factor models

September 22 and September 29
Reading: Text Chapter 10 (WACC)
Lecture: Applications of Risk and Return to Corporate Finance - Estimating the Cost of Capital

Assignment on Module II - Due October 6 
To complete the assignment you will need to refer to:
· Case titled “Cost of Capital at Ameritrade,” Mark Mitchell and Erik Stafford, Harvard Business School, 9-201-046. (Available on the Harvard Business Online Website). Note that a spreadsheet containing the data from the case is also available on the website.
· Text Chapters 6, 7, and 10.
· Jagannathan, R., and Ellen R. McGrattan, 1995, "The CAPM Debate," Federal Reserve Bank of Minneapolis, Quarterly Review, Vol. 19, pp. 2-17. (Available on Blackboard)
· Cochrane, John H., “New Facts in Finance,” 1999, Federal Reserve Bank of Chicago, Economic Perspectives, Vol. 23, pp. 36-58. (Available on Blackboard)
· Graham, J., and Campbell Harvey, 2001, “The Theory and Practice of Corporate Finance: Evidence from the Field,” Journal of Financial Economics, Vol. 60(2), pp. 187-243. (Available on Blackboard)
Module III: Capital Budgeting (October 6 – October 20)
October 6
Reading: Text Chapter 11 (Capital Budgeting Decision) 
Lecture: Capital Budgeting Procedures

October 13 and October 20
Reading: Text Chapter 12 (Cash Flow Estimation)
Lecture: Project Cash Flow Estimation Techniques and Advanced Capital Budgeting Issues

Assignment on Module III - Due November 3 
To complete the assignment you will need to refer to:
· Case titled “St. Joseph’s Hospital,” Ramesh K.S. Rao and Leslie Kwang (Provided by Instructor). This case write-up has been modified by the Instructor. 
· Text Chapters 11 and 12.
· Luehrman, Timothy A., 1997, “What’s it Worth? A General Manager’s Guide to Valuation,” Harvard Business Review, May-June, pp. 131-142. (Available on Harvard Business Online Website)
· Shapiro, Alan, “Corporate Strategy and the Capital Budgeting Decision,” 1993, The New Corporate Finance, Where Theory Meets Practice, Don Chew (ed.), McGraw Hill, Inc.. (Provided by Instructor)
· Graham, J., and Campbell Harvey, 2001, “The Theory and Practice of Corporate Finance: Evidence from the Field,” Journal of Financial Economics, Vol. 60(2), pp. 187-243. (Available on Blackboard) 


Module IV: Real Options (October 27 – November 10)
October 27
Reading: There are two readings:
· Text Chapter 9 (Options)
· Ashwath Damodaran, “The Promise and Peril of Real Options,” Working Paper, New York University. (Available on Blackboard.) The article is 75 pages long but for this class read only the first 25 pages of the article.
Lecture: Option Payoffs and Option Pricing

November 3 and November 10
Reading: There are two readings: 
· Text Chapter 13 (Real Options)
· Ashwath Damodaran, “The Promise and Peril of Real Options,” Working Paper, New York University. (Available on Blackboard.) Read the last 19 pages (pp. 57-75) of the article.
Lecture: Applications of Option Pricing Techniques to Corporate Finance

Assignment on Module IV - Due December 1 
To complete the assignment you will need to refer to:
· Case titled “Arundel Partners: The Sequel Project,” Timothy A. Luehrman and William A. Teichner, Harvard Business School, 9-292-140. To complete this case analysis, you will need to refer to “Capital Projects as Real Options: An Introduction,” Timothy A. Luehrman, Harvard Business School, 9-295-074. (Both available on Harvard Business Online Website)
· Text Chapters 9 and 13.
· Ashwath Damodaran, “The Promise and Peril of Real Options,” Working Paper, New York University, pp. 25-56. (Available on Blackboard)
* Instructor may hold an extra session on Sunday, December 3rd at 5 pm to review this assignment


Module V: Optimal Payout and Capital Structure Policies (November 17 – December 15)
November 17 
Reading: Text Chapter 15 pg. 517-527 (Corporate Valuation)
Lecture: Equity Valuation

December 1
Reading: Text Chapter 18 (Distribution to Shareholders: Dividend and Repurchases)
Lecture: Dividend Policy 

December 8 and 15
Reading: Text Chapters 16 (Capital Structure Decisions: Basics) and 17 pg. 606-617; 620-625; 630-632 (Capital Structure Decisions: Extensions)
Lecture: Capital Structure

Assignment on Module V - Due December 15 
To complete the assignment you will need to refer to:
· Case titled “Massey-Ferguson Ltd. - 1980,” Carliss Y. Baldwin, Scott P. Mason and Jennifer H. Hughes, Harvard Business School, 9-282-043. (Available on the Harvard Business Online Website)
· Case titled “Dividend Policy at Linear Technology,” Malcolm Baker and Allison Wagonfield, Harvard Business School, 9-204-066. (Available on the Harvard Business Online Website)
· Text Chapters 15, 16, 17, and 18.
· Altman, Edward I., 1984, “A Further Empirical Investigation of the Bankruptcy Cost Question,” Journal of Finance, Vol. 39(4), pp. 1067-89. (Available on Blackboard)
· Jensen, Michael C., 1986, “Agency Costs of Free Cash Flow, Corporate Finance, and Takeovers,” American Economic Review, Vol. 76(2), pp. 323-29. (Available on Blackboard)
· Graham, J., and Campbell Harvey, 2001, “The Theory and Practice of Corporate Finance: Evidence from the Field,” Journal of Financial Economics, Vol. 60(2), pp. 187-243. (Available on Blackboard)
· Brav, A., John Graham, Campbell Harvey, and Roni Michaely, 2005, “Payout Policy in the 21st Century,” Journal of Financial Economics, Vol. 77(3), pp. 483-527. (Available on Blackboard)
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