CALIFORNIA STATE UNIVERSITY, FULLERTON

MIHAYLO COLLEGE OF BUSINESS AND ECONOMICS

 Department of Finance
Spring 2012
Finance 440-02 (18907): Business Valuation, Mergers and Acquisitions

	Instructor:   Dr. Yi Jiang
	Class Meets: W 7:00-9:45PM, SGMH 1117

	Office Hours: Wednesday 2:00-4:00 PM 
	Phone: (657) 278-4363

	Office:  SGMH 5160
	E-mail: yjiang@fullerton.edu


Prerequisites: The prerequisites for this class are Finance 332 and classified CBE status; and FIN 517 for Graduate students.  If you have not successfully completed the prerequisites or are not of appropriate status, you are unqualified for this class. If you are unqualified, you must drop this class immediately, following the usual procedure. This will allow a qualified student to enroll. All classes are subject to administrative audit at any time during the semester. Any student found to be unqualified will be administratively dropped from this class.  Credit at the graduate level requires additional coursework – see below under ‘Assessment’.

Description:  Business valuation is an essential finance technique.  The course focuses valuation, especially for mergers and acquisitions.  Valuation methods and their application in mergers and acquisitions will be demonstrated.  Students may not receive credit for both Finance 440 and 540.
Course Objective

After completing this course students will be able to

(1)  Understand the fundamental concepts in mergers and acquisitions.

(2) Understand various methods for valuing businesses and apply them to estimate the value of divisions, subsidiaries and companies and make appropriate investment and strategic decisions.

(3) Understand factors that determine a company's need for external financing and decisions on optimal mix of debt and equity financing.

(4) Understand the types of financing that are available in the market, including terms and criteria associated with each type of financing

Required Materials:  
1. Textbook: Valuation for Mergers, Buyouts and Restructuring, Enrique R. Arzac, Wiley Finance 2008.  
2. Select cases from Harvard Business School, Darden Business School and Kellogg School of Management.

3. Access to Titanium and a valid email account 

All class materials, grades, and announcements are going to be posted on Titanium. Lecture notes will be posted well before each class. You are expected to print out those notes and bring them to class every time. 
References:
1. Select Chapters from Mergers, Acquisitions, and Corporate Restructurings (by Patrick Gaughan, John Wiley &Sons, 2010, Fifth edition)
2. Select Chapters from Valuation: Measuring and Managing the Value of Companies  (by Tim Koller, Marc Goedhart, David Wessels,  2010, Fifth edition)
Calculator and Computer Applications:  It is assumed that you will be able to use a financial calculator and PC spreadsheet program as needed for the types of analysis the class will undertake.  The Texas Instruments BAII Plus or Hewlett Packard 10B are examples of inexpensive calculators which will serve this purpose.  Spreadsheets such as Excel and Lotus 123 are available for your use in the computer lab.

Academic Dishonesty:  The Department of Finance requires that students engaging in academic dishonesty receive a grade of F.  In addition, Department policy requires that all individuals engaging in academic dishonesty be reported to the Vice President, Student Affairs. Grades of F assigned for cheating are a PERMANENT PART of your GPA.
Academic dishonesty takes place whenever a student attempts to take credit for work that is not his/her own or violates test-taking rules.  Examples of academic dishonesty during test taking include looking at other students’ work, passing answers among students or using unauthorized notes.  When students sitting next to each other have identical answers, especially the same mistakes, this may indicate academic dishonesty.  Examples of academic dishonesty on out-of-class projects include submitting the work of others or quoting directly from published material without footnoting the source.  If you have any questions about proper use of outside sources, please consult with your professor.

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.
Evaluation Procedure:



1. Midterms (2)



55%



2. Homework (2)



10%

                             3. Class Participation and Attendance              5%

                             4. Final Case Presentation                              15%

                             5. Final Case Report                                       15%
                             TOTAL 

                            100%

1. Midterms

Two midterms will be given (first midterm 30%, second midterm 25%). The midterms will test your understanding of the course material taught during the lectures.

Test Notes:  All tests are open notes (page limits will be one page unless otherwise announced) but closed book.  Only your own HANDWRITTEN notes are acceptable, Xerox copies or notes prepared using a computer are not allowed.  In addition, you may only use your own calculator, sharing while taking a test will not be allowed.

2. Homework:  Problems will be assigned as each chapter is completed and must be turned in when due or no credit will be received.  All end-of-chapter homework problems assigned up to a test are due on test day. Note that this means you hand in two homework sets during the semester. Staple it together IN ORDER and hand it in at the beginning of the period on test day to receive credit for it. Note: Some homework assignments will require spreadsheet analysis. Please print your spreadsheet and attach the printout to your homework report.
3. Class Participation and Attendance  

Class participation grades will be determined on the basis of contributions to class discussions of cases and attendance. Attendance will be taken randomly throughout the semester.
4. Final Case Presentation
Groups of three students will make a 30 minute presentation on a case study incorporating the key principles taught during this course. Grading will be determined based upon quality of content and quality of presentation.
5. Final Case Report

Students will work together in groups of three students to prepare a case report (not to exceed five pages) which are due on the day the case will be presented in class (Final Case Presentation). The case report should include problem identification, core questions to be answered, analysis and recommendations. The case reports will be graded based upon accurate and thorough analyses, quality of decisions and recommendations.

Grading: I will apply a curve if necessary to raise the average grade on every test to at least a C. 
NOTE: PLUS/MINUS GRADING WILL BE USED IN THIS COURSE.
Test Makeups:  There are absolutely no makeup exams.  If you miss one midterm, I will substitute the average of your other exam scores minus a 15% penalty.  If you miss a second midterm you will receive a grade of zero for both tests.

Withdrawal Policy:  The university withdrawal policy as outlined in the Schedule of Classes will be strictly adhered to.  It is your responsibility to familiarize yourself with the deadlines listed in the Schedule.
Grading Scales:
The final grade for the course will is based on a curve of the distribution of the percentage of total points earned (relative scaling).  The instructor reserves the right to normalize the course grade distribution for a reasonable distribution. The plus/minus grading scale will be used by the instructor in the final course grade. Final grades are non-negotiable.

	Letter grade
	GPA
	Suggested Percent range

	A+
	4.0
	100-98%

	A
	4.0
	97.99-94%

	A-
	3.7
	93.99-90%

	B+
	3.3
	89.99-88%

	B
	3.0
	87.99-84%

	B-
	2.7
	83.99-80%

	C+
	2.3
	79.99-78%

	C
	2.0
	77.99-74%

	C-
	1.7
	73.99-70%

	D+
	1.3
	69.99-68%

	D
	1.0
	67.99-64%

	D-
	0.7
	63.99-60%

	                     F
	0.0
	Less than 60%


Tentative Course Outline

Week         Days

      Topic





Reading______

1                1/25
                    Forecasting and Valuation of Free Cash Flows

Ch 2
2                2/1                          Forecasting and Valuation of Free Cash Flows

Ch 2
                  
                    The Equity Premium and the Cost of Capital

Ch 3
3                2/8                          Metrics and Multiples


                             Ch 4
4                2/15
                    Economic Value Added                                                         Ch 5
                    Case: Briggs & Stratton, Inc.(Darden Case Collection UVA-F-1203)

5                2/23
                    Valuation and Changing Capital Structure                        Ch 6
6                2/29                        Debt Capacity for Acquisition Financing                               Ch 7                         



7                3/7
                    MIDTERM I

               


8                3/14                        Valuing Entry and Exit Options


                Ch 8
9                3/21
                    Mergers and Acquisitions
                                             Ch 9
10              3/28
                    Spring Break----NO CALSS


 
11
    4/4
                    Mergers and Acquisitions (continued)
                               Ch 9
12
    4/11                        Deal Making with Difference of Opinion                               Ch 10

                                                  Case: General Electric's Acquisition of Amersham PLC. 

                                                  (Darden Case Collection UVA-F-1458)




  

13
    4/18                        MIDTERM II



                

14
    4/25
                    Acquisitions in Developed and Emerging Markets                 Ch 12
                    Case: Milagrol Ltda. (Darden Case Collection UVA-F-1578)

                    Hand Out Final Case Study



  
15
    5/2                         Leveraged Buyouts                                                                  Ch 13
                                                Case: The Toys "R" Us LBO (Kellogg School of Management Case)
16
    5/9                        Final case presentation

                                             

17               5/16                      Final case presentation_____________________
