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UNIVERSITY OF DELAWARE Department of Finance



Course Syllabus FINC 312: Intermediate Corporate Finance Fall 2013



Instructor: Dr. Raj Varma Office: 308 Purnell Hall Voice Mail: (302) 831-1786 E-Mail: [email protected] (The best way to reach me is via e-mail; when you do so write this course number ie. FINC 312 in the subject line) Web: www.udel.edu/Finance/varma (Note that this web address is case-sensitive) Office Hours: By appointment only. (Note that office hours by appointment will not be available in exam weeks; instead I will have special office hours during exam weeks. See dates and times for special office hours on the class schedule)



COURSE DESCRIPTION AND OBJECTIVES In this course we will enhance our understanding of the material covered in FINC 311 by examining the effect of long-term decisions made by financial managers on the firm. Specifically, we will uncover material related to the following topics: •



Alternative goals of financial managers in making long-term decisions and the role of boards of directors, CEO compensation and large shareholders in these goals.



•



Investment policy decisions concerned with how a firm should spend its money. Specifically, these decisions are related to investments in capital assets or projects.



•



Financing policy decisions concerned with how a firm should raise money to finance capital assets or projects as well as for other purposes.



•



Corporate control policy decisions (such as takeovers, takeover defenses and corporate restructuring concerned with who is in the best position to ultimately control a firm’s assets.



Throughout the semester, our understanding of the ideas uncovered will be complemented by cases-in-point, expert opinions, and large-sample empirical evidence, all included in the course pack described below.



COURSE MATERIALS The primary course material we will be using is a Course Pack, Version 13, containing my class notes, solutions to assigned text problems, supplementary problems and solutions, and copies of additional readings. Several required readings are missing from the course pack. I will give you copies of these missing readings in class. Also, we will be using a Custom Text, Making Strategic Financial Decisions, Third Edition (ISBN 13: 978-0-697-77395-1), containing select chapters from the following textbooks: Fundamentals of Corporate Finance by Brealey, Myers and Marcus; Corporate Finance by Ross, Westerfield, and Jaffee; and Stocks for the Long Run by Siegel. In addition to this text, you may wish to purchase How Buffett Does It by James Pardoe (McGraw Hill, ISBN 0-07-144912-4), an optional text for the class. Problems related to acquisition of the above materials should be directed to the Textbook Manager at the University Bookstore. I also suggest you consider getting a subscription to the Wall Street Journal. Typically the Journal publishes several news stories and editorials related to issues covered in this course and is an excellent resource for supplementary information of concepts covered in this course. For subscriptions to the Journal at special student rates, go to http://WSJstudent.com and enter my name as the "Referring Professor" on the order form. Please note that the responsibility for obtaining all course materials and information covered in missed classes rests with the student. To get the most from this course and prepare for the exams, all of the above materials are important. In terms of priority you may want to first go over the class notes and the discussion we have in class. A more detailed handout describing how to study for the exams will be provided to you later during the semester.



COURSE REQUIREMENTS Exams Two exams will be given during the semester. Please bring a calculator with you to each exam. Requests for regrades or clarifications on the exams must be made within one week from the date on which the exam grade is provided to the class. Requests for changes in the course grade must be made within one month from the date of the last class for this course. Also, requests for make-up exams for illness or other emergencies must be made prior to the exam. Please note that the content and format of make-up exams is typically different from the regular exam. For example, bonus questions, if any, on the regular exam typically are excluded from make-up exams. Case Analysis Project Sometime early in the semester I will divide the class into teams. Each team will be assigned a series of cases and students in the team will distribute the cases among themselves. Each student will then perform three tasks: (a)



(b) (c)



Participate in an oral team presentation of the investigation to the class. Following the presentation, students in the presenting team will need to respond to queries from students in the questioning team and the rest of the class. Prepare a written report containing more detailed information pertaining to the investigation. Develop questions that the student will pose to an assigned presenting team.



Please note that whereas task (a) is a team task, the other two are individual tasks. Also, following each presentation, all non-presenting students will prepare an evaluation of the presenting team. At the end of the semester, each student will complete a peer evaluation form wherein she/he will evaluate the contribution of the other members of the team in the oral presentation. A more detailed handout describing the above tasks and copies of the necessary evaluation forms will be provided to you later during the semester. Class Participation To facilitate better class discussion, please read the materials for each class session -- as indicated in the class schedule -- before coming to class. This will enable us to spend more time on probing and extending the material. Whereas there is no separate grade for class attendance or participation, students associated with excellent class participation may earn a few bonus points that contribute to an upward adjustment of their grades. Excellent class participation would come from active attendance at the class lectures and from completion of the bonus case assignments given during the semester. Students who are inconsiderate of others through unnecessary talking or other disruptive behavior in the classroom will find their semester grades reflective of such behavior. Use of Laptops and Other Electronic Devices in Class Due to the nature of this course, laptops are not needed during class. None of the assignments for this class require in-class access to the internet or the use of spreadsheets in class. Also, the course pack contains fairly detailed notes of the material we will uncover. So, please do not use your laptops during class. The use of smart phones, blackberries and other similar devices during class is prohibited. Students who use such devices during class will find their semester grades adjusted downwards by one percentage point toward their semester grade for each time I observe a violation of this policy by the student.



GRADING First Exam Second Exam Project



40% 40% 20%



GUIDELINES FOR BONUS ASSIGNMENTS The primary goal of the bonus assignments is to provide you with an additional incentive to keep up with the material as we go along. I believe you will get much more from the course if you stay abreast with the material at the same pace as my coverage of it during class. It is important that the following guidelines be observed regarding bonus points: •



Please type your assignment. Also, keep a copy for yourself. If your assignment is unacceptable, then I will return it to you. However, if I do not return the assignment within 4 weeks, assume that it was acceptable and you received full credit. Please note that the probability is high that an untyped assignment would receive no credit.



•



While the bonus assignment can be as long as you like, it should be a minimum of 250 words (approximately one page).



•



For logistical and other reasons, please do not e-mail the assignment to me. Instead bring a paper copy with you on the due date. If you will not be in class on the date the assignment is due, ask a classmate to give it to me.



•



There are no make-ups for bonus assignments. So, please do not draw unnecessary attention to yourself by approaching me for why you should be given a make-up opportunity.



•



Unless indicated otherwise, always assume that the bonus assignment is due at the beginning of next class.



•



Unless indicated otherwise, assume that the bonus point carries one percentage point toward your semester grade. While this may not seem like much, remember that the break points in the +/- grading system we use at the University of Delaware are very close to each other. Thus, a bonus point assignment could make a difference between, say, a C+ and a B- or a B+ and an A-.



COURSE SCHEDULE--FINC 312 –Fall 2013 The schedule below is indicative of the order in which we will attempt to "uncover" the material. The dates on which the material is discussed may change as the semester unfolds. To get the most from the class and facilitate better class discussion, please read the materials for each class session -- as indicated below-- before coming to class. Note that the readings below pertain to the material in the class notes in your course pack.



Aug 27



Course Orientation



Aug 29



Class Note 1 Goals of the Corporate Firm



Read Section I



Sept 3



Class Note 1 Goals of the Corporate Firm (Bonus Assignment #1 due today)



Read Section II



Sept 5



Class Note 1 Goals of the Corporate Firm



Read Section III



Sept 10



Class Note 1 Goals of the Corporate Firm (Bonus Assignment #2 due today)



Read Section IV



Sept 12



Class Note 1 Goals of the Corporate Firm



Read Section IV



Sept 17



Class Note 2 Investment Policy



Read Sections I and II



Sept 19



Class Note 2 Investment Policy



Read Section III



Sept 24



Class Note 3 Financing Policy



Read Sections I and II



Sept 26



Class Note 3 Financing Policy



Read Sections III A and B



Oct 1



Class Note 3 Financing Policy (Bonus Assignment #3 due today)



Read Sections III C



Oct 3



Class Note 3 Financing Policy



Read Sections III D, E, F, G and Section IV



Oct 8



Class Note 4 Corporate Control Policy



Oct 10



Common Exam #1 from 5:00 to 6:15 on Class Notes 1-3 and all materials cited in these notes. For location of the exam see the section on Fall 2013 Out of Class Exams at www.udel.edu/registrar. Exam is designed to be completed in 75 minutes but I may give some extra time for exam completion. Special office hours today from 2:00 to 4:00



Read Sections I and II



COURSE SCHEDULE--FINC 312 –Fall 2013



Oct 15



Workshop on the Team Project



Oct 17



Class Note 4 Corporate Control Policy Read Section II (I will attempt to provide you with a few minutes in every class until the next exam for short meetings with your team members as well as enable you to ask me questions on your individual cases.)



Oct 22



Class Note 4 Corporate Control Policy Read Section III (As I will be using a fair amount of unfamiliar terminology in today’s class, you may want to read the material on pages 125-128 in your class notes before coming to class. This may enable you to get more from the class and also spend less time with reviewing this material for the next exam.)



Oct 24



Class Note 4 Corporate Control Policy



Read Section III



Oct 29



Class Note 4 Corporate Control Policy



Read Section IV



Oct 31



Class Note 4 Corporate Control Policy



Read Section IV



(Last day for to ask me questions related to the cases you are analyzing for your team projects) Nov 5



Workshop on the Team Project



Nov 7



Common Exam #2 from 5:00 to 6:15 on Class Note 4 and all materials cited in this note. For location of the exam see the section on Fall 2013 Out of Class Exams at www.udel.edu/registrar. Exam is designed to be completed in 75 minutes but I may give some extra time for exam completion. Special office hours today from 2:00 to 4:00



Nov 12 to Dec 3



Team Presentations. I will provide you with a list of when each presentation will take place later during the semester. Peer evaluations due in class immediately after the last presentation Written Reports due in class immediately after the last presentation



FINC 312 Student Profile (Please do not e-mail this profile to me; just bring a paper copy to class and give it to me no later than 9/3/2013) Circle your section: 11:00



2:00



3:30



Are you taking this class for honors credit?



Yes



No



Name Phone Number E-mail address What is your undergraduate major? Have you taken FINC 311, the prerequisite to this class and if so who was your instructor for this class?



What other finance courses have you taken so far (besides FINC 311)?



What other courses are you taking this semester?



If you are working part-time or full-time, can you let me know where you are working and what kind of work do you do?



Would you like to be the coordinator for your team? [The primary role of the coordinator is to serve as a leader for one of the team presentations.] Are there any students in this class with whom you would prefer to work on your team project? (Students taking this class for honors credit should restrict their preferences to other students also taking this class for honors credit)
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