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COURSE OBJECTIVES:
1. To reinforce to you how a capitalistic and market system leads responsible executives to make the allocations and financing decisions they do.  The centrality and importance of capital market demands on business to create value will be stressed.
2. To bring to life and have you better understand the financial, analytical and theoretical concepts introduced in Financial Management 1 (Finance 6301), your first course.  I aim to increase the usefulness to you of these concepts in recognizing and creating value.
3. To improve your judgmental skills and to realize that while finance is a discipline with valid theoretical roots, in practice estimates of various parameters are often required.  Thus, there is no escape from some uncertainty and the need for judgment.
4. To encourage you to think through situations which are more unstructured than those previously considered.  You will be asked to size-up situations and decide which financial methodology and/or perspectives are best to use in given situations.  In doing this we will emphasize the financial management of non-financial corporations.
5. To broaden consideration of topics from a strictly financial point of view to include consideration of the strategic and corporate impacts of financial decisions.
In short, my aim in the course is to help you become a better executive.

METHODOLOGY

To achieve the above objectives we will rely heavily on case analysis, class discussion and prior preparation, lecturettes by the instructor in class, occasional group presentations and some written analysis.  Analysis of cases depicting real situations previously faced by financial managers is a very effective way to prepare yourself for increased corporate responsibility.  While there usually is no “right” or “wrong” answer, the discussion and consideration of issues provides a rich environment in which to promote your education and improve your capabilities. You will be encouraged to actively participate in class in order to foster your learning.

Group preparation is also an important part of the course.  Time spent analyzing and talking about cases before class markedly improves the learning.  In certain weeks, you will be required to work together.

In one or two situations, I will make individual assignments which call for your own written work.

MATERIALS
The finance textbook you already possess will serve you well.  The book “Finance for Strategic Decision Making” (Wiley, 2004) (ISBN – 0-7879-6517-0) is also required.  Required cases and any reading will be provided by the Program Office.  Please bring a tool to calculate net present values to class, either a calculator or a computer.  
LIST OF CASES
Globalizing the Cost of Capital and Capital Budgeting at AES – HBS 9-204-109
Arundel Partners: The Sequel Decision – HBS 9-102-072
Investment Opportunities as Real Options: Getting Starting on the Numbers – HBR 98404
MW Petroleum (A) – HBS 9-295-029
The Exxel Group: March 2001 – HBS 9-202-053
Pathfinder Capital – HBS 9-396-067
Nelson Paper Products – HBS 9-294-129
Brazos Partners: The CoMark LBO  - HBS 9-020-090
Hutchison Whampoa: Capital Structure Decision  HBS 99N021

Empirical Chemicals (A) -  UVA case
Radio One, Inc. HBS – 9-201-025
EARLY RELEVANT WORK
1. Case: Clarkson Lumber Company (November 3, 2006)

This case dealt with the need for funds in a growing company financial analysis and strategic choices which involved business growth, financing, risk management and ownership.

2. Case: Radio One (September 8, 2007)

This case emphasizes a framework for corporate valuation involving expected cash flows and required rates of return.  The use of comparable value will also be discussed.

3.  Case: Empirical Chemicals (A) (October 20, 2007)
     The case will allow us to consider measurement of improved value resulting from a proposed project in a multi-divisional company.  Tricky issues such as sales erosion, allocation of corporate overhead costs and choice of criteria by which to judge projects (NPV vs. Earnings) will be considered.  Some important policy choices in capital budgeting will also be taken up.

CLASS SEQUENCING OF FALL TERM:

1. Class 1 – November 2 AM

We will use the Pathfinder Capital case to explore a combination of topics: opportunity identification, valuation, risk and preferred financing sources.  The case has an entrepreneurial setting.

2. Class 2 – November 17 AM
We will take up the Brazos Partners: The CoMark LBO case. It deals with valuation and financing issues.  A private equity firm is arranging the deal.

3. First Individual Assignment – on November 17
This case will be Globalizing the Cost of Capital and Capital Budgeting at AES.  It deals with international capital budgeting issues and the validity of project valuation models. It will be due November 24.
4. Class 3 – November 30 AM
The Hutchison Whampoa: Capital Structure Decision case will allow us to review relevant considerations around the subjects of leverage, use of capital markets, borrowing, and value.

5. Class 4 – December 1 AM
We will consider the Nelson Paper Products case.  We will have the opportunity to 

consider strategic fit of a possible acquisition, the perceived value according to different 

parties, and the capital structure/financing of the acquisition and other items in the firm’s 

capital budget.   

6. Classes 5 and 6 – December 15 AM and PM
We will start with work on the value of real options and how to measure such value.  The first case considered will be Arundel Partners: The Sequel Decision. 
7. The second case will be MW Petroleum (A).  This is a comprehensive valuation case involving discounted cash flows and option pricing.  We will also be using Investment  Opportunities as Real Options: Getting Started on the Numbers.  A short in-class examination will take place this day.
8. Second Individual Assignment – on December 15
My intention is to assign The Exxel Group: March 2001.  It deals with possible sale of an Argentinian grocery chain by a private equity group.  It will be due at year end.
EVALUATION AND GRADES

I will use the following plan:


First Individual Assignment


20%


Second Individual Assignment
                          20%


Class examination


             20%


Class discussion, frequency and content
             40%







100%

Possible component grades include: A, A-, B+, B, B-, C+, C, C- and F.  Your final course grade will not include plus or minus.

ATTENDANCE

Attendance at all classes is expected unless there are compelling reasons. Please let me know if this situation applies to you.

