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Organization of the course
	Program
	Bachelor program (financial management)

	Year
	3

	Course status
	Compulsory

	Workload
	45 hours 

	Prerequisites
	Financial Management

	Teaching methods
	Lectures, class discussions, homework, student presentations, case discussions


Course objectives
	This course is devoted to a number of fundamental issues in the field of corporate finance, which are concerned with corporate policies. As a starting point we take the structure of the power in a company, i.e. corporate governance. All the other issues are treated in this fundamental framework. The course includes discussions of IPOs, management compensation, the role of leverage, financing and dividend policies, M&A and corporate restructuring. The course presentation is interactive. Numerous mini-cases are discussed.

The course aims to introduce students in the areas of responsibility of CFO and other senior financial officers. 
.

Key skills developed by students
 The course aims to develop different knowledge, skills and abilities:

Knowledge:

1. Understanding corporate goals and corporate governance concept
2. Understanding agency problem
3. Understanding incentives for various management compensation schemes
4. Measurement of performance 
5. Relation of company's value to corporate policies: theoretical irrelevance theorems and practical issues
6. The role of leverage in capital budgeting, CAPM and WACC
7. Decision to go public and IPO issues
8. Financing and dividend policies
9. The logic of M&A and corporate restructuring
Skills and abilities:

1. Being capable to find appropriate incentives for managers and employees
2. Being able to use arbitrage arguments in irrelevance theorems framework
3. Being able to adjust investment decisions depending on leverage
4. Understanding of corporate restructuring decisions 


Course content and the Plan of classes 

	Topic 1. Introduction to Corporate Governance

	Class 1. 
February 12
6 hours
	Key points for class 1:
· Course objectives and tasks

· Course rules and teaching methods
· Introduction to corporate governance
· Owners value as the corporate goal
Learning outcomes:
·  Understanding the corporate governance concept
Assignments for Class 2:

Reading: [BM7]/[BMA8]/[BMA9], Chapters 2.3, 34 

	Topic 2. Incentives and Measurement of Performance

	Class 2. 
February 19
6 hours
	Key points for class 2:

· Capital investment process
· The role of information
· Analysis of incentives
· Measuring and Rewarding Performance: Residual Income and EVA
· Biases in accounting measures of performance
· Measuring economic profitability
Learning outcomes:
· Understanding agency problem and its relation to performance and valuation
Assignments for Class 3:

Reading: [BM7]/[BMA8], Chapter 12; [BMA9], Chapter 15.

	Topic 3. Corporate Financing and IPO

	Class 3. 
February 26
6 hours
	Key points for Class 3:

· Patterns of Corporate Financing
· IPO
· Decision to go public
· Seasoned offerings
· Corporate bonds
· Open-market loans vs bank monitoring
Learning outcomes:

· Understanding the reasons to go public 
· IPO procedures
· Bond issues
· Bank monitoring
Assignments for Class 4:
Reading: [BM7]/[BMA8], Chapter 14, 15; [BMA9], Chapter 15, 16.
Papers (introductions and conclusions): [Meckling, Jensen, 1976], [Pagano, Roell, 1998; Pagano, Panetta, Zingales, 1998; Brau, Fawcett, 2006], [Thakor, Wilson, 1995]

	Class 4. 
March 5
6 hours
	Key points for Class 4:

· Agency problem: [Meckling, Jensen, 1976]
· Reasons for IPO: [Pagano, Roell, 1998; Pagano, Panetta, Zingales, 1998; Brau, Fawcett, 2006]
· Monitoring: [Thakor, Wilson, 1995] 
Learning outcomes:

· Recognize three types of agency costs 
· Understanding balance of interested parties in IPO
· Understanding bank's monitoring as its main social responsibility against business
Assignments for Class 5:
Reading: Revise all earlier [BM7]/[BMA] material

	Topic 4. Dividend and Debt Policies

	Class 5. 
March 12
6 hours
	Key points for Class 5:

· Payout policies 
· The Modigliani–Miller theorem
· Deviations from leverage irrelevance principle in reality
Learning outcomes:

· Ability to use arbitrage arguments in the MM-theorem framework in the world without taxes
· Understanding the role of taxes and financial distress
Assignments for Class 6:
Reading: [BM7]/[BMA8], Chapters 16–18; [BMA9], Chapters 17–19

	Topic 5. Valuation

	Class 6. 
March 19
6 hours
	Key points for Class 6:

· WACC
· APV
Learning outcomes:

· Knowledge of leverage influences on corporate valuation

Assignments for Class 7:

Reading: [BM7]/[BMA8], Chapters 19; [BMA9], Chapters 20.

	Topic 6. Mergers and Corporate Restructuring

	Class 7. 
March 26
6 hours
	Key points for Class 7:

· Mergers
· LBO
· Bankruptcy 
Learning outcomes:

· Understanding motivation for corporate restructuring
Assignments for Class8:

Reading: [BM7]/[BMA8]/[BMA9], Chapters 32–33

	Class 8. 
April 2
3 hours
	Key points for Class 8:
· Course summary


Office hours for individual consultations
	Consultations are available on Fridays 16.30-18.00 at the office of the Department of Finance and Accounting at Dekabristov per.


Calendar plan of current and final evaluation

	A 5 to 10 minutes paper will be offered at the beginning of each class as a part of cumulative grade for current activities (each paper carries equal weight) 
	

	Pre-exam consultation
	April 2, 14.00

	Exam
	April 13, 10.00

	Final results announcement
	April 16, 13.00


Grading system

1. Home assignments – 10%

2. Current activities – 30%

3. Final written exam – 60%
Any midterm attestation, if needed, will be taken on the base of cumulative grade for current activities + home assignments. 

GSOM students who are on exchange within this semester should take a similar course in their host schools/universities. They are not expected to pass exam for the course at their return.
Teaching Assistant

Mr. Andrew Saltan is a TA for this course who is completely responsible for grading home assignments and current activities. Consult with him concerning your grades. 
E-mail:  saltan@gsom.pu.ru
Home Assignments

Send please your home assignments by e-mail by 9 p.m. on Thursday to both addresses: bukhvalov@gsom.pu.ru and saltan@gsom.pu.ru. 

Late mails are not accepted.
Final exam (2 academic hours) consists of 2 parts:

1. Two quantitative problems (50%)
2. Five essay questions (50%)
The final exam is based on the whole course issues and materials: theory, materials from articles, presentations, and discussions during the course. The course is delivered with this syllabus for the first time, so no previous exams are available. Nevertheless the set of problems and quiz in [BM]/[BMA] gives a good idea of scope and difficulty.

This is open book examination: [BM]/[BMA] is allowed. No electronic communication tools (notebooks, cell phones, etc) are allowed at the examination. Take please ordinary (scientific/financial) calculator.
Required reading

Textbook

[BM7] Brealey R.A. and  S.C. Myers. Principles of Corporate Finance. 7th ed.. McGraw-Hill, 2003..

[BMA8] Brealey R.A., S.C. Myers, and F. Allen. Corporate Finance. 8th ed.. McGraw-Hill, 2006.
[BMA9] Brealey R.A., S.C. Myers, and F. Allen. Principles of Corporate Finance. 9th ed.. McGraw-Hill, 2008.

The required material in [BM] and both [BMA] editions is practically identical. Be careful with numbering of chapters and exercises, which differs. There is Russian translation of [BM] with poor Russian terminology.
Academic Papers (available electronically)
Brau, J.C. and S.E. Fawcett. 2006. Initial Public Offerings: An Analysis of Theory and Practice. Journal of Finance 61 (1): 399–436.

Jensen, M.C. and W.H. Meckling. 1976. The Theory of the Firm: Managerial Behavior, Agency Cost and Ownership Structure. Journal of Financial Economics 3 (4): 305–360.

Pagano, M. and A. Roell. 1998. The Choice of Stock Ownership Structure: Agency Costs, Monitoring and the Decision to Go Public. Quarterly Journal of Economics 113 (1): 187–225.

Pagano, M., F. Panetta and L. Zingales. 1998. Why Do Companies Go Public? An Empirical Analysis. Journal of Finance 53 (1): 27–64.

Thakor, A.V. and P.F. Wilson. 1995. Capital requirements, loan renegotiation and borrower's

choice of financing source. Journal of Banking and Finance 19 (3-4): 693–711. http://apps.olin.wustl.edu/workingpapers/pdf/2006-06-044.pdf
