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SETON HALL UNIVERSITY

STILLMAN SCHOOL OF BUSINESS

BFIN7244 CORPORATE GOVERNANCE

Texts:
Corporate Governance, by Monks and Minnow, Blackwell Publishing, 3d ed.


Smartest Guys in the Room: The Amazing Rise and Scandalous Fall of Enron by McLean and Elkind, Portfolio, 2003

Other:
Check Bb course site regularly to find additional materials assigned.

Day / Time:  Thu: 6:15p to 8:25p
Place:  KH220
Professor:  Richard D. Smith
Office:  KH690

Email:  dicksmith@chubb.com
Office Hours:  Thu, 4:00 to 5:30p
Tel:  908.903.3567 
Fax:  908.903.2222
Professor:  John H. Shannon
Office:  KH651

Email:  shannojh@shu.edu
Tel:  973.761.9516 / Fax:  973.275.2389

URL:  http://pirate.shu.edu/~shannojh/
Office Hours:  Tue / Thu: 4:00 to 5:30pm

COURSE REQUIREMENTS

Overview:  An examination of issues related to corporate governance, including legal; financial and reporting responsibilities; role, duties, responsibilities and liability of directors, officers and management.  A discussion of recent statutory and regulatory developments.

Objectives:  To develop a clear understanding of the complexity of the issues related to corporate governance; to think critically about governance practices.  The ethical implications of each topic will be examined.  It is expected that students will analyze factual presentations and introduce their view of the issues of corporate governance presented during class.  This will include an interactive dialog between students and with the professors or guest lecturers who will be attending the class. The issues to be discussed will be researched in various newspaper and magazine periodicals that appear on the internet.  Consensus will not be a paramount goal but the student will be expected to enunciate, advocate and defend their position on the issues.

Academic Integrity:  As per the Seton Hall University policy:

"All forms of dishonesty, whether by act or omission, including, but not limited to, cheating, plagiarism and knowingly furnishing false information to the University, are prohibited.  Intentional disruption or obstruction of teaching, research or administrative proceedings is prohibited.  University sanctions may extend to suspension and dismissal".

"Work submitted in courses must be the product of the efforts of the student presenting the work and contributions of others to the finished work must be appropriately acknowledged.  The presentation of another's work as one's own is a serious violation of the academic process and is penalized accordingly.  The decision on the appropriate penalty in the first instance is the professors and it may extend to a failing grade for the course".

Preparation:  Students are to be prepared for class each day.  Classes will consist of both lectures and discussions.  All readings are to be completed as assigned.  In order to further enhance communications kills, students will be called upon to discuss topics in class.  Current legal and business news items on the local, national and international level will be discussed in class.  Students must be prepared to discuss the relevance of same to the subject matter.

Class Participation / Discussion Boards / Course Blog:  Class participation is an important component of the course grade.  This component of your grade takes several forms including in-class participation, participation in the discussion boards and blog that will supplement our class discussions.  Discussion boards will be available in Bb and we will use them to expand our discussions beyond the time available in class.  Finally, I maintain a blog for my courses.  I post items of interest that are relevant to the course material.  The materials in the posts will be discussed over the course of the semester.  All students will be responsible for keeping current on the posts and providing comments.  Our goal is to encourage an active discussion between and among all of my students related to the events of the day.
Attendance Policy:  Regular and prompt attendance is mandatory.  A student who is either unprepared and/or has unexcused absences totaling more than two (2) times combined, will receive a final grade reduced by one full letter grade.  If a student is ill, the professor should be notified immediately and when the student returns to class a physician's note is to be submitted.

Team Evaluation: Each student’s performance on the course project will be evaluated twice by his or her teammates during the semester.  These evaluations will take place at approximately the mid-point of the project and after the team’s final presentation.  These evaluations will factor into each student’s final grade and weighted as indicated below.

Office Hours:  Office hours are listed above.  During this time, students are free to stop by our respective offices or to contact us with questions and concerns.  We can also be contacted via the telephone (the number is above or call our secretary).  Any queries via e-mail should be in a professional manner and tone.  We will attempt to respond to all questions/concerns in all of the previous mediums in a timely manner.  If leaving a phone message or e-mail, please leave a number or e-mail address so we can respond to your inquiry.

Course Assignments:  There will be two projects assigned in this course.  One will be a research memo emphasizing individual work and the other will be a team project.  All assignments must be submitted electronically through Bb.  Late assignments are not accepted.

Case Preparation:  Please prepare the cases noted in the syllabus for class discussion.

Research Memo:  Each student will prepare a memo responsive to one of the following questions.  Each memo three to five pages in length, including sources, and must be typed, double-spaced using Times New Roman font, 12 point, and prepared and submitted in MS Word via Bb.

1. Vascular Solutions Inc. is a corporation that hires Ernst & Young as an auditor.  You are a new employee of E&Y assigned to the role of auditor of Vascular.  The audit partner of E&Y assigns no other senior manager to oversee the audit.  The audit is to establish compliance with Sarbanes-Oxley.  Would you accept this assignment or leave?  Give reasons for your action.


2. A Seattle corporation decides to introduce a new set of standards to comply with Sarbanes-Oxley this year.  You are a director of the corporation.  Included in the new rules is a hot line for "whistle blowers", tougher regulations and an ethics code.  It means longer hours and much more work for directors.  Additional compensation would be paid, but you would have to sign on individually to these changes.  Would you continue or resign?  Give reasons.


3. Your corporation enacts a resolution separating the role of Chief Executive and Chairman.  You currently hold both roles, but the resolution is based on "transparency" and regulatory management of your corporation.  Would you remain as a director or not?  Give reasons.

4. Many European countries have not adapted Sarbanes-Oxley's most rigid rules of enforcement.  Does this weaken the statute, now actively enforced in the U.S.?  Give reasons for your answer. 

Team Project:  The team assignment for this course will revolve around a consulting engagement.  Each student in the class will be assigned to a team of three to five students each.  The leadership of each team will be self-selected.  Each team will be retained by the board of directors of a (hypothetical) public, multinational services company to develop a corporate strategy (goals, objectives and plan) addressing all aspects of governance.  The areas to be considered, covered and included are, but may not be limited to:

· Mission Statement

· Values Statement

· Governance principles

· Corporate code of conduct

· Policies relating the board of directors

· Composition, Compensation, Conflict of interest, Evaluation

· Committee structure and responsibilities

· Policies relating to senior management

· Conflict of interest

· Compensation

· Evaluation

· CEO succession

· Policies relating to retention of outside consultants / advisors

· Financial reporting and oversight

· Compliance with legal and regulatory requirements

· Issues related to the multinational nature of the enterprise

The above list is not intended to be comprehensive.  The scope of the engagement will be ultimately determined in consultation with the client and may expand or contract as necessary.  Management and logistics related to the overall engagement will be discussed as necessary beginning with Class 1.

Project Schedule:
· 1/20/05:  Executive Summary:  Industry / Company Proposal submitted to client (maximum one page)


· 1/27/05:  Report Submission:  Proforma Description of Industry / Company submitted to client (Maximum three pages, not including source list)


· 2/3/05:  Executive Summary:  Project Status Update submitted to client (maximum one page)


· 2/17/05: Report Submission:  Draft Strategy Recommendations submitted to client (maximum five to seven pages, not including source list)


· 2/24/05:  Executive Summary:  Project Status Update submitted to client (maximum one page)


· 3/17/05:  Report Submission: Final Strategy Recommendations submitted to client and other teams (maximum ten to twelve pages, with separate source list)


· 3/31/05:  Critique of individual Final Strategy Recommendations submitted to client (maximum two pages)


· 4/14, 21, 28/05:  Presentations: Final Strategy Recommendations with Team Critiques

Grading:  The following percentage points will be assigned to each component of the student's final grade:

	Assignment

	Research Memo
	15%

	Interim Consulting Reports
	15%

	Final Consulting Report
	20%

	Presentation  of Final Consulting Report
	20%

	Class Participation / Discussion Boards / Blog
	15%

	Team Evaluation
	15%

	Total
	100%


	Grade Ranges

	A
	95% - 100%

	A-
	90% - 94%

	B+
	87% - 89%

	B
	83% - 86%

	B-
	80% - 83%

	C+
	77% - 79%

	C
	73% - 76%

	C-
	70% - 72%

	D+
	65% - 69%

	D
	60% - 64%

	F
	< 59%


JANUARY 13, 2005 (1)
Introduction:

· Review of course requirements

· Discussion of Research Memo

· Discussion of course project and schedule

Discussion Topics:

· Video presentation: The Challenger Disaster (No discussion at this class (discuss on February 3)

· Legal Environment: Business Associations Review

· Corporate Organization: Board, Officers, Shareholders, Empowerment of the Board

· Accountability of Directors and Officers: Independent and Inside Directors

· How Sarbanes-Oxley has changed board room procedures

· Transparency and communication

· Foundations of Corporate Governance

· Essential corporate characteristics: Limited liability, Transferability, Decentralization of management

Readings:

· Text: Chapter 1, What Is a Corporation? pps. 1 to 97

· Article:  Goldberg, Beverly, “The Road To Responsible Corporate Governance”, Brown Herron Publishing, 2002 (Bb)
· Article: Burns, Judith, “Everything You Wanted to Know About Corporate Governance . . .”, Wall Street Journal, October 27, 2003 (Bb)
· Article: Wriston, Walter, "A Code of Our Own", Wall Street Journal, January, 16, 2003 (Bb)
· Article:  “For MBAs, Soul-Searching 101 Now, bschools Are Emphasizing Ethics And Responsibility”, Business Week, September 16, 2002 (Bb)
· Article:  “Lessons Learned in BSchool”, New York Times, August 20, 2002 (Bb)
Assignment:
· Discussion Board: Your thoughts on the Course Project (Bb)
JANUARY 20, 2005 (2)
Discussion Topics:

· Video Presentation: Bigger Than Enron, Frontline examines the collapse of Enron and implications for the oversight system designed to protect investors.

Readings:

· Regulation:  Review the Sarbanes-Oxley Act (Bb)
· Case:  Paine, Lynn Sharp and Weber, James, “The Sarbanes-Oxley Act”, Harvard Business School Publishing, July 12, 2004 (Bb)
· Case:  Lorsch, Jay, “SOX-POX?”, Harvard Business School Publishing, July 20, 2004 (Bb)
· Article:  Howell, Joy And Hibbard, Charles, “Navigating the Changed Landscape of Corporate Governance”, Harvard Management Update, 2002 (Bb)

· Article:  “Corporate Reform: The First Year: Boardrooms Under Renovation; Scandals Prompted Changes, But Critics Say More Are Needed To Prevent Another Enron”, Wall Street Journal, July 22, 2003 (Bb)
· Article:  “Sarbanes and Oxley Agree to Disagree”, Wall Street Journal, July 24, 2003 (Bb)
Assignment:

· Executive Summary:  Industry / Company Proposal submitted to client (maximum one page)
JANUARY 27, 2005 (3)
Discussion Topics:

· Regulatory Environment: Sarbanes-Oxley Act

Readings:

· Regulation:  Review the Sarbanes-Oxley Act (Bb)
· Case:  Paine, Lynn Sharp and Weber, James, “The Sarbanes-Oxley Act”, Harvard Business School Publishing, July 12, 2004 (Bb)
· Case:  Lorsch, Jay, “SOX-POX?”, Harvard Business School Publishing, July 20, 2004 (Bb)
· Article:  Howell, Joy And Hibbard, Charles, “Navigating the Changed Landscape of Corporate Governance”, Harvard Management Update, 2002 (Bb)

· Article:  “Corporate Reform: The First Year: Boardrooms Under Renovation; Scandals Prompted Changes, But Critics Say More Are Needed To Prevent Another Enron”, Wall Street Journal, July 22, 2003 (Bb)
· Article:  “Sarbanes and Oxley Agree to Disagree”, Wall Street Journal, July 24, 2003 (Bb)
Assignment:
· Report Submission:  Pro-forma Description of Industry / Company submitted to client (Maximum three pages, not including source list)

FEBRUARY 3, 2005 (4)
Discussion Topics:

· Your thoughts on the Challenger tape

· Issues of accountability

· Whistleblowers and facilitators

· Is "group think" a valid concept?

· Senior officers cope with the development of independent thinking

· Best practices

· Freedom of action in a Sarbanes environment

· "To be ethical is profitable; but to be ethical because it is profitable is not ethical".

· Three problems that the corporation must act on:

· Recognize the importance of a problem and act in a genuine and meaningful way

· Legal and ethical initiatives are cut at a time when they must be supported

· Facilitators can cause problems

Readings:

· Case:  Hamilton, Stewart and Francis, Inna, “The Enron Collapse”, International Institute for Management Development, March 5, 2003 (Bb)
Assignment:

· Executive Summary:  Project Status Update submitted to client (maximum one page)

· Client Consultation: Each team will meet with client to discuss course project status.
· Annual Reports: Review General Electric, IBM, Chubb and AT&T (Bb)
FEBRUARY 10, 2005 (5)
Guest Lecturer:  John Carney, Deputy US Attorney, Department of Justice

Discussion Topics:
· Governance and the Impact of Sarbanes-Oxley

Readings:

· Text: Chapter 2, Shareholders: Ownership, pps. 98 to 194

· Article:  “A Seat at the Corporate Governance Table”, Wall Street Journal, December 17, 2003 (Bb)
· Article:  “Another Scandalous Year”, The Economist, December 18, 2003 (Bb)
· Article:  “European Response”, Best’s Review, Dec '03 (Bb)
· Article:  “Since Enron”, Management Consulting, Dec '03 (Bb)
Assignment:
· Discussion Board: Shareholders: Evolution of Ownership Concepts; Ownership & Control; Shareholders / Stakeholders and Accountability; Institutional Investors (Bb)
· Course Report:  Draft Strategy Recommendations submitted to client (maximum five to seven pages, not including source list) (Bb)
· Team Evaluation: Mid-year team evaluations due (Bb)
FEBRUARY 17, 2005 (6)
Discussion Topics:

· Video Presentation: The Wall Street Fix, Frontline examines the rise and fall of WorldCom, the hottest stock and biggest bankruptcy of the 90s.

Readings: 

· Note:  Paine, Lynn Sharp and Bettcher, Kim Eric, “Corporate Reform in the United States”, Harvard Business School Publishing, October 28, 2004 (Bb)
· Note: “How to Restore the Fiduciary Relationship”, an interview with Eliot Spitzer, Harvard Business Review, May 2004 (Bb)
FEBRUARY 24, 2005 (7)
Discussion Topics:

· Evolution of the Board

· Organization and Structure

· Board Committees

· Role of the Directors
· Board Leadership

· Board / Management Relationship

· Directors: Inside ( Outside ( Independent

· Relationship with employees: moral and morale issues, setting the ethical tone
· Measuring And Evaluating Board Performance
Readings:

· Text: Chapter 3, Directors: Monitoring, pps. 195 to 253

· Case:  Lorsch, Jay W. and Robertson, Ashley C., “Restoring Trust at WorldCom”, Harvard Business School Publishing, November 30, 2004 (Bb)
· Article:  Conger, Jay A., Finegold, David And Lawler III, Edward E., “Appraising Boardroom Performance”, Harvard Business Review, January-February 1998. (Bb)
· Article:  Sonnenfeld, Jeffrey A., “What Makes Great Boards Great?” HBR OnPoint, 2002. (Bb)
· Article: Lublin, Joanne, “Boardrooms Under Renovation; Independence Of Directors Is Elusive Goal”, Wall Street Journal, July 22, 2003 (Bb)
Assignment:
· Research Memo:  Submission of a memo responsive to one of the above questions.  Each memo is three to five pages in length, including sources. (Bb)
· Executive Summary:  Project Status Update submitted to client (maximum one page) (Bb)
· Client Consultation: Each team will meet with client to discus project status.
MARCH 3, 2005: Spring Recess - No Class

MARCH 10, 2005 (9)
Guest Lecturer:  Gerald P. Buccino, Chairman & CEO, Buccino & Associates, Inc.

Discussion Topics:

· Changing role of the Board of Directors when approaching the zone of insolvency
Readings:

· Article: Nadler, David A., “Building Better Boards”, Harvard Business Review, May 2004. (Bb) 

MARCH 17, 2005 (10)
Discussion Topics:

· Board Compensation

· Fiduciary Obligations

· Liability Of The Board
· Expectations: CEO ( Board ( CEO

· Executive Compensation

· Shareholder Relationship
Readings:

· Text:  Chapter 3, Directors: Monitoring, pps. 195 to 253
· Text:  Chapter 4, Management: Performance, pps. 254 to 294
· Article: Montgomery, Cynthia A. and Kaufman, Rhonda, “The Board’s Missing Link”, HBR OnPoint, March 2003. (Bb)

· Article:  Garten, Jeffrey, “Don’t Let CEOs Run The Board Too”, Business Week, November 11, 2002. (Bb)
· Article:  Lorsch, Jay W. and Khurana, Rakesh, “Changing Leaders: The Board’s Role in CEO Succession”, Harvard Business Review, May-June 1999. (Bb)
· Article: Kaplan, Robert S., “Is Your Board Really Delivering Value?”, Strategy & Innovation, March-April 2004. (Bb)
· Article: Jacobs, Peter, “Which Incentives Pay Off Now?”, Harvard Management Update, 2003. (Bb)
· Article:  Fuller, Joseph, “A Letter To The Chief Executive”, HBR OnPoint, 2002. (Bb)
· Article:  “What’s Wrong with Executive Compensation”, Roundtable Moderated By Charles Elson, Harvard Business Review, Jan 2003. (Bb)
Assignment:
· Report Submission: Final Strategy Recommendations submitted to client and other teams (maximum ten to twelve pages, with separate source list) (Bb)
MARCH 24, 2005:  Easter Break - No Class

MARCH 31, 2005 (11)
Guest Lecturer:  Chris Scudilari, Audit Partner, Ernst & Young
Discussion Topics:
· The audit function in the Sarbanes-Oxley environment

· Financial and Reporting Responsibilities:

· Disclosures and Reporting

· Audit Committee of the Board

Assignment:

· Critique of individual Final Strategy Recommendations submitted to client (maximum two pages) (Bb)
APRIL 7, 2005 (12)
Guest Lecturer:  Donald R. Kaplan, Esq., Senior Vice President, MetLife

Discussion Topics:

· Compliance in a changing world of governance

APRIL 14, 21 & 28, 2005 (13, 14, 15)
· Team Presentations: Powerpoints and any other material to be used during presentation must be submitted by 6p on day before presentation (Bb)
· Team Evaluation: Final team evaluations submitted before presentation (Bb)
MAY 5, 2005: Finals
