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DANIELS COLLEGE OF BUSINESS MISSION STATEMENT

The mission of the Daniels College of Business is to foster Enlightened Practice, Professional Achievement and a Commitment to Community among those engaged in management and the business professions.

As an institution that emphasizes the scholarship of teaching, our mission is achieved through programs that recognize the diversity of a global economy and embrace:

· Knowledge and technical ability

· Interpersonal skills and intercultural understanding

· Ethically based leadership and social responsibility

Our mission is represented through the icon:

[image: image1.png]‘Community Commitment




DEPARTMENTAL MISSION STATEMENT

The Reiman School of Finance provides students with an extraordinary finance education and supports their lifelong professional achievement.  We develop enlightened practitioners who combine knowledge and technical ability with interpersonal skills, a commitment to ethical practice, and a global perspective.

QUARTER/YEAR: Fall, 2008
COURSE NUMBER AND NAME: FINANCE 4420, Capital Expenditure Analysis
PREREQUISITES: The course is open only to MBA and MSF students. The prerequisites for the course is FIN 4630.
	Meeting Time and Place:  

Section 1 (CRN:1899):  Days/time MW 4-6 PM  DCB 130


	Professor:Cook
	Office:  Daniels 571

	Office Hours:   MW, 2:30-4 PM
                        Th, 11-2
	Email: tcook@du.edu
Phone: 303-871-2012


	All students need to follow these expectations:


Daniels College of Business Code of Academic Integrity – http://www.daniels.du.edu/pdf/code_of_academic_integrity.pdf 

University of Denver Honor Code - http://www.du.edu/ccs/honorcode.html 

Official Communications
The standard method of communicating official information from the Daniels College of Business to its students is the University’s electronic mail (e-mail) system. Private e-mail accounts will not be accepted as appropriate e-mail addresses. Students may set up their University e-mail account so that messages are forwarded to another account automatically.  Instructions about forwarding messages are available on the University website at http://www.du.edu/uts/policies/index.html. 
Students with Disabilities
If you have a disability protected under the Americans with Disabilities Act (ADA) and Section 504 of the Rehabilitation Act and need to request accommodations, please speak with me privately and schedule an appointment with the Disability Services Program (DSP).  DSP is located in The Center below the bookstore in Driscoll South – phone 303-871-2455.

	Required Course Materials
Titman and Martin, Valuation: The Art and Science of Corporate Investment Decisions.


Course Description:

This course will show you how managers of large corporations create value for their owners.  The major focus of the course will be on capital investment decisions are made, but several ways to create value, such as the decision to lease or buy an asset and merger decisions will also be examined.

A manager’s ability to create shareholder value through asset acquisitions depends upon having defined appropriate criteria for making accept / reject decisions.  These criteria must, therefore, be firmly grounded in financial theory.  Thus, much of the course will be devoted to an examination of those aspects of the theory of finance relevant to creating value from making asset investment decisions.

Beyond Grey Pinstripes 
Business and Public Policy


What impact does intentionally biasing cash flow estimates for investment projects have on achieving the goal of shareholder wealth maximization?
Business and Society

What is the appropriate response of a firm when it is offered stolen trade secrets?  What actions should firms take when offered stolen property?
Corporate Governance


How are the competing interests of stakeholders to be resolved in capital expenditure decisions and other significant financial transactions?
 Learning Outcomes:

The table below sets out the five course modules and learning outcomes from each module.  The course will stress the construction and development of financial models, not the application of a particular set of prewritten models.  Although we will be using Excel, the principles we develop apply to all spreadsheets such as Lotus 1-2-3 (except for VBA).  Since we learn best when we actively use the subject matter, this course will use a variety of projects and in-class exercises to provide opportunities for you to actually construct and use these financial models.

	Course Module
	Learning Outcome

	1. Capital Investment Analysis
	At the end of this module you will have an understanding of how to evaluate capital investment proposals.  In addition, you will have a understanding of how to deal with any of the complexities that arise in evaluating capital investments.



	2. Introduction to Risk and Return
	At the end of this module you will be able to calculate the expected return and standard deviation for a single investment as well as for a portfolio.  You will be able to calculate a beta for a stock and use the SML to find a required rate of return.



	3. Cost of Capital
	At the end of this module you will be able to calculate a weighted average cost of capital for a firm making domestic and international investments.  You will also be able to calculate a divisional cost of capital using the Pure Play technique.



	4. Real Options Analysis
	After completing this module you will be able to identify real options that are part of a capital project and value the real options using the binomial option pricing model.




In addition, you will be expected to demonstrate your overall knowledge, understanding, and skills by:

Mastery of the course material will be demonstrated by completing the five group projects during the quarter, twelve daily assignments and two quizzes.  Each graded part of the course is weighted as follows:


1. Two exams
300 points


2. Daily Assignments
64 points


Total                        364 points

Team Issues:  Learning to work as a productive, contributing member of a business decision team is one of the most necessary and valuable experiences of the course, and occasionally it is a challenging one.

Teams sometimes develop such serious differences and members question whether the team can continue to function. A team has the option of terminating the membership of an individual with the following stipulations:

1) A minimum two-thirds vote of teammates is required, 2) Instances of unacceptable behavior(s) by the member(s) being terminated must be documented in writing with respect to frequency and nature and provided to both the team member(s) and the Instructor., 3) Written evidence must be presented to the Instructor that the group communicated its dissatisfaction to the member(s) in writing, in a timely fashion and accompanied by a statement of what the group would like the member(s) to do to correct the behavior(s).4) A written warning must be provided to the group member(s) before the final severance from the group, with a copy of the warning provided to the Instructor. The fired team member(s) will own equally, and be entitled to, all data, reports, summaries, and work performed by the team up to the point of termination. If you are fired, you are fired—your Instructor will not intervene. 

Grading: 
Your letter grade for the course will be assigned as follows:


A:  90% or more of the highest total points by an individual


B:  80-89% of highest total points


C:  70-79% of highest total points


D:  60-69% of highest total points


F:  59% or less of highest total points
Cheating on an exam, or other evidence of academic dishonesty, will result in an F in the course and a recommendation of expulsion from the University.

(*Professionalism defined: Professional behavior is expected of all students. This includes preparation for classes, on-time and complete attendance at classes, and appropriate participation in the form of attentiveness and contributions to the course.  Respect for the academic process is the major guiding principle for professional behavior and extends to all communications, including e-mail.  A five point deduction is made for unexcused absences.)
Exams:  
The dates are listed in the class schedule.  If you are in LEP or DSP, and need additional time, please arrange to take the exams in the LEP/DSP offices immediately at the beginning of the quarter.    
Final Exam:  The final exam is given during the scheduled university exam period.  You MUST be present to obtain any points.  The exam will be given at the time and place assigned by the university.

Class Schedule

Fall Quarter/2008
*Indicates major module of course content

	Class No.
	Day/Date
	Topic Covered in Class
	Reading Assignment
	Assignment due on this date – at beginning of class

	
	Fundamentals of Discounted Cash Flow Valuation
	

	1
	9/8
	Introduction to Course
	Chapter 1
	

	2
	9/10
	Forecasting Cash Flows
	Chapter 2, pp 23-46
	

	3
	9/15
	Forecasting Cash Flows 
	Chapter 2, pp 46-63
	Problem 2-4

	4
	9/17
	Project Risk Analysis
	Chapter 3
	Problem 2-7

	5
	9/22
	Weighted Average Cost of Capital
	Chapter 4, 119-139
	Problem 3-9

	6
	9/24
	Weighted Average Cost of Capital
	Chapter 4, 119-139
	Problem 4-3 & Estimating Walmart’s Beta

	7
	9/29
	Weighted Average Cost of Capital
	Chapter 4, pp 139-174
	Problem 4-2

	8
	10/1
	Weighted Average Cost of Capital
	Chapter 4, pp 139-174
	Problem 4-8

	9
	10/6
	Project Weighted Average Cost of Capital
	Chapter 5 and Handout Readings
	Problem 4-6

	10
	10/8
	International Cost of Capital
	Handout Reading
	Problem 4-7 & 
Problem 5-8

	11
	10/13


	International Cost of Capital
	Weighted Average Cost of Capital
	To Be Announced

	12
	10/15
	Mid-Term Exam


	
	

	13
	10/20
	Earnings Dilution, Incentive Compensation and Project Selection
	Chapter 9
	To Be Announced

	
	Fundamentals of Real Option Valuation
	

	14
	10/22
	Futures, Options, and the Valuation of Real Investments
	Chapter 10, 

pp 409-427
	Problem 9-5

	15
	10/27
	Futures, Options, and the Valuation of Real Investments
	Chapter 10, 

pp 427-440

Appendix A
	Problem 10-4

	16
	10/29
	Managerial Flexibility, and Project Selection: Real Options
	Chapter 11, 

pp 453-478
	Problems 10-3, 10-2

	17
	11/3


	Managerial Flexibility, and Project Selection: Real Options
	Chapter 11, 

pp 478-497
	Problems 11-2, 11-1

	18
	11/5


	Strategic Options: Evaluating Strategic Opportunities
	Chapter 12,
pp 507-523
	Problem 11-3

	19
	11/10


	Strategic Options: Evaluating Strategic Opportunities
	Chapter 12,

pp 523-535
	Problem 12-4

	20
	11/12
	Review for Final
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