BFIN 2031

Creating Value Through Restructuring


Course Overview

	Course Description
	Building on concepts developed in Valuation, this course examines how and why different types of corporate restructuring affect firm value. The topics include mergers and acquisitions, leveraged buyouts, leveraged recapitalization, takeover defenses, spinoffs, “carveouts,” targeted stock, employee stock ownership plans, internal restructuring of decision rights in firms, and the use of EVA in compensation plans. The course uses both case studies and readings from the applied corporate finance literature.

	Credits
	1.5

	Prerequisite
	BFIN 2030

	Instructor
	Andrew Washburn

	Contact Information
	Telephone:  412-496-8456

Email:  ajwashburn@gmail.com

	Grading
	Class Participation:
40%

Short Paper:

20% (Due at beginning of Class 4)

Final Project/Exam:
40% (Due one week after final class)

	Text
	“Takeovers, Restructuring, and Corporate Governance” (Fourth Edition); Weston, Mitchell, and Mulherin.  
ISBN:    0-13-140737-6

	Cases
	Case/Article Packet (7 Items)

	Other
	All students are expected to comply with Guidelines for Academic Integrity. Additionally, if you have a disability for which you are requesting an accommodation, I encourage you to contact both me and the Office of Disability Resources and Services (216 William Pitt Union) as early as possible in the term. DRS will verify your disability and determine reasonable accommodations for this course.


Syllabus

The following represents a tentative outline of key topics, arranged by class week.  Textbook and case/article readings for the week are to be read/prepared prior to the noted class.

	Week
	Topic
	Text Chapter
	Case/Article

	1
	Overview: Valuation and Corporate Governance

· Review the range of financial options available to management

· Assess the governance and fiduciary obligations of management in exploring financial alternatives

· Role of financial engineering in building firm value and determining business strategies

· Brief review of many alternative valuation approaches
	9
	“M&A Legal Context:  Basic Framework for Corporate Governance” (HBS Case 9-803-200)

	2
	Financial Restructuring and Management’s Incentives

· Management’s incentives to assess and exploit alternatives including acquisitions, divestitures, and LBOs.

· Discuss the theory of agency costs

· Basic restructuring approaches, including divestitures, spinoffs, and tracking shares

· Key financial engineering approaches, including share repurchases

· The unequal costs of debt and equity

· Takeover defenses:  Are they defensible?
	11, 18, 19, 20
	“Eclipse of the Public Corporation” Harvard Business Review, 1989



	3
	Recapitalizations and Leverage

· Role of debt in changing firm value

· Determining the appropriate amount of leverage

· The constructive and destructive power of debt


	13
	“Restructuring of Nova Chemical” (HBS Case 208107)

	Short Paper
	Is Debt a Good Thing?

· Prepare a short (approx. 5 pages exclusive of exhibits) memo to the CEO of Sealed Air describing the financial restructuring alternatives available to the company and your recommendation for action. 

· Due at beginning of Class 4
	
	“Sealed Air Corporation’s Leveraged Recapitalization” (HBS Case 9-294-122)

	4
	Acquisitions and Mergers

· Developing a strategy around acquisitions

· Acquisition planning

· Due diligence and synergy valuation

· Fiduciary obligations and anti-trust issues

· Integration planning

· The sobering statistics about success; and reasons that mergers often fail
	5, 8
	“Radio One, Inc.” (HBS Case 201028)

	5
	Going Private/Final Project Kick-off

· The role of LBOs and MBOs in restructuring

· Advantages and pitfalls of going private

· Valuations perspectives of buyers and sellers

· Role of private equity investors

· Industries that seems like best candidates

· Project kick-off:  Set teams to rescue fictional Rashomon Corporation by one of a menu of restructuring alternatives
	16
	

	6
	Bankruptcy: The Restructuring of Last Resort

· Examine the role of bankruptcy both as a last resort and as a plausible restructuring choice

· Voluntary vs. Involuntary filings

· Bankruptcy as a form of restructuring; pre-packaged filings

· The advantages of Chapter 11 for firm survival

· Debtor-in-Possession financing and ownership options

· Winners and losers
	13
	“Bankruptcy and Restructuring at Marvel Entertainment Group” (HBS Case 298059)

	7/Final Project
	Final Project (no class):  “How do we fix this mess?”

· Teams deliver analysis and recommendations for one of several restructuring options:  Merger, Divestiture, Partial Spin-Off, Liquidation, Bankruptcy, or Management Buy-Out

· Due one week after final class
	
	Instructor-provided background information for fictional company in distress
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