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in the next few weeks, we will start to look at the mechanics of corporate finance and how the
principles of corporate finance are implemented in practice. we will look at the relationship between

a firm and its owners and managers. if the firm is privately held, what is the process for the
ownership of the firm? who is the owner? does the owner have control? in a publicly traded firm, who
is the owner? who owns what? if we can talk about owners and their relationship to the firm, then we

can talk about the next key group, managers. what are managers? how do they relate to
shareholders and debt holders? what is the relationship between the firm and its managers? how do
managers behave? these are questions that we need to answer if we are going to understand how
the firm works. why do we care about the capital structure? because it determines the amount of

capital a firm can have. capital is a form of financial assets. if a firm can issue more debt than equity,
then it can have more capital. the capital structure determines a firm's financial strength. the capital
structure also determines what liabilities it has. the liabilities of a firm are the promises it has made.
when a firm defaults, it does so because it runs out of capital. i would like to begin by restating the
fundamental corporate finance law, which is that the company is a legal entity. as a legal entity, it
has a few obligations that should not be ignored: it needs to pay dividends, it needs to pay taxes, it

needs to honor contracts and it needs to act in a manner that is consistent with its long-term
prospects. there are also a bunch of obligations that it does not have and it is important to

understand what they are: its obligations to employees, suppliers and creditors. since the firm is a
legal entity, the managers of the firm may have fiduciary duties to the owners of the firm, which are
owed to the shareholders. while shareholders do not have the right to vote, they do have the right to
receive dividends. of course, if the company is delisted from the exchange, that right is lost and the
shareholders have no recourse. in addition, the managers have fiduciary duties to the creditors, who

have the right to demand that the company pay its debts. finally, the managers owe a duty to the
employees, who have the right to demand a fair day's pay for a fair day's work. as a result, we have
a set of relationships that we need to think about: shareholders who are creditors, creditors who are
equity holders, employees who are creditors and managers who have fiduciary duties to creditors,

equity holders and employees.
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Streamlined discussion of accounting concepts with extensive use of review problems to help
students understand the key financial statements. Updated analysis and presentation of modern
financial valuation theory and techniques Reorganized discussion of early-stage financings and

venture capital fundraising strategies. Expanded discussion of debt financing, leveraged buyouts,
and bond contract negotiations. Additional cases and materials, including the Dell appraisal litigation
dispute, the Windstream manufactured bankruptcy transaction, the Lyft IPO, and many other notable

recent transactions in corporate finance In the Great Recession of 2007-2009, banks and other
financial intermediaries have been criticized for acting irresponsibly while also being blamed for

creating the crisis. The wave of bailouts has precipitated a greater focus on fundamental principles
of corporate finance, especially the tradeoff between risk and return. In contrast to previous courses,
coverage of the learning objectives is aligned with that of the Principles of Corporate Finance course
(2001). However, the case studies are more sophisticated. For example, the case on the euro zone

crisis engages students in the technical analysis of accounting models and the use of economic
theory to understand financial crises. This course introduces the basic principles of corporate

finance. The main focus is on fundamental principles such as time value of money, asset valuation,
and risk and return tradeoff. Topics to be covered also include cost of capital, capital budgeting, and

capital structure. 5ec8ef588b
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