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CORPORATE FINANCE 
SYLLABUS  

Preface (xxi-xxiv) 

Introduction and Problem—The Enormous Room (3-5) 

Chapter 1—The Corporate Form—Theories & Consequences 
 Introductory text (7-8) 
 Section 1.  The Ownership Model  
  Trustees of Dartmouth College v. Woodward (8-11) 
  Dodd, For Whom Are Corporate Managers Trustees? (11-15) 

Note on Unocal Corp. v. Mesa Petroleum Co., Revlon, Inc. v. MacAndrews & Forbes  
 Holdings, Inc. and Paramount Communications, Inc. v. Time, Inc. (15-17) 
Note on Paramount Communications, Inc. v. QVC Network, Inc. (website) 
American Law Institute, Principles of Corporate Governance:  Analysis and  
 Recommendations (17) 

 Section 2.  Economic Theories:  The Agency/Contract Model (20) 
  Introductory text (17-18) 
  Fama, Agency Problems and the Theory of the Firm (19-24) 
  Easterbrook & Fischel, The Corporate Contract (24-26) 
  O’Mellin, Neither Contract Nor Concession (extract 1) (26-27) 
  Williamson, Corporate Governance (27-29) 
 Section 4.  The Neo-Traditional Response 
  Clark, Agency Costs Versus Fiduciary Duties (29-33) 
  Problems (33) 
 Section 5.  Corporate Form and Corporate Governance:  The Current Debate 
  Bebchuk, The Debate on Contractual Freedom in Corporate Law (33-35) 

Dallas, Two Models of Corporate Governance:  Beyond Berle and Means (35-37) 
O’Melinn, Neither Contract or Concession (extract 2) (37-40) 

 Section 6.  Close Corporations:  A Different Result? 
  Donahue v. Rodd Electrotype Co. (40-43) 
  Mitchell, Close Corporations Reconsidered (43-44) 

Chapter 3—Valuation 
 Introductory text (105-06) 
 Section 1.  Introduction to Valuation (106-110) 
 Section 2.  Risk and Return  
  Introductory text (110) 
  a.  Introduction to Risk and Return (110-12) 
  b.  Return as a Function of Present Value  
   Discussion (110-120) 
   Problems (21) 
  c.  Risk as a Function of Probability (121-27) 
   Risk and Return:  Bionics vs. Burgers (website) 
  Valuation of Debt Securities (351-52) 
  Problem on Valuation and Discounting (website) 
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 Section 3.  Valuation Methods:  Putting Risk and Return to Work  
  Introductory text (131-32) 
  a.  A Brief Introduction to Basic Accounting Principles (128-31) 
   Problem—Smith Drugstores, Part I  
  b.  Valuation Methods 
   (i)  Balance Sheet Based Valuation (132-37) 
   (ii)  Income Statement-Based Valuation  
    Discussion (137-41)) 
    Problem:  Smith Drugstores, Part 2 (141-42) 
   (iii)  Cash Flow Based Valuation (142-40) 
  c.  Capital Budgeting (150-51) 
 Section 4.  Fundamental Valuation in Legal Context Revisited 
  Introductory text (151-52) 
  a.  Valuation in Appraisal Proceedings 
   Introductory text (152) 
   (i) Valuation Methodology  
    (A)  Historical Context (152-63) 
    (B)  Modern Application 
     Introductory text (163) 
    Le Beau v. M.G. Bancorporation, Inc. (163-75) 
   (ii)  Minority and Marketabilty Discounts 
    Problem, Smith Drugstores, Part 3 (175) 
    Cavalier Oil Corp. v. Hartnett (175-78) 
    Pueblo Bancorporation v. Lindoe, Inc. (78-87) 
   (iii)  Synergies and Other Benefits of the Merger  
    Cede & Co. v. Technicolor, Inc. (187-94) 
   (iv)  Exclusivity of Appraisal Rights [skip] 
  b.  Valuation by Agreement [skip] 
  c.  Valuation in other Legal Contexts 
   Introductory text (212) 
   Donahue v. Draper (212-16) 
   Nardini v. Nardini (217-21) 
 Section 5.  Market-Based Valuation 
  a.  Portfolio Theory (222-29) 
  b.  Capital Asset Pricing Model 
   Introductory text (229) 
   Problem—Smith Drugstores, Part V (230-31) 
   Discussion (231-38) 
   Cede & Co. v. Technicolor (239-42) 
  c.  Efficient Capital Market Hypothesis 
   Introductory text (242) 
   Basic, Inc. v. Levinson (242-51) 
   Kaufman v. I–Stat Corp. (258-65) 
  d.  Behavioral Finance (265-75) 
 Problem on Implications of Valuation Theory for Corporate Law (website) 
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Chapter 2—Limited Liability—A Central Problem in Corporate Finance  
 Section 1.  The Basic Conflict Between Creditors and Stockholders (45-51) 
 Section 2.  The Origins and Purposes of Limited Liability  
  Mitchell, Close Corporations Reconsidered (51-55) 
  Halpern, Trebilcock & Turnbull, An Economic Analysis of Limited Liability in  
   Corporate Law (55-57) 
  Easterbrook & Fischel, Limited Liability and the Corporation (58-60) 
  Stone, The Place of Enterprise Liability in the Control of Corporate Conduct (60-62) 
  Problem:  The Poicy of Limited Liability (62) 

Chapter 5—The Rights of Contract Claimants—Part 1:  Holders of Debt Securities 
 Introductory Text (329-30) 
 Section 1.  The Concept and Consequences of Leverage (330-38) 
 Section 2.  The Characteristics of Debt  
  a.  Types and General Attributes (338-41) 
  b.  The Changing Nature of Corproate Debt (341-45) 
 Section 3.  Valuation of Debt Securities (351-52) 
 Section 4.  The Legal Treatment of Debtholders  
  Introductory text (352-=53) 
  a.  Debtholders as Contract Claimants 
   Simons v. Cogan (353-57) 
   Pepper v. Litton (486-92) 
   Pitt & Groskaufmani, A Tale of Two Instruments (358-61) 
  b.  Interpreting the Debt Contract 
   Underwriter (458-59) 
   Rating Agencies (483-86) 
   Introductory text (361) 
   (i)  Key Contract Terms and Protective Provisions (361-69) 
   (ii)  Judicial Interpretation of the Debt Contract 
    Introductory text (369) 
    Sharon Steel Corporation v. The Chase Manhattan Bank, N.A. (369-78) 
    Rudbart v. North Jersey District Water Supply Commission (378-88) 
    Note On Zero Coupon Securities (388-89) 
    Morgan Stanley & Co., Incorporated v. Archer Daniels Midland  
     Company (389-99) 
  c.  Implied Covenant of Good Faith and Fair Dealing  
   Katz v. Oak Industries, Inc. (399-407) 
   Problem:  Coercing Bondholders (407) 
   Metropolitan Life Ins. Co. v. RJR Nabisco, Inc. (337-77) 
   DeMott, The Biggest Deal Ever (407-08) 
   Metropolitan Life Ins. Co. v. RJR Nabisco, Inc. (408-36) 
   Problem—Negotiating and Drafting Event Risk Protection (436)) 
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  cc.  Fraudulent Conveyance 
   Introducuory text (544-45) 
   Uniform Fraudulent Transfer Act (545-46 & website) 
   The Application of Fraudulent Conveyance Statutes to Leveraged Acquistions 
    a.  Introductory Text (550) 
   Problem—The LBO That Failed (550-52) 
   Pay ‘N Pak Stores, Inc. v. Court Square Capital Ltd. (552-54) 
   ProtoComm Corp. v. Novell, Inc. (554-66) 
  d.  The Right to Sue  
   Introductory text (437) 
   (i)  Derivative Suits  
    Hoff v. Sprayregan (437-40) 
    Harff v. Kerkorian (440-46) 
    American Law Institute Principles of Corporate Governance:   
     Analysis and Recommendations (446-48) 
   (ii)  Contractual Limitations  
    Problem:  Standing to Sue (448-49) 
    American Bar Foundation Commentaries on Model Debenture Indenture  
     Provisions (449-50) 
    Simons v. Cogan (450-51) 
    Problem:  The Extra-Contractual Rights of Bondholders (451-52) 
    Rabinowitz v. Kaiser-Frazer Corp. (452-58) 
    Problem—Collective Action by Bondholders (458) 
 Section 5.b.  The Indenture Trustee 
  Introductory text (459-64) 
  Morris v. Cantor (464-68) 
  Broad v. Rockwell International Corp. (468-69) 
  Elliot Assoc. v. J. Henry Schroeder Bank & Trust Co. (469-74) 
  Rabinowitz v. Kaiser-Frazer Corp. (475, 452-58) 
  United States Trust Co. v. First National City Bank (475-78) 
  Harriet & Henderson Yarns, Inc. v. Castle (478-83) 
  Problem—The Duties of the Indenture Trustee (483) 

Chapter 5—The Rights of Contract Claimants—Part 2:  Preferred Stock 
 Introductory text (585) 
 Section 1.  The Characteristics of Preferred Stock  
  Klein & Coffee, Business Organization and Finance (586-89) 
  Problem — Drafting and Negotiating the Preferred Stock Contract (589-90) 
 Section 2.  Dividends and Preferred Stock 
  Gutmann v. Illinois Central R. Co. (591-96) 
  Baron v. Allied Artists Pictures Corp. (596-602) 
 Section 3.  Repurchases, Redemptions, Liquidations and Recapitalizations  
  Problem—Recapitalizing a Distressed Corporation (602) 
  The De Facto Merger Doctrine (602-03) 
  In re Sunstates Corp. Shareholders’ Litigation (603-06) 
  Rauch v. RCA Corp. (606-13) 
  Elliot Associates. L.P. v. Avatex (613-19) 
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 Section 5.  The Extra-Contractual Rights of Preferred Stockholders  
  Problem—Structuring a Merger (619-20) 
  Problem—Valuing Preferred Stock (590-91) 
  Valuation of Debt Securities (351-52) 
  Dalton v. American Investment Co. (620-32) 
  Jedwab v. MGM Grand Hotels, Inc. (632-44) 
  In re FLS Holdings, Inc. Shareholders Litigation (644-51) 
  Mitchell, The Puzzling Paradox of Preferred Stock (651-60) 
  Problem:  Assessing Mitchell’s Solution to the Puzzle (website) 

Chapter 7—The Rights Of Contract Claimants—Part 3:  Convertible Securities 
 Introductory Text (661) 
 Section 1.  Economics of Convertible Securities (661-67) 
 Section 2.  Justifications for convertible Securities (667-71) 
 Section 3.  Obligation of the Corporation to Protect the Conversion Feature 
  Introductory text (671) 
  a.  Fiduciary duties 
   Introductory text (671) 
   Simons v. Cogan (671-72, 353-57) 
  b.Contractual Rights 
   Introductory text (672) 
   Revised Model Simplified Indenture (724-36) 
   (i)  Notice of Redemption 
    Introductory text (672) 
    Van Gemert v. Boeing Co. (672-84) 
   (ii)  Antidilution  
    Introductory text (684) 
    (A)  Stock Splits and Reverse Stock Splits 
     Introductory text (684-86) 
     Reiss v. Financial Performance Corp. (686-92) 
    (B)  “Cheap Stock (692-93) 
    (C)  Distribution of Assets and Evidences of Indebtedness 
     Introductory text (693-94) 
     HB Korenvaes Investments, L.P. v. Marriott Corp. (694-712) 
   (iii)  Antidestruction 
    Introductory text (712) 
    Wood v. Coastal States Gas Corp. (712-23) 
    Problem:  Interpreting the Convertible Debenture Contract (723-24) 
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Chapters 8 & 9—The Rights of Ownership Claimants 
 Discussion (737-38) 
 The Nature of Fiduciary Duty (738-41) 
 Section 1.  The Board’s Decision to Sell the Company 
  Discussion re Smith v. Van Gorkom (839-42) 
  Discussion re Revlon, Inc. v. MacAndrews & Forbes Holdings, Inc. (868-71) 
  Paramount Communications, Inc. v. QVC Network, Inc. (871-85) 
 Section 2.  Transactions with Controlling Stockholders 
  Problem—Freezing—out the Dissenting Shareholder (958-59) 
  Weinberger v. UOP, Inc. (960-71) 
  McMullin v. Beran (website) 
  In re Siliconix Inc. Shareholders Litigation (971-81) 
  Problem:  Parent-Public Subsidiary Stock Merger (website) 
 Section 3.  A Board’s Ability to Adopt Defensive Tactics 
  Introductory text (885-86) 
  a.  General Standard 
   Problem—Repelling the Hostile Tender Offer (886-89) 
   Unocal Corp. v. Mesa Petroleum Co. (889-902) 
   Discussion re Fiduciary Duty and Corporate Democracy (828) 
   Blasius Industries, Inc. v. Atlas Corp. (829-38) 
   Paramount Communications, Inc. v. Time Inc. (903-20) 
  b.  Poison Pills 
   City Capital Assocs. v. Interco Inc. (920-31) 
   Carmody v. Toll Brothers, Inc. (931-35) 
   Quickturn Design Systems, Inc. v. Shapiro (935-36) 
  c.  Deal Protection Measures 
   Discussion (944-45) 
   ACE Limited v. Capital  Re Corp. (945-49) 
   Omnicare, Inc. v. NCS Healthcare, Inc. (949-58) 
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