THE UNIVERSITY OF MICHIGAN-DEARBORN
College of Business
FINANCE 402 ~ADVANCED CORPORATE FINANCE

INSTRUCTOR: Kelly Cai TERM: Winter 2026
CLASS TIME: MW 11:00 - 1:45 pm ROOM: 161 FCS
OFFICE HOURS: MW 1:45 - 2:30 p.m. or by appointment

OFFICE: 119 FCS

FAX: 313.271.9837

E-MAIL: kcai@umich.edu

COURSE DESCRIPTION:

This course focuses on the study of advanced topics, with particular attention to capital structure
and dividend policy. Additional topics such as hedging, option pricing, agency theory, capital
structure, corporate control, mergers and acquisitions and short-term financial management will
be presented. Global aspects of these topics will be addressed where appropriate.

Prerequisite: Finance 401
FIN 402 COURSE OBJECTIVES:

Finance 402 provides both the content and context unique to financial management. FIN 402
assumes a thorough knowledge of FIN 401 topics and concepts.
The following are the content related objectives specific to the course:

By the end of this course, Finance 402 students will be able to do the following:

1. Solve complex NPV/IRR problems using a financial calculator and/or spreadsheet
(Chapters 9 &10)

2. Solve NPV/IRR problems using scenario, sensitivity and simulation analysis (Chapter

11).

Compute and understand cost of capital (Chapter 14).

4. Explain in your own words the cost of issuing securities and the direct/indirect cost of
going public (Chapter 15).

5. Explain, in your own words, how management decisions related to capital structure and
dividend policy affect firm value (Chapters 16 & 17).

6. Explain, in your own words, the effects of agency conflicts and information asymmetry
on corporate decisions related to obtaining funds and paying out cash (Chapters 16 & 17).

7. Analyze financial statement data and ratios and explain the implications for capital
structure and firm value (Chapter 16).

8. Identify the following as related to short-term financing and planning: operating and cash
cycle, the difference types of short-term financial planning and policy (Chapter 18).

9. Analyze quantitative data related to short-term asset management and describe
alternatives for financing the firm’s investment in short-term assets (Chapter 18).
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10. Identify and explain how firms manage cash and liquidity (Chapter 19).
11. Explain basic futures and forward contracts in their own words and describe corporate

risk management techniques (Chapter 23).

12. Demonstrate understanding of basic option structure and pricing (Chapter 24).
13. Identify option-like aspects of corporate securities and projects (Chapter 24).
14. Analyze types of mergers and acquisitions (Chapter 26).

BBA Global Objectives:

FIN 402 also provides the overarching context through which contemporary issues in business
economics can be explored. Key BBA program learning objectives relative to context that will
be addressed in FIN 402:

Students will demonstrate knowledge of the business discipline.

Students will communicate effectively verbally and in writing.

Students will develop effective interpersonal skills that will enable them to work with
other individuals and within team as either leaders or participants.

Students will demonstrate knowledge how to gather, use, and critically evaluate electronic
and other information.

Students will identify and describe aspects of the business environment that vary across
countries and cultures.

Students will identify an ethical dilemma and apply an ethics model. Students will
demonstrate academic integrity in their coursework.

framework to propose and defend a resolution.

Students will use critical thinking skills to solve real or hypothetical business problems.

TEXT, READING MATERIAL AND CALCULATOR

Required:

Fundamentals of Corporate Finance, 12" or 13™ edition, Ross, Westerfield, & Jordan.
The Wall Street Journal & other assigned articles and readings

Financial Calculator — TI BA 11



POINTS:

Exams (3) 68% total
Exam 1: 22%
Exam 2: 23%
Exam 3: 23%

Group Case 6%
Quizzes (7) 7x3%=21%
Choose from one the following activities:
BMC Certificate 5%
Individual Case 5%

GRADING SCALE:
100% - 94% A ; 93.99% - 90% A-;
89.99% -87% B+; 86.99%-83% B;  82.99%-80% B-;
79.99% -77% C+; 76.99%-73% C; 72.99% - 70% C-;
69.99%-60% D; <60% E

Exams will consist of show-your-work problems, and multiple-choice questions. Students may
bring one 8x11 sheet of notes to each exam (NO EXAMPLES). There is a minimum of 10%
penalty for each numerical example on the note sheet, regardless whether the question is on
the exam or not. Note sheets will be checked at the time you turn in your exam.

There will be three tests. Three class tests are non-cumulative in nature, but may have overlapped
topics.

Make-up or extra work to improve your grade is not possible. Your final grade is
determined solely by the above grading components.

In addition, no special considerations concerning your general academic situation can be
offered. The final grade in this course, once assigned will not be changed except in the
event of a grading error.

Makeup exams will only be allowed for documented emergencies or illness. Students must
inform the instructor of an emergency/illness as soon as possible, preferably before the
exam.

The sharing of calculators is prohibited from all exams. The Department of Accounting and
Finance recommends the Texas Instruments BA 11 Plus calculator, which is sufficient for this
course.

CASES:

Late submissions will be accepted with a 20% per _day penalty. Late submissions (penalty or
not) are NOT accepted 3 days after the due date.



QUIZZES:

The purpose of these on-line multiple choices quizzes is to motivate you to keep up with the
readings as close to the schedule as possible such that you will not get behind and feel
overwhelmed! However, to give you more flexibility, I only provide three due dates which are
consistent with the exam dates.

If you feel ready, you can take the quiz at any time before the due date. But please note that:

e You only have one chance to take the quiz and once the quiz is taken, the grade
will be automatically added to your grade book.

e You need to finish the quiz within 1 hour.

e Quizzes will NOT be available after the due date. No makeup for quizzes.

HOMEWORK PROBLEMS:

Students may ask questions about the assigned homework problems in class. Exam problems
will be similar to problems solved in class and homework problems. However, homework
problems will not be collected. Students are strongly advised to solve homework problems as
practice for the numerical problems on the exams.

PARTICIPATION

Students are expected to attend class and participate in discussions and group work. In-class
participation will be based on the instructor’s assessment of the quality and quantity of
contribution to class discussions. Group participation will be based on the instructor’s
observations of participation during in-class group assignments as well as the quality of group
assignments collected during class. Students may request feedback on their participation grade at
any time during the term.

Instructor or Course Specific Policies:

Generative Al:

GenAl is a type of artificial intelligence model or tool which, given a prompt or query, is capable
of generating new and creative outputs in a variety of media, including text, images, video,
audio, code, or other formats that mimic human creation with varying degrees of success.

Learning how to use Al functions such as U-M GPT and ChatGPT is important for all of us.
Used properly, Generative Al (GEnAlI) can enhance our work. As such, | expect that you will
incorporate these technologies into your work in this class as appropriate, and will treat the work
you produce as demonstration of your abilities to engage with these new tools. We do ask that
you cite the technologies used as part of your submission.

Food Pantry:
The pantry exists to support individuals on their journey as they work toward achieving their
goals. We are committed to increasing access to food as a key to success, by assisting any



student in need! If you need access or have gquestions please contact Dearborn Support by phone
(313-593-5056) or email (DearbornSupport@umich.edu).

University-Wide Policies or Statements Relevant to Courses:

Please see the ‘Course Policies’ Menu on Canvas for information on the following topics. To
find the ‘Course Policies’ Menu on Canvas, log into any course in Canvas, and then on the blue
ribbon on the far left scroll down to ‘Course Policies’ and click on it. This opens a white ribbon
with individual links to UM-Dearborn websites on the following topics:

University Attendance Policy

Academic Integrity Policy

Counseling

Disability and Accessibility Services

Safety Statement

Harassment, Sexual Violence, Bias, and Discrimination


mailto:DearbornSupport@umich.edu

TENTATIVE SCHEDULE**

Date Format | Topics Reading
6/29 Online Introduction to course, Review Chs.5,6,,7,8,9
and13 (Quiz 1 covers
chapters 5, 6,7, 8,9
and 13)
7/1 Online | Cost of Capital Ch. 14
716 Online Project Analysis & Evaluation Ch. 11 (Quiz 2 covers
chapters 11 and14)
7/8 Online Raising Capital Ch. 15
7/13 Online | Capital Structure Ch. 16 (Quiz 3 covers
chapters 15 and 16)
7/15 Online | Due date for Quizzes 1, 2 and 3
Exam 1 (covers Chapters 11, 14, 15, and 16)
7/20 In Dividends & Payout Policy Ch. 17 (Quiz 4 covers
Person chapter 17)
7122 In Short Term Finance & Planning Ch. 18
Person
7127 In Cash & Liquidity Management Ch. 19 (Quiz 5 covers
Person chapters 18 and 19)
7/29 In Risk Management Ch. 23
Person
8/3 In Due date for Quizzes 4 and 5
Person | Exam 2 (covers Chapters 17, 18, and 19)
8/5 In Options & Option-like securities Ch. 24 (Quiz 6 covers
Person chapters 23 and 24)
8/10 In Merger and Acquisition Ch. 26 (Quiz 7 covers
Person chapter 26)
8/12 Review and Catch Up
If you choose to do the BMC Certificate, please
wrap up your courses. The due date is 8/17.
8/17 In Due date for Quizzes 6 and 7
Person | Exam 3 (covers Chapters 23, 24 and 26)

Exam time: 11:30 am -1:00 pm

** This schedule is subject to change.




