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Prerequisite:

Financial Management, 53:390:506

Required Text: 

Smith, Janet Kilholm, and Richard L. Smith, 2004, Entrepreneurial Finance, 2nd ed., Danvers, Mass:  John Wiley and Sons, Inc.  ISBN: 0-471-23072-3 
Web Site of Business Plan Archives:

www.businessplanarchive.org  (if access is granted at this time)
Partial List of Other Readings:

R. Michelfelder, 2005, Presentation:  Planning for a Successful Divestiture, The Business Plan, PriceWaterhouseCoopers Conference on Planning for a Successful Divestiture.

R. Michelfelder, 2000, Quantum Consulting’s Business Plan Development Process.

Fentress Seagroves,  2005, Presentation:  Planning for a Divestiture,  PriceWaterhouseCoopers Conference on Planning for a Successful Divestiture.

Scott Shane and Frederic Delmar, 2004, “Planning for the Market: Business Planning before Marketing and the Continuation of Organizing Efforts,” Journal of Business Venturing 19, 767-785.
Colin Mason and Richard Harrison, 2002, “Is It Worth It?  The Rates of Return from Informal Venture Capital Investments,” Journal of Business Venturing 17, 211-236.
Stephen Perry, 2001, “The Relationship between Written Business Plans and the Failure of Small Businesses in the U.S.,” Journal of Small Business Management 39, 201-208. 
John H. Cochrane, 2005, “The Risk and Return to Venture Capital,” Journal of Financial Economics 75, 3-52.
Richard A. Michelfelder and Maureen Morrin, “Overview of New Product Diffusion Sales Forecasting Models,” in Gordon V. Smith and Russell L. Parr, 2005, Intellectual Property: Valuation, Exploitation, and Infringement Damages, Hoboken, NJ: John Wiley & Sons, Inc., 817-827
PriceWaterhouseCoopers / National Venture Capital Association, Investment by Stage of Development Report, 1995 – 2006

PriceWaterhouseCoopers, Global Private Equity Report 2005

You should read the Wall Street Journal every day as a business student.

Selected readings from finance and economic journals, consulting and corporate reports, white papers, newspapers, and other sources will be distributed for reading and forthcoming review in class.    

Course Objective, Description, and Venue: 
Objective: The overall objective of this course is to learn the early-stage business investment process and how to raise investment funds or evaluate investment for an early stage business.      

Description: The focus of this course is financing new and early-stage business ventures and value extraction (cashing out).  It is aimed toward budding entrepreneurs, venture capitalists (VC’s) and VC financiers (the VC’s backer).  It addresses business planning (and doing), raising capital, creating, and extracting value.  Topics include business planning, development of pro forma financial projections and evaluation that VC’s want to see, risk analysis that VC’s like, the venture capital process, the VC-raising “road show,” valuation, due diligence, extracting value, IPOs’s, and risks and returns from venture capital investment vis-à-vis the stock market .  The course will look at venture capital financing from the perspectives of the entrepreneur, the venture capitalist, and the VC financier.  Lastly, the course will address how to go about finding the right VC to address your proposal.    

This is not a typical finance course involving exacting financial analyses and valuations using financial models.  The analyses are based on formal financial models but their applications are very rough compared to corporate finance or investments.  The nature of venture capital investment analyses and valuations are highly ambiguous and the decisions based on very rudimentary formal financial analysis at best.  The course will also include Monte Carlo risk analysis and simulation for understanding and quantifying the risk associated with investment in a new venture. 
Venue: The course will include a combination of lectures, discussions, independent study,  a few case study applications, review of business financings and plans, and a student presentation.

Overall Policy and Grading:

You are responsible for all readings and the completion of all assignments on a timely basis.  Your grade will be determined by one final examinations, and the development and presentation of a new venture business plan and investment proposal.    

Final Examination:
70% 
This exam will be essay in nature and will cover all topics in the course.  

Business Plan and Investment Proposal: 30%
This Plan and Proposal (“Proposal”) will be a complete development of a serious business plan and investment proposal for a start-up business.  This should not be a proposal to invest in a real estate project, unless it is a business and not simply a building with rental income.  That is project financing, not new venture financing.  Proposals of 
that nature are taught in the Real Estate Investment course.  This Proposal will include a complete document and presentation.  This document is to be a serious Proposal for raising equity investment funds.  Please do not attempt to develop this Plan at the “11th hour” as these Proposals take time to develop.  An attempt to do a rush job on a Proposal will be obvious to investors, your peer audience and the professor, and will most likely raise no funds if such is the case.                  
COURSE OUTLINE

TOPICS & PARTIAL READINGS1 ________________________________________

1.  Introduction

Smith and Smith, Chapter 1

Mason and Harrison, 2002
Cochrane, 2005
PWC/NAVF, Investment by Stage of Development, 2005

PWC Global Private Equity Report, 2005

2.  The Business Plan 

Smith and Smith, Chapter 3

R. Michelfelder, 2005 
R. Michelfelder, 2000
Shane and Delmar, 2004

Perry, 2001

3.  Business Legal Structure

Smith and Smith, Chapter 12 
4.  Developing Pro Forma Financial Statements and Projecting Cash Flows and Profits, Assessing Financial Needs 
Smith and Smith, Chapter 6, 7, 15
Michelfelder and Morrin, 2005
5.  Business Valuation, Risk Analysis, the Due Diligence Process for the New Venture
Smith and Smith, Chapters 8, 9, and 10 
6.   Risk Analysis for the New Venture Using Monte Carlo Simulation  

Smith and Smith, Chapters 8, 9, and 10 
Selected Readings on @RISK Software and Monte Carlo Simulation

Practicum with @RISK Software 

7.  Strategies for Harvesting Value:  Initial Public Offering and Other Methods to Extract Value

Seagroves, 2005

Smith and Smith, Chapter 17

_____________________________________________________________________  

1.  Note:  Other assigned readings will be distributed in class are also required readings.
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