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Entrepreneurship and Venture Capital Dr. Mishra
ENT 6428 (3 Credits) 207 DeSantis Center
Spring 2010 Phone : 561-297-0251
Thur. 7:10 - 10:00 p.m., BU 102 E-mail : cmishra@fau.edu

Prerequisites: None

Course Description

Course provides an understanding of new venture finance and related issues including due
diligence, valuation, financing, deal structuring, deal sourcing, all within an overall framework
of strategic decision making for value creation. This is an elective course and prerequisites for
this course include admission to the MBA program or admission to any graduate program at
FAU and completion of ENT 6016.

Course Objectives and Student Learning Qutcomes

The course is ptimarily geared to students who may be interested in starting a business, buying
or selling or restructuring an existing one, playing a managerial role in a rapidly growing
business, providing financial and other resources to entrepreneurial businesses, or pursuing
careers in investment banking, venture capital, private equity, commercial banks, money
management, management consulting, or new business development in larger companies.

This course is designed to give each participant an understanding of an investment perspective
for a new venture and related issues including due diligence, startup valuation, financing, deal
structuring, deal sourcing, within an overall framework of strategic decision making for value
creation. The course provides a framework of tools, concepts, and exercises to enable you to
make better investment and financing decisions.

Required Readings

A course packet is available through the Harvard Business School Publishing website at:
hitp:Hharvardbusinessonline ibsp harvard. edu/relay jhtm7name=cp&c=c251 19

Reference Books

Equity Finance: Venture Capital, Byyouts, Restructurings and Reorganizations, Volume 1, 2, and
3, Joseph Bartlett, Panel Publishers

Office Hours
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before and after the class on Wednesday. Please e-mail me for an appointment prior to your
coming from off-campus.




Entreprencurship and Venture Capital Course Syllabus
Dr. Mishra Page 3

Grade Determination

Venture Capital Investment Exercise 60%
In-Class Quizzes and Exercises 20%
Class Participation 20%

Venture Capital Investment Exercise

The exercise is based on abusiness plan assigned to each team to evaluate the risks, prepare a
term sheet, and then make a brief presentation to a panel of venture capitalisis.

Each team delivers an investment memorandum, Each team will be graded on how well the team
identifies the key risk elements with the company, how well the team identifies the specific
milestones whose achievement is critical for the company to be successful, and how well the
team values the company and crafts a term sheet to mitigate the risks and incent the management
to grow the company towards a successful exit.

Each student signs an NDA (Non Disclosure Agreement) to receive thebusiness plan, All
business plans will be collected at the end.

Individual grades will vary according to each member’s contribution to the team effort. Each
student will fill out a peer evaluation form at the end of the course.

In-Class Quizzes and Exercises

Each student is expected to read the case and assigned readings, and adequately prepare the
class preparation questions before coming to each class. Each student is expected to take allin-
class quizzes and exercises, and keep up with the class assignments on a weekly basis.

Academic Integrity

Students at Florida Atlantic University are expected to maintain the highest ethical standards.
Academic dishonesty is considered a serious breach of these ethical standards, because it
interferes with the university mission to provide a high quality education in which no student
enjoys an unfair advantage over any other. Academic dishonesty is also destructive of the
university community, which is grounded in a system of mutual trust and places high value on
personal integrity and individual responsibility. Harsh penaltics are associated with academic
dishonesty. For more information, see University Regulation 4.001,
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Americans with Disabilities Act

In compliance with the Americans with Disabilities Act (ADA), students who require reasonable
accommodations due to a disability to properly execute coursework must register with the Office
for Students with Disabilities (OSD) -- in Boca Raton, SU 133 (561-297-3880); in Davie, LA
240 (954-236-1222); in Jupiter, SR 110 (561-799-8010); or at the Treasure Coast, CO 117 (772-
873-3441) — and follow all OSD procedures.

Class Participation

Each student is responsible for all in-class and e-mail announcements. You must check your FAU
e-mail account regularly.

Effective participation is when a student provides regular and substantive insights into the
problem and its solution while taking into consideration the ideas provided by others.

In assigning class participation grades, the following scale will be used:

0 points Student is absent, unprepared or makes no comments
8 points Student adds minimally to the discussion.
15 points Student makes a significant contribution to the discussion.

20 points Student provides regular and substantive insight
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Tentative Schedule of Sessions

Jan 7

Jan 14
and 21

Jan 21
And 28

Feb4 &
Feb 11

Feb 18
and 25

Additional
Reading:

Case:
Additional
Readings:
Class
Preparation

Questions:

Case:

Readings:

Class
Preparation
Questions;

Case:

Additional
Readings:

Class

Preparation
Questions:

Case:

Additional
Readings:

Introduction and Overview

How Venture Capitalists Evaluate Potential Venture Opportunities

Paint-Pen Inc

—_—

DY —

3.

Note on Valuing Private Businesses
Note on Financial Statements and Ratios

Would you buy this company? Why or why not?
What additional information would you try to get and how?
What is the company worth?

Zipcar; Refining the Business Model

Business Model Analysis for Entreprensurs
The Five Competitive Forces that Shape Strategy

What is the business model, and how has it changed between December’99 and
May'00?

What do the data from actual operations in September say about how the
business model is playing out in practice? Does this data give you comfort or
concern?

What is the strongest argument Chase could make to a potential investor about
the attractiveness of the venture?

Walnut Venture Associates (A)

—

—

Managing Risk and Reward in an Entreprencurial Venture
Milestones for Successful Venture Planning

Why would an entrepreneur seek financing from an angel?

Evaluate the potential investment in RBS from Walnut’s point of view.

As a Walnut investor, what critical issues do you see as requiring more
investigation or due diligence on your part prior to investing, and how would you
accomplish that?

Walnut Venture Associates (D)

1.
2.

Note on Private Equity Securities
Pre-Money/Post-Money Valuation Online Tutorial (HBS product No. 803703)
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Mar 11
And 18

Mar 25

Aprl

Apr8

Apr 15
and 22

Class
Preparation
Questions:

Case:

Additional
Readings:

Class
Preparation
Questions:

Team
Deliverable

PPT
Contents:

Preparation
Guide:

Team
Deliverable

Team
Deliverable

Report
Contents:

Team
Deliverable
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What do you think the investors are frying to accomplish?

. What terms do you find most troubling and why?

3. Assume that in five years RBS is liquidated for $3 million. If the deal proposal in
the term sheet is accepted, who will receive the $3 million? If RBS is liquidated
for $10 million or $30 million in 5 years, who will receive the money?

Do

Walnut Venture Associates {(Contd.)

1. Venture Capital Negotiations: VC vs. Entrepreneur
Note on Valuation of Venture Capital Deals

I.  What would you try to rencgotiate and what might you will be willing to give up
to get what you want?
2. What is a reasonable valuation for RBS in June *987

Business Plan Due Diligence and Research Presentation Due

Market Analysis
Competition
Strategy
Management Team

Ealh o

How well the team understands and critiques each company’s business model
How well the team identifies the key risk elements with the company
How well the team identifies the specific milestones

W

Entrepreneurs Q&A (Tentative)

Due Diligence Questions Due

Investment Memorandum Due

Market Analysis

Competition

Strategy

Management Team Assessment
Due Diligence Questions

Deal Structure

Term Sheet

NoamEwNe

Final Team Presentations
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