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Agency Questions
Part One
1. Why Corporate Finance is Important to all Types of Managers
Corporate finance provides the managers with the ability t select and identify different strategies as well as projects. Also, it allows the managers to be able to forecast the company’s funding requirements for their organization and it also creates the capacity of planning strategies for acquiring the funds (Damodaran, 2015). 
2. Organizational forms that the firm may have as it continues to evolve to a major corporation from a start-up, advantages and downsides of each form. 
Typically, organization start as partnerships or sole proprietorships that are non-incorporated businesses. Business take that form since it is easier and inexpensive to form them. Due to the limitations of the proprietorships as well as partnerships like hardship in capital raising, unlimited inability and liability to have the ownership transferred, they often mature into large corporations. On the contrary, corporations have life that is unlimited. It also allows for an easier form of transferability of limited liability and ownership (Damodaran, 2015). 
3. How Corporations become Public and Keep Growing, what agency problems are and what corporate governance entails
Through an initial public offering, a corporation can go public which allows for any individual to purchase the company shares on the stock exchanges that are open. A company keeps growing through demonstration of an increasing value.  Value refers to a continuous cash flow generation and consistent decrease of the cost of capital. 
Agency problem refers to the plausible form of conflict of interest which could exist between stakeholders and managers. There has to be some measures that prevent the managers from representing the owners (Damodaran, 2015). 
Corporate governance on the other hand refers to a number of rules which control the behavior of the company to its managers, directors, shareholders, workers, customers, creditors, community and competitors (Damodaran, 2015). 
4. Managers’ Primary Objectives: the primary objective of managers is the maximization of stakeholder wealth. Managers should have within their best interest and have the stakeholders in mind in each of the decisions they make on the firm’s behalf. 
a) Do companies have societal responsibilities?
Firms are often held responsible most of the times by the public opinion. They hold ethical and legal responsibility. Whatever may be legal, may as well be good for the business (Shwartz, 2017). 
b) Is stock price bad or good for the community?
The decisions which managers make in a company with efforts to achieve the maximization of the stock price can be either good or bad for the community. An economist could argue that the increase of stock price would result to the nation’s increase in purchasing power and living standards effectively benefiting the society at large (Shwartz, 2017). 
c) Should Firms behave in and ethical Manner?
It should be in the organization’s interest to act ethically. Acting unethically can cause bankruptcy in the global economy in which firms remain answerable to public opinion court. Unethical behavior may as well damage the brand quality of the enterprise (Shwartz, 2017). 

Part Two
1. Agency Relationships and Existence of Aglency Conflicts
There would be no conflicts with the agency. The agency conflicts would typically arise when the firm owner would own lower than 100 percent of the firm’s stock. As you are the only existing worker, and the whole investment is yours, the entire company would belong to you. As the owner, one would presumably be operating the organization maximize the welfare of the company (Damodaran, 2015). The welfare would be measured in form of increased personal wealth more perquisites or more leisure time. 
2. If one expanded and hired new people to assist, would it result to agency issues?
By adding people to help and expanding the startup, it could result to issues to the agency. An agency relationship may exist between the employees and the owner if the employees would be hired to provide services and some authority of decision making to them (Damodaran, 2015). 
3. Suppose additional capital is needed to sell some of the stock to the investors outside,  If enough stocked to control the company is left, what kind of agency conflict could take place?
If one needs more capital so as to expand and as well sell some of the stock to the outside investors, then there is a high chance for agency conflicts to occur. Some of them may include conflicts between stockholders and managers, between stockholders and creditors, as well as conflicts among stakeholders, managers and also creditors (Damodaran, 2015). 
4. Suppose the firm raises some money from some outside lenders, what are the types of agency costs that are likely to occur and how might those lenders mitigate the agency cost. 
In case outside lenders are used to raise funds, subsequent asset switching and leverage increase may take place. Lenders often handle this through charging a high rate level so as to have themselves protected in case the activities of the company create more risk levels. If that is not the case, then the WACC will be increased than being justified by the company’s risk and that will decrease the intrinsic value of the company. Lenders will also mitigate that through writing detailed covenants of debts specifying the kind of actions that the borrower cannot and can make (Damodaran, 2015). 
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