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Course Overview and An Example of Security Design

Case:

CALIFORNIA FEDERAL BANK, F.S.B.  (UVA-F-1144)

1. What are the motivations of CalFed managers to find a mechanism to decouple the value of the contingent asset created by the lawsuit from the bank's stock?

2. Assuming CalFed proceeds with the Participation Interests, why and under what conditions would it be expected to produce an increase in shareholder value?   

3. What are the risks and costs of pursuing the issue of Participation Interests?

4. Should management proceed with the issue?

