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Chapter Outline T1.1

CHAPTER 1

INTRODUCTION TO
CORPORATE FINANCE

CHAPTER ORGANIZATION

1.1

1.2

1.3
14

1.5

1.6

1.7

CORPORATE FINANCE AND THE FINANCIAL
MANAGER

THE CORPORATE FORM OF BUSINESS
ORGANIZATION

THE GOAL OF FINANCIAL MANAGEMENT

THE AGENCY PROBLEM AND CONTROL OF
THE CORPORATION

FINANCIAL MARKETS AND THE
CORPORATION

OUTLINE OF THE TEXT
SUMMARY AND CONCLUSIONS
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A Simplified Organizational Chart (Figure 1.1)

Board of Directors
Chairman of the Board and
Chief Executive Officer (CEO)
President and Chief
Operations Officer (COO)
Vice President Vice President Vice President
Marketing Finance (CFO) Production
Treasurer Controller
. Cost Accounting
Cash Manager Credit Manager Tax Manager Manager
Capital Financial F!manclﬂn Data Processing
Expenditures Planning unting Manager
Manager
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Forms of Organization and Goal of Financial
Management

T1.3

Key issues:

- Legal and economic consequences
+ Advantages and disadvantages

A. Proprietorship
B. Partnership--general and limited

C. Corporation

Key issue:
+ What is the appropriate decision criterion?
A. Possible goals

B. The goal of financial management:

© Richard D. Irwin, Inc., 1993
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The Agency Problem and Financial Markets T1.4

Key issue:

«  Will managers work in the shareholders’ best interests?
A. Agency relationships

B. Agency costs

C. Control of the firm

Key issue:

« What is the role of financial markets in corporate finance?
What financial markets do

Money vs. capital markets

Primary vs. secondary transactions

o 0w p

Secondary markets

© Richard D. Irwin, Inc., 1993
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Cash Flows between the Firm and the Financial Markets (Figure 1.2)

Total Value of
Firm's Assets

B. Firm invests
in assets

Current Assets
Fixed Assets

Total Value of the Firm

the Financial Markets

to Investors in

A. Firm issues securities

<]? Retained cash flows F. Dividends and

I debt payments

C. Cash flow from

v

firm's assets

D. Government

© Richard D. Irwin, Inc., 1993
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Financial
Markets

Short-term debt
Long-term debt
Equity shares

T1.5



Chapter Outline

CHAPTER 2
FINANCIAL STATEMENTS

TAXES, AND CASH FLOW

CHAPTER ORGANIZATION

T2.1

2.1
2.2
2.3
2.4

2.5

THE BALANCE SHEET

THE INCOME STATEMENT
TAXES

CASH FLOW

SUMMARY AND CONCLUSIONS
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