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[0 O When we began planning this book[d] we had four goals in mind[J (1) to create a book that would help
people make better financial decisions] (2) to motivate students by demonstrating that finance is both interesting
and relevant] (3) to make the book clear enough for students to go through the material without wasting time
trying to figure out what we were trying to say[] and (4) to provide a book that covers the core material necessary
for an introductory MBA course without all the other interesting-but-not-essential material that is contained in
most MBA texts. This last goal is the main factor that differentiates Corporate Finance[l A Focused Approach
from the thermal texts.(J O Finance theory and applications have dramatically expanded during the last decadel]
and so have finance textbooks[J including some that we have written. As resultl] professors teaching the
introductory MBA course must choose between breadth and depth. They can assign most of the chapters in one of
the existing textbooks and teach finance as a survey coursel] going for breadth at the expense of depth.
Alternativelyd they can cover fewer chapters (and parts of chapters)[] explore them in depth(J and ignore the
remaining chapters. We learned from a review of course syllabi that the vast majority of professorst] including us
[0 choose the second alternative. Finance majors will probably cover much of the omitted material in later courses
O but non-majors end up having to buy a larger] more expensive book than they need. Also[] instructors must
make difficult choicesC] including having to decide what parts of selected chapters are most important. Drawing
upon our own classroom experiencel] we wrote Corporate Finance for those professors who want to cover the
critical finance topics in depth] but who do not want to require their students to purchase chapters that will not be
covered.
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[0 O Using Float[] [ Float is defined as the difference between the balance shown in a firms (or
individuals)checkbook and the balance on the banks records. Suppose a firm writes, on average, checks in the
amount of $5,000 each day, and it takes six days for these checks to clear and be deducted from the firms bank
account. This will cause the firms own check-book to show a balance $30,000 smaller than the balance on the banks
records; this difference is called disbursement float. Now suppose the firm also receives checks in the amount of
$5,000 daily, but it loses four days while they are being deposited and cleared. This will result in $20,000 of
collections float. In total, the firms net float--the difference between the $30,000 positive disbursement float and the
$20,000 negative collections float--will be $10,000.00 [ Delays that cause float arise because it takes time for checks
(1) to travel through the mail (mail float), (2) to be processed by the receiving firm (processing float), and(3) to
clear through the banking system (clearing, or availability, float). Basically, the size of a firms net float is a function
of its ability to speed up collections on checks it receives and to slow down collections on checks it writes. Efficient
firms go to great lengths to speed up the processing of incoming checks, thus putting the funds to work faster, and
they try to stretch their own payments out as long as possible, sometimes by disbursing checks from banks in
remote locations.lJ O &hellip;&hellip;
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