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Preface

The third edition

I take this opportunity to thank everyone for the overwhelming response
to the previous editions of this book. This has motivated me to come out
with the third premium edition. This third premium edition is a completely
revised and thoroughly updated edition, with current trends, regulations and
data analysis. New material has been added for the enrichment of the book.
The basic organisational structure, topical coverage, readability, and useful
instructional cases and examples that marked the success of the earlier edi-
tions have been retained.

® Specifically, a new Chapter on the ‘Accounting Process’ in Part IT has been
introduced.

® There is also the addition of the topic on statement of cash flows prepara-
tion and presentation in Chapter 5.

® Chapter 21 has been refined for both old and present income tax regimes
in India.

Further, all chapters have been thoroughly updated and formatted, with
the inclusion of learning objectives to reflect the cutting edge of current trends
and practices in the finance domain nationally and internationally. The book
provides helpful new approaches, expanded coverage and enhanced peda-
gogy anchored by a state-of-the-art integrated learning process.

I hope that these enhancements will offer increased value to the book.

[

Understanding your organisation’s financial health is the fundamental as-
pect of managerial decision-making and control. A good manager is one
who is able to (i) analyse financial performance trends and (ii) make a
suitable decision in time and adjust planned and forecasted actions to
avoid various risks. This is where ‘financial proficiency and efficiency’
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becomes essential at all levels of business and in all types of organisations
across the globe.

Imagine a northwest regional sales head’s reaction to being asked about
budgets for his region for the next quarter by his country head. Please re-
member that he comes from the humanities side of academics! Until now,
he was relying on his immediate assistant, but unfortunately this time the
assistant was on leave. He was asking himself, ‘How does one make a
budget?’

Explore another situation faced by the director of operations in a multi-
national company (MNC) where he has been promoted to the CEO. How-
ever, he was not happy. To date, he was just concerned with the technical
side of the business. Suddenly, he was finding himself in an alien land be-
cause he now must make decisions for the entire company, including the
financial decisions. One thing he has been running away from all his life was
‘Finance’.

In both these situations, one thing is common: ‘finance is an inevitable part
of business’. Finance is not only essential but an exciting area of management
that every executive should discover and explore in depth.

Objective

The book will help to develop not only an understanding of the concepts of
accounting and finance, but, most importantly, to enable the managers to use
it as an effective tool for financial communication, monitoring, analysis and
resource allocation.

It helps to answer questions, like:

What are the accounting nuances of managing a business organisation?
What financial statements are prepared and analysed as a part of financial
reporting?
How can financial statements be used for investment decision-making?
How is the cost of a product or service determined and controlled?
How is cost accounting information utilised for managerial decision-mak-
ing and control?

® What are the nitty-gritty involved in financial decision-making, such as
launching a new product, buying a new asset, acquiring another company
and financing the firm’s investments?
How should the firm be managed to increase the wealth of shareholders?
What decisions must managers make to manage the business operations
for value-based management?

® What could be the business and personal implications of financial markets
operating in the country?

¢ How can taxes be planned at a personal and corporate level to ensure
sound tax administration?
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Features

Various aids like figures, tables, illustrations and case studies have been in-
cluded in the book to facilitate learning. The cases of real-world corporate
organisations have been analysed and discussed from diverse sectors. These
companies have global operations, so they will be of immense use to inter-
national readers. All these features will make the book more interesting and
useful to readers.

The book is a thoroughly updated edition containing current concepts,
corporate practices, recent trends and current data. An attempt has been
made to cover every possible aspect of finance in depth.

Highlights

Thoroughly updated comprehensive chapters
Current data analysis

Self-contained chapters

Global concepts and practices

Corporate case studies

Current data

Solved problems

Summary points

Key terms

Target audience

‘Almost everything boils down to finance’, as the adage goes. In light of the
universal requirement of finance, the present book is an attempt to meet the
needs of business executives, corporate heads, entrepreneurs, government of-
ficers, teachers, researchers and, of course, students and anyone who deals
with finance and financial matters in the daily course of their work. In nut-
shell, this book is for everyone who is not a finance expert but wants to
learn finance, and also for people with finance background who would like
to refresh and revive their concepts and apply them better for much more
meaningful decision-making in various walks of life. This book is one single
platform wherein you will find answers to all your queries.

It is for everyone who wants to learn finance.
This book is equally useful to people with a finance background for ad-
vance learning.

® The book is perfectly designed for basic courses in accounting and finance
at graduate and undergraduate level in B-schools and universities.

® The book can also be a good substitute for, or a helpful complement to,
the main textbook in advanced courses in finance.
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® It is a tailor-made key resource for executive and management develop-
ment programs (EDPs and MDPs) oriented towards business managers,
including MBA programs.

¢ This book will provide a solution in finance to those students and learners
who are struggling to enhance their financial knowledge for advanced fi-
nance courses, the managers who are having sleepless nights on account of
lack of financial acumen, the entrepreneurs who have to bear the tantrums
of their accountant for every accounting need and the potential investors
who dream of investing in stocks one day. This book is an attempt to im-
prove financial acumen and communication.

It is highly recommended for courses and programs, such as:

Courses

® Financial Accounting

® Financial Reporting & Analysis/Financial Statements Analysis
® Financial & Management Accounting

® Fundamentals of Financial Management/Corporate Finance

Programs

® Finance for Non-Finance Executives
® Finance for Managers
® Finance Literacy/Finance Acumen

Organisation of the book

The book has been divided into six parts. It has been logically sequenced to
facilitate better connectivity and learning among the readers. Most chapters
are self-contained and can be read independently of the others.

Part I, ‘Introduction’, provides an overview of different forms of busi-
ness organisations operating in different parts of the world, including
India.

Part II, ‘Financial accounting and analysis’, explains accounting funda-
mentals, processes and principles. Recognising that executives often approach
financial problems from a limited perspective, corporate financial statements
and various accounting tools, such as ratio analysis used for analysing the
financial performance of a business, are discussed in detail.

Part III, ‘Cost accounting and management’, discusses the cost account-
ing concepts and techniques for cost determination, control and managerial
decision-making in an organisation.

Part IV, ‘Financial management’, is a complete manual on the financial
management process of a business organisation. It demonstrates how man-
agers should make sound financial decisions to maximise the firm’s value.
It builds on the time value concepts of compounding and discounting and
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covers the key areas of financial management, such as capital budgeting,
sources of finance, working capital management and dividend policy.

Part V, ‘Financial markets’, discusses the financial markets in India, their
constituents and instruments, including mutual funds.

Part VI, ‘“Tax planning’, covers the taxation of an individual and business.
It discusses direct taxation, the income tax in India.

This book will build up your finance acumen, which is essential for pro-
fessional growth and success. This is a perfect blend of theory and practice.
An attempt has been to keep the book simple in nature yet comprehensive
in approach. I am confident that the readers will find this book truly valu-
able in terms of its quality and presentation. Any constructive comments and
suggestions for future improvement of the book are highly appreciated and
welcome at sandeepgoell8@ rediffmail.com.

Happy learning!
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Introduction

The secret of business is to know something that nobody else knows.
—Aristotle Onassis

This first’ section is introductory in nature.
It discusses different forms of businesses
operating today and their application as

corporate organisation.
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