INTRODUCTION TO FINANCIAL MANAGEMENT


Financial Management

Objective of a finance manager is to increase or maximize wealth of the owners by increasing the value of the firm which is reflected in its EPS & Market Price of shares.

Role of a Finance Manager




 





Mobilize 




Inter Face Between Finance And Other Functions:

· Marketing - Finance interface

· Production - Finance interface

· Top Management - Finance interface

Other Challenges in Financial Management:

· Treasury Operations 

· Foreign Exchange

· Financial Structuring

· Maintaining Share Prices

· Ensuring Management Control

Finance Manager Job is to understand External Environment .

As Investing & financing activities are under the Govt Control Aspects of External Environment which are directly relevant to Job of the finance Manager Are



Forms Of Business Organization






· Owned by single     Governed by Indian Partnership Act 1932                       As per 3 (1) (i) of Co. 
person                                    





          act 1956.

· Risks and rewards 






Registered company means 
by single person         Advantages

Disadvantages                  Company incorporated 

· Profits and Losses     1. Easy                           1. Life of firm depends on     under CO’s Act 1956
by single person        2. Inexpensive                     agreement.                        Or Existing company

                                  3. Free from govt            2. Unlimited Liabilities        incorporated under any

                                             Regulations                3. Ability to raise funds is    of the provisions








Limited

       of Co. Law 3(1)(i)

Advantages


Disadvantages

1. Easy


1. Limited to life of owner

2. Inexpensive

2. Unlimited Personal Liabilities

3. Only Few Govt
3. No outside Raising Fund

       Regulations

4. Tax on income very high

4. NO Firm Tax  

 Differences between Private and Public Company

	Sl.No.
	Particulars
	Private company
	Public company

	1.
	Definition 
	Company has minimum paid up capital of Rs.100000 or such higher Paid up capital as may be prescribed by its articles
	1. Company has minimum paid up capital of Rs.500000 or such higher Paid up capital as may be prescribed by its articles.

2. Not a Private company

3. Is a private company which is a subsidiary of public company.



	2.
	Minimum no. of members
	2
	7

	3.
	Maximum no. of members
	50
	No limit

	4.
	Minimum no. of Directors
	2
	3

	5.
	Maximum no. of Directors
	NO limit
	12

> 12------Central Govt Approval is needed

	6.
	Quorum for meeting 
	2
	5

	7.
	Issue of Prospectus
	Cannot issue
	Can issue

	8.
	Transfer of Shares
	Restricted
	Freely Transferred

	9.
	Minimum subscription
	Need not secure
	Need

	10.
	Commencement of Business
	Incorporation
	Commencement of business certificate

	11.
	Use of Word Limited
	Private limited
	Limited

	12.
	Possession of Qualification Shares
	Need not possess
	Possess

	13.
	Written Consent of Shares
	Not necessary
	Necessary

	14.
	Statutory Meeting 
	Need not hold
	Hold

	15.
	Grant Loans
	With out Consent of Govt
	With Consent of Govt

	16.
	Age limit of Directors
	No limit
	Persons above 65 years cannot be appointed as directors

	17.
	Index to its Members
	Need not keep
	Keep

	18.
	Issue of Shares
	Any kind including deferred shares
	Equity n preference shares only 

	19.
	Audit Committee
	Not required
	If CO Paid up capital > 5 Lakhs 

	20.
	Appointment of Small share holders
	Not Applicable
	If CO Paid up capital is 5 crore or more &  having atleast 1000 small share holders

	21.
	Appointment of casual Director 
	Not Applicable
	AS per regulations in the articles

	22.
	Directors Remuneration 
	Not Applicable
	Applicable

	23.
	Disqualification of Directors
	Not Applicable
	Applicable

	24.
	Issue of share Warrants
	Not Applicable
	AS per authorization in articles, with prior approval of central govt & with respect to fully paid up.

	25.
	Passing of resolutions by postal Ballot
	Not Applicable
	Only listed companies

	26.
	Further issue of Capital
	Not Applicable
	Applicable


Regulatory Frame Work



Monopolies & Restrictive Trade Practises





Competition Bill 





Companies Act





SEBI





Regulaion of Foreign Collaborations & investments 





Industrail Licensing Provisions & Procedures





Industrial Policy





Sole Proprietor Ship





Companies 





Partner ship





Forms of business Organization	





Regulatory Frame work	





Financial System





Tax Aspects 





Mobilize funds from 


Various sources


When required & at an acceptable cost.








This decision is called Financing Decision.











Finance Manager has to continuously monitor the use of funds.








This Task is called Financing Control. 














Finance manager has to achieve right balance between risk & return.





In consultation with managers of various departments Finance manager decides on the manner of deployment of funds in various assets.





This decision is called Investment Decision.





Mobilization of funds





Risk Return Trade Off





Deployment of Funds





Control over the use of funds




































































































































































































































































































































































