《财务管理》教案

	课程名称
	财务管理
	课程性质
	限选

	主讲教师
	
	职称：
	

	课程简介

	《财务管理》是经济与管理等专科专业的一门专业必修课程。本课程侧重研究在现代企业中的财务管理活动,与国际接轨,因此内容核心是关于企业投资决策、融资决策和资产的有效管理。本课程又是一门理论性强而且极富实战性的学科。一方面财务管理理论与方法是企业财务实践的总结提炼，另一方面，这些理论与方法必须适用于企业财务实践，能解决实际问题。因此，本课程的教学要旨就是“理论性与应用性并重”。

	课程要求

	教学要求中有关概念、原理、分类、特征、方法、计算公式与步骤，可按了解、理解、掌握三个层次要求。课堂教学重点讲述财务管理的基本知识原理，对于相关专业名词、浅显的实例及练习更多采用英语讲述。要求学生积极参与教学过程，做好课前预习，课后练习、复习等工作。


	课程内容与学时分配

	章节

讲授内容

学时

第一章

绪论

4

第二章

财务分析

6

第三章

筹资管理

12

第四章

流动资产管理

4

第五章

固定资产管理

8

第六章

税金与利润管理

2



	每章重、难点及授课内容

	第一章 绪论

重点：公司的财务关系；公司财务管理的特点； 公司财务管理的目标
难点：财务管理的目标
授课内容：

Topic One Introduction and Review the Background Knowledge
I. Name of the module

Financial Management

Restaurant Financial Management/Hotel Financial Management
II. Background knowledge
Simple accounting equation: Assets=Equity
Basic accounting equation: Assets= Liabilities + Owners’ Equity 
Extended accounting equation: 
Assets= Liabilities + Owners’ Equity＋（Income/Revenue-Expense）

Assets:

Current assets/Long-term investments/Fixed assets/Intangible assets/Deferred charges assets/Other assets

Liabilities:

Current liabilities/Long-term liabilities
Owners’ Equity/Stockholders’ Equity:

Paid-in capital /Capital stock/Capital reserves/Surplus reserves/Retained earnings
Revenue
Expense/Operating expense/Administrative expense/Financing expense
Profit
III．Some terms

equal to/equal  plus  minus  multiply  divide  square  cubic  exponent/power
square root  positive  negative  equation  numerator  denominator
Topic Two Functions and Goals of Financial Management
I.  Definition of Finance
1、 The forms of currency: the given form of money, such as cash/deposit etc 
2、 The policies: The firm should comply with the policies, including Corporate Law，Economy Law and Tax Law, the financial rules of the firm， even the Principle of Distribution according to Work, and Social Labour Insurance System. 
3、 Follow the rule of capital movement
4、 Financial relationship
1) With investors: accepting investment and investment
2) With creditors: debt and creditor’s right(Financial institutions and bond holders)

3) With debtors: creditor’s right and debt
4) With government: compulsive, volunteer financial distribution relationship (taxes)

5) With guests: the relationship of capital settlement
6) Inside the hotel – among the departments: relationship of income and expenses settlement (领款、报销、代收、代付 )

7) Inside the hotel - with employees: distribution relationship
II.  Functions of Financial Management
Find out the differences of the three forms in terms of the following items: Sources of the capital/ How to deal with the profit or the loss/Tax/Advantages & drawbacks

1、Sole proprietorship
2、Partnership

3、Corporation

III. Goals of Financial Management
Agency Theory
1. Profit Maximization

(1) Concept：The aim of the financial management is to gain the maximal profit in a short term.
The ratio of earnings after taxes to paid-in capital

Formula：资本利润率＝ earnings after taxes /averaged paid-in capital 
(2) Advantages：The firm should reduce its costs, improve the technology and productivity, and gain more profits. 
(3) Drawbacks

· A change in profit may also represent a change in risk. 
· It fails to consider the investment risk.

· It leads to short-term financial decision-making.

· Under this criterion, the manager may take some measures such as distributing less or few dividend or handing in less or few profits. The decision will not satisfy the investors.

· The goal of maximizing profit suffers from the almost impossible task of accurately measuring the key variable in this case, “profit.” 
2. Shareholder Wealth Maximization

(1) Concept

(2) Advantages：
· Compared with profit Maximization, this goal can conquer the short-term behavior.

· It considers the time value of money and the invest risk.
· It is in favor of reasonable allocation of social resources. 
 (3) Drawbacks 

· Some of the increment of capital cannot reflect the dividend.

· Can not use the spot price to reflect the value of the firm.
3. Management and Stockholder Wealth

4. Satisfying the benefit of every department inside the firm

5. Satisfying the benefit of the others outside the firm-
Social Responsibility and Ethical Behavior

· guests

· employees

· nearby inhabitants

· environment issues  

思考题：
1. What is financial management？

2. Find out the differences of the three forms in terms of the following items: Sources of the capital/ How to deal with the profit or the loss/Tax/Advantages & drawbacks
第二章：财务分析
重点：财务比率分析方法

难点：利润表的内容；财务比率分析方法

授课内容：

Topic One Financial Analysis and Planning I - Review of Accounting
I. Income Statement
（1）Concept: The Income Statement covers a defined period of time, whether it is one month, three month, or a year. It shows profitability.
（2）Organizing basis：Revenue-Expense=Profit

（3）Significance：Shows profitability and indicates the operation status of the firm.

（4）Contents：主营业务收入、主营业务利润、营业利润、利润总额和净利润

p28 Kramer Corporation Income Statement

（5） Points

a. Primary sources of capital

b. Net income maybe paid out to the common stockholders in the form of dividends or retained in the company for subsequent reinvestment.

c. Net income is converted from an aggregate value to an earnings per share (EPS) value by dividing net income by the number of shares of outstanding stock. 

d. Before any new shares are issued, the financial manager must be sure they will eventually generate sufficient earnings to avoid reducing earnings per share. 

（6）Important indexes 

1) Earnings per share (EPS)

a. The earnings available to the common stockholders divided by the number of common stock shares outstanding. 

b. Indicates the profit level gained by the common stock. 

c. Calculation

· Unchanged:

EPS=Net income/The sum of common stock shares outstanding in the end of the year

· Changed：
EPS=Net income/The average weighted number of common stock shares outstanding
d. Example

Say the shares outstanding of the Moon River Hotel are 1000,000, calculate the earning per share. 

2) Price-earnings ratio (P/E ratio)

a. Refers to the multiplier applied to earnings per share to determine current value of the common stock.

b. P/E Ratio = Market Price of Stock / Earnings per share 

c. Way of measuring desirability of a stock 

It indicates the price which the investors are willing to pay for the earnings per share. And it can be used to estimate the investment earnings and risk of the stock. The ratio is one of the most important factors for reference to the investment decisions. So the investors pay much attention to this index. 

d. The P/E ratio is influenced by the earnings and the sales growth of the firm, the risk, the debt-equity structure of the firm, the dividend payment policy, the quality of management, and a number of other factors.

e. The P/E ratio indicates expectations about the future of a company. 

f. Example

Say the market price of stock is 15 yuan, calculate the P/E ratio of Moon River Hotel 
II. Balance Sheet
(1) Concept: A Balance Sheet (B/S) shows what a firm owns and what it owes.
(2) Organizing basis: 

(3) Significance：It indicates the financial status of the firm, and transfers messages for the information users. 

(4) Points

a. It portrays the cumulative results of transactions at a point in time. 

b. It shows assets and the financing of those assets. 

c. The assets are listed in their order of maturity. 

d. The various sources of financing of a firm are listed in their order of maturity. 

(5)  Confusing balance-sheet-related terms

· Retained earnings
· It is simply a cumulative total of the earnings of the firm since its beginning until the date of the balance sheet that have not been paid to the owners. 
· Net worth or book value： Stock holders’ equity minus the preferred stock component represents the net worth, or book value, of the firm. 
Net worth or book value of the firm is composed of the various common equity accounts and represents the net contributions of the owners to the business. 

Book value does not necessarily coincide with the market value of the owner's equity. 
III. Statement of Cash Flows
The Statement of Cash Flows (CFs) measures the flow of cash throughout a firm.

(1) Organizing basis：Cash flows 

Basis of accounting: 

(2) Significance: It emphasizes the critical nature of cash flow to the operations of the firm. 

(3) Contents
Topic Two Financial Analysis and Planning II – Purposes, Bases and Methods
I. The Purposes of Financial Analysis 
Information Users: 
Inner Users: The department of management
Outer Users: Direct Outer Users: investors, creditors
Indirect Outer Users: government
1. Management Department of the Firm 
Purpose：Assets Utilization

2． Investors

Purpose：Profitability
3． Creditors

What’s the relationship between the firm and the creditors?

Purpose：Liquidity & Debt Utilization

4. The Other Firms/The Departments of the Government 

· Providers: find out the ability of repay payment for goods and the ability of buying. And they will consider how to offer an account sale and discount.  

· Taxation Bureau：find out the ratepaying status of the firm 

· The other departments of the government: pay attention to the job opportunities that the firms provide, to the social effect of the investment, and to the social benefit of the investment.  

· Competitors：pay attention to the benefit position 
· Accountant office：Investigate, verify, and analyze the financial statement and provide the status of operating performance and finance for the investors and other firms.

II. The Basal Data of Financial Analysis

Financial Statements

III. Methods

1. Ratio Analysis 
Ratio analysis provides a meaningful comparison of a company to its industry. It simplifies the financial information. 

Ratios can be used to measure profitability, asset utilization, liquidity, and debt utilization.

A．Profitability Ratios

Who concern much about the profitability ratios?

1) Profit margin=
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营业净利率＝净利润/主营业务收入净额×100％ 
[image: image31]2) Return on assets (investment) ＝

资产（投资）回报率 

资产净利率/投资报酬率 ＝净利润/平均总资产占用额×100％ 

The index represents the profitability from the whole assets. It is an important index in the financial management. 

The higher the index, the higher efficiency it is in the use of assets, the more gains will be achieved by the whole corporation, the better the management is. 

· Profit margin and asset turnover are a part of the Du Pont system of analysis. 

· The Du Pont system causes the analyst to examine the sources of a company’s profitability.

· The satisfactory return on assets may be achieved through high profit margins or rapid turnover o assets, or a combination of both. 

3) Return on equity=
[image: image2.wmf]equity

rs

Shareholde

income

Net

_

'

_

 

· 所有者权益报酬率=净利润/平均所有者权益占用额

The higher the index is, the higher profitability is, and the higher security level the investors and creditors enjoy.

· High return on equity may be the result of one or two factors: a high return on total assets or a generous utilization of debt or a combination thereof. 

Two well-known retailers: Wal-Mart and May Department Store Ltd.

B．Asset Utilization Ratios

The ratio in this category may explain why one firm can turn over its assets more rapidly than another.

1）Receivables turnover

Receivables turnover =Sales(credit)/Receivables 

※ Average collection period=Accounts receivable/Average daily credit sales
Significance： 

2）Inventory turnover 

Inventory turnover=Sales/Inventory

Inventory turnover＝Cost of goods sold/Inventory

Significance： 

3) Fixed asset turnover 

Fixed asset turnover=Sales/Fixed assets 

4） Total asset turnover

Total asset turnover=Sales/Total assets 
Saxton collects its receivables faster than does the industry. This is shown by the receivables turnover of 11.4 times versus 10 times for the industry, and in daily terms by the average collection period of 32 days, which is 4 days faster than the industry norm. The average collection period suggests how long, on average, customers’ accounts stay on the books. The period is also from selling on credit to gathering. The calculation of the average collection period can do according to the text, also can do like this way: 360/ Receivables turnover

The firm turns over its inventory 10.8 times per year as contrasted with an industry average of 7 times. This tells us that Saxton generates more sales per dollar of inventory than the average company in the industry, and we can assume the firm uses very efficient inventory-ordering and cost-control methods.

The firm maintains a slightly lower ratio of sales to fixed assets than does the industry. This is a relatively minor consideration in view of the rapid movement of inventory and accounts receivable. Finally, the rapid turnover of total assets is again indicated.

C. Liquidity Ratios 

1）Current ratio 

Current ratio=Current assets/Current liabilities  

2）Quick ratio 

Quick ratio=(Current assets-Inventory)/Current liabilities

D. Debt Utilization Ratios 

Debt to total assets=Total debt/Total assets 

2) Times interest earned 

Times interest earned=Earnings before interest and taxes/interest

The high ratio is the result of good interest-paying ability of the firm. 

2. Trend Analysis 

思考题：
Why is trend analysis helpful in analyzing ratios?
第三章：筹资管理
重点：短期债务融资、长期债务融资，复利及年金终值、现值的计算，个别资金成本、综合资金成本的计算，最优资金结构决策的方法，盈亏平衡点及财务杠杆分析
难点：发行普通股筹资、商业信用、发行债券概念的解释，年金的计算，债券成本的计算，普通股资金成本的计算、每股收益分析法，盈亏平衡点及财务杠杆分析
授课内容：

Topic One Financing Management I - Equity Financing
I. Capital 

Financing!

Hotel-Capital-Intensive Industry
II. Capital Markets 

1. Concept:

external financing－in the capital market

direct financing, indirect financing
2. Effect 

III. Categories of Financing

1. Classified by the using time limit of the capital 

1) Short-term capital
· short-loan
· Commercial credit 

2) Long-term capital: (Long-term investments)

· Direct investment financing

· Stock financing

· Bond financing

· long-term loan

· Lease financing

3) Interpenetration of short-term capital and long-term capital

2. Classified by the character of the capital 

IV. Equity Financing

1. Exterior
(1) Direct investment financing：

A.  Categories
A1: Cash investment financing

· domestic currency investment

· foreign currency investment 

A2: Non-cash investment financing

B. Advantages
C. Disadvantages：

1) Stock
Concept

A. Common Stock (Rights)

· Common Stockholders’ Claim to Income
Residual claim to income

Residual funds
· The Voting Right

How do the shareholders exert the voting right?
· The Right to Purchase New Shares
Preemptive right

What’s the advantage of preemptive right provision? 
· The Right to Transfer Shares 
· Note

 (recourse and redress)
B. Preferred Stock Financing 

Concept
preferred 
Merits

Defects
2. Interior
（1）Sources

Net income

（2）Way to increase the capital
（3）Advantages&Disadvantages

Topic Two Financing Management II - Debt Financing
I． Debt Financing

Characters

Category: current & long-term

1. Current debt financing
1) Character：

2) Forms

(1) Trade Credit

A. Accounts payable  

Cash Discount Policy：“2/10, n/30” 
A 2/10, net 30 cash discount means we can deduct 2 percent if we remit our funds 10 days after billing, but failing this, we mush pay the full amount by the 30th day.

· provider
· Should the firm pay in advance to gain the cash discount？

Opportunity Cost
B. Notes payable 
C. Accrued expenses
3) Advantages & Disadvantages

（2）Short-term loan

2. Long-term debt financing
1) Characters：a large sum/long payback period

2) Forms

(1) Long-term loan
A. Concept

B. Advantages & Disadvantages

(2) Bond

What are the differences between bond and stock？

债券：筹资者在筹集资金时所发出的一种表明债权债务关系的凭证；债务融资；利息固定，与经营状况无关；有期限

股票：股份公司筹集资金时所发出的一种股权证明书；权益融资；股利，无到期日

Par Value：The initial value of the bond. The par value is sometimes referred to as the principal or face value.
Coupon Rate: This is the actual interest rate on the bond, usually payable in seminnual installments. 

To the extent that interest rates in the market go above or below the coupon rate after the bond has been issued, the market price of the bond will change from the par value.

(3) Leasing as a form of debt
· lessors 
· lessees 
1）Operating lease:p470
A. Concept： 

B. Aim：
2）Capital lease:p470
What are the differences between capital lease and operating lease？        
Topic Three Financing Management III - The Time Value of Money
A dollar today is worth more than a dollar tomorrow！
Any investment rule which does not recognize the time value of money cannot be sensible.

I．Concept

1. Concept:

2. Effect

3. Notation 

· absolute value

· relative value
II. Calculations
1. Simple interest

Simple interest is calculated only on the beginning principal.

F: Future Value 

P: Present Value 

i: Interest rate            

I: Interest 

n: Time 期数

I=P×i×n                                                           (1)

F=P+I=P+P×i×n=P(1+i×n)                                           (2)

P=F(1+i×n)-1                                                       (3)

2. Compound interest

Interest is not only calculated on the beginning principles, but also on any interest accumulated in the meantime. 

If someone was to invest for a project, the rate of return is 6% on a beginning value of 1000 yuan. 

At the end of the 1st year: F= P+I=P+Pi=P(1+i)=1000×(1+6%)=1060(元)

At the end of the 2nd year: F= 1000×(1+6%)*(1+6%)= 1000×(1+6%)2
At the end of the nth year F=P×(1+i)n 
(1+i)n被称为复利终值系数，表示为（F/P，i,n），可以通过查阅“复利终值系数表”获得。

（F/P，6％,3）表示利率为6％， 3期复利终值的系数。
Examples

2. Present vale of compound interest 

1) Concept

2）Formula：P=F×(1+i)-n 

· （P/F, 10%, 5） 表示利率为10％时5期的复利现值系数（P/F, 10%, 5） ＝1.611

Examples

3. Annuity

1. Concept

2. Categories
· Ordinary Annuity
· Annuity Due
· Defer Annuity
· Perpetuity
3. Future value
4. Present value
Topic Four  Financing Management IV –Cost of Capital
I. Introduction
1. Concept: The cost component in the inventory decision model that represents the expenditure for acquiring new inventory.
2. Components:

1) 用资费用，是资金成本的主要内容。指企业在生产经营、投资过程中因占用资金而向资金所有者支付的各种费用。

Example：dividend to the shareholders or interest to the creditors

2) 筹资费用：通常是在筹措资金时一次支付的。可视作筹资数量的一项扣除。

例如：委托金融机构代理发行股票、债券而支付的代办费、注册费、印刷费、发行手续费、律师费、资信评估费、公证费、广告费，向银行借款支付的借款手续费等。

3. Effects
II. Calculations
1、Rate of Capital Cost
资金成本率是企业使用资金所负担的费用与筹集资金净额的比率，一般也称为资金成本。

· Relative value

[image: image32]
K-资金成本率，用百分率表示；D-用资费用；P-筹集资金总额；f-筹资费用；
F-筹资费用率，即筹资费用与筹集资金总额的比率 
1）Debt financing
（1）Long-term loan

公式：
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,其中KL-长期借款成本；I-长期借款年利息；T-所得税税率；L－长期借款筹资总额；F-长期借款筹资费用率

上列公式还可以写成如下形式：
[image: image4.wmf]F

T

R

K

L

-

-

=

1

)

1

(

，其中R-借款年利息率

Example
（2）Bond

债券的筹资费用即债券发行费用，包括申请发行债券的手续费、债券的注册费、印刷费、上市费以及推销费用等。
公式：
[image: image5.wmf])
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Example
2) Equity Financing
（1） Cost of Common Equity

A． 公司采用固定股利政策 
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Kc-普通股融资的资金成本；D－下一年（第一年年末）发放的普通股股利总额；P－普通股筹资总额；F-普通股筹资费用率； 

B． 公司采用固定股利增长率的政策
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G-普通股股利预计每年增长率
Examples
（2）Cost of Retained Earnings: p307

Review: What is retained earnings？

Formula:

A． 公司采用固定股利政策

留存收益成本＝每年固定股利/普通股金额×100％＝D/P×100％

B． 公司采用固定股利增长率的政策

留存收益成本＝第一年预期股利/普通股金额×100％＋股利年增长率= D1/P*100%+g

3) The Weighted Average Cost of Capital (Optimal Capital Structure)

Concept
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综合资金成本率是由个别资金成本率和各种长期资金比例这两个因素所决定的。

Steps：1）计算个别资金成本；2）计算各种资金占全部资金的比重3）计算出综合资金成本

Example

Topic Five Financing Management V - Financial Leverage I

I. Leverage in a Business 

The term leverage has been popularized to mean the use of special force and effects to produce more than normal results from a given course of action. 

II. Important terms

A. Concept: Costs that remain relatively constant regardless of the volume of operations. Examples are rent, depreciation, property taxes, and executive salaries. 

B. Characters 

2. Variable Cost 

A. Concept: Costs that move directly with a change in volume. Examples are raw materials, factory labor, and sales commissions. 

B. Characters 

3. Mixed Cost/ Semivariable costs 

A. Concept：Costs that are partially fixed but still change somewhat as volume changes. Examples are utilities and “repairs and maintenance.” 
4. Contribution margin 

The contribution to fixed costs from each unites of sales. The margin may be computed as price minus variable cost per unit.

II. Break-Even Analysis 

1) Concept: 
2） When the firm is at the BE point

a. Profit=0 

b. Contribution Margin＝Fixed Cost

3） Representation 

· Absolute value: 单位边际贡献

· Relative value: 边际贡献率

4） Calculations

Example

Formula
保本出租率：客房保本出租率＝
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※ 保本点分析法在企业经营决策中的运用

Topic Six Financing Management VI - Financial Leverage II

I. Operating leverage

1． Concept：A reflection of the extent to which fixed assets and fixed costs are utilized in the business firm.

2. The Risk Factor

Apprehensive about economic conditions-lower risk-conservative plan

A growing business in times of relative prosperity-higher risk-maintain a more aggressive leveraged position

Managers should tailor the use of leverage to meet its own risk-taking desires.

3．Degree of Operating Leverage（DOL）

Concepts: the percentage change in operating income that occurs as a result of a percentage change in units sold. 

Formula: 
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Derivation: 

Conclusion 1: DOL is greater for the leveraged firm, indicating at 80,000 units a 1 percent increase in volume will produce a 2.8 percent change in operating income, versus a 1.6 percent increase for the conservative firm.

Conclusion 2: The higher the number will be due to a large percentage increase in operating income.

Conclusion 3: If FV(a)=0,DOL＝1, indicating that percent change in operating income equals to percent change in unit volume. If FV(a)≠0,DOL＞1，indicating that percent change in operating income is larger than percent change in unit volume. Fixed the other elements, the more fixed costs(a) , the higher the degree of leverage(DOL). If the firm holds fixed cost, there exists impact of operating leverage.

4. Limitations of Analysis

II. Financial Leverage 

1. Concept: A measure of the amount of debt used in the capital structure of the firm.

Operating leverage as primarily affecting the left-hand side of the balance sheet and financial leverage as affecting the right-hand side.

Operating leverage influences the mix of plant and equipment, financial leverage determines how the operation is to be financed.

2. Impact on Earnings

3. Degree of Financial Leverage (DFL)

The percentage change in earnings(EPS) that occurs as a result of a percentage change in earnings before interest and taxes(EBIT). 


[image: image16.wmf]EBIT

in

change

Percent

EPS

in

change

Percent

DFL

_

_

_

_

_

_

=

or 
[image: image17.wmf]EBIT

EBIT

EPS

EPS

DFL

/

/

D

D

=



[image: image18.wmf]I

EBIT

EBIT

DFL

-

=


4. Limitations of Analysis

For firms that are in industries that offer some degree of stability, are in a positive stage of growth, and are operating in favorable economic conditions, the use of debt is recommended. 

III. Combining Operating and Financial Leverage

1． Concept: The total or combined impact of operating and financial leverage.

2． Degree of Combined Leverage（DCL）
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Derivation： 
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Derivation: 

3． A Word of Caution

In a sense, we are piling risk on risk as the two different forms of leverage are combined. 

IV． Capital structure theory

Capital structure theory: A theory that addresses the relative importance of debt and equity in the overall financing of the firm.

To make sure the optimal capital structure

1． Comparison of Capital Cost

2． EBIT-EPS Analysis: 

(1) Concept:

每股利润＝
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增发股票方式的每股利润： 
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增发债券方式的每股利润：
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 (2) Formula
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能使等式成立的EBIT为每股利润无差别点EBIT

思考题：
1. How do the shareholders exert the voting right?
2. What’s the advantage of preemptive right provision? 
第四章：流动资产管理

重点：收款与付款、信用政策制定、存货的经济订货批量控制
难点：信用期限的方案选择方法，存货的经济订货批量控制
授课内容：

Topic One Current Asset Management I - Cash Management & Inventory Management 
I. Introduction

1. Questions:

1) What kind of accounting elements are the cash and inventory?

2) Besides the two items, what kind of items do the current assets hold?  

2. Characters

1) liquidity：

2) fluctuation 

3) Increment

II. Cash Management

1. Concept

Cash on hand（paper money）,deposit, the other forms of cash

2. Reasons for Holding Cash Balances

1） Transaction motive：The transactions motive involves the use of cash to pay for planned corporate expenses such as supplies, payrolls, and taxes, but also can include planned acquisitions of long-term fixed assets. 

2） For compensating balances for banks

The second major reason for holding cash results from the practice of holding balances to compensate a bank for services provided rather than paying directly for those services. 

3）Precautionary motive：Holding cash for precautionary motives assumes management wants cash for emergency purposes when cash inflows are less than projected. Precautionary cash balances are more likely to be important in seasonal or cyclical industries where cash inflows are more uncertain. 

Firms with precautionary needs usually rely on untapped lines of bank credit. 

For most firms the primary motive for holding cash is the transactions motive.

3. Cash Flow Cycle 

Cash flow: A value equal to income after taxes plus noncash expenses. In capital budgeting decisions, the usual noncash expense is depreciation. 

Cash inflow；Cash outflow；Net cash flow

Cash Inflow＞Cash Outflow，Net Cash Flow

Cash Inflow＜Cash Outflow，Net Cash Flow

Cash flow cycle: The pattern in which cash moves in and out of the firm. The primary consideration in managing the cash flow cycle is to ensure that inflows and outflows of cash are properly synchronized for transaction purposes.

4. Collections and Disbursements

1) Float：The difference between the corporation’s recorded cash balance on its books and the amount credited to the corporation by the bank. 

2) Improving Collections：

collection system：

lockbox system：

3）Extending Disbursements 

Time their payments so that they hold their cash balances as long as possible.

III. Inventory Management
1. The Inventory Decision model 

1）Carrying Costs: The cost to hold an asset, usually inventory. For inventory, carrying costs include such items as interest, warehousing costs, insurance, and material-handling expenses. 

A．采购成本

B．储存成本

2）Ordering Costs(Cost of ordering)The cost component in the inventory decision model that represents the expenditure for acquiring new inventory.

总成本：T=S×U+ F1+Kc+ F2+S/Q×O

2. Economic Ordering Quantity（EOQ）: The most efficient ordering quantity for the firm. The EOQ will allow the firm to minimize the total ordering and carrying costs associated with inventory.

Kc=
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Topic Two Current Asset Management II - Management of Accounts Receivable
I. Introduction

1. Reasons for holding accounts receivable

1) Business Competition－an account sale 

Time nap between selling and collection 

2. Functions

1) Increasing sales

Decreasing inventory

3. Credit costs

1) Opportunity Cost

An "opportunity cost" is the value of the next-best alternative. 

2) Management Cost

3) Cost of bad debts 

II. Credit Policy Administration 

Credit policy is the administration policy of accounts receivable.

Loose credit policy-sales  -costs

Strict credit policy-sales -costs

1. Credit standards

1) Functions：

2）Standards

5 Cs of credit(character, capital，capacity, conditions, and collateral)

A. Character refer to the moral and ethical quality of the individual who is responsible for repaying the loan. 

B. Capital is the level of financial resources available to the company seeking the loan and involves an analysis of debt to equity and the firm’s capital structure.

C. Capacity refers to the available and sustainability of the firm’s cash flow at a level high enough to pay off the loan. 

D. Conditions refers to the sensitivity of the operating income and cash flows to the economy. 

The more sensitive the cash flow to the economy, the more the credit risk of the firm.

E. Collateral is determined by the assets that can be pledged against the loan.

The better the quality of the collateral, the lower the risk of the loan.

Dun & Bradstreet Information Services （DBIS）

2. Terms of trade(credit terms)

The repayment provisions that are parts of a credit arrangement. An example would be a 2/10, net 30 arrangement in which the customer may deduct 2 percent from the invoice price if payment takes place in the first 10 days. Otherwise, the full amount is due. 

1) Credit period

（1） Concept

Question: Is long credit period benefit for the debtors? 

Is long credit period benefit for the creditors? 

（2） Steps

Example

2) Cash discount
（1） Concept：
（2） Aim：

3. Collection policy

(1) Concept

(2) Aging of Accounts Receivable

Aging of accounts receivable is one way of finding out if customers are paying their bills within the time prescribed in the credit term. 

Practice
思考题：
1. What kind of accounting elements are the cash and inventory?

2. Besides the two items, what kind of items do the current assets hold?  

第五章：固定资产管理

重点：固定资产折旧的计算方法，固定资产投资项目的现金流量，静态评价指标、动态评价指标的计算，投资风险的衡量
难点：双倍余额递减法及年数总和法的计算，三个静态评价指标、两个动态评价指标的理解及计算，投资风险的衡量
授课内容：

Topic One Fixed Asset Management I - Daily Management
I. Introduction

1． Concept: 

2． Depreciation

3． Categories：

1) Economy Purposes：working fixed assets/non-working fixed assets

2) Using Status：using fixed assets/fixed assets which are going to be used/useless fixed assets

4． Basic system of daily management

II. Depreciation Management of Fixed Assets

1． Concept：The allocation of the initial cost of an asset over its useful life. The annual expense of plant and equipment is matched against the revenues that are being produced.

2． Bound：

3． The Rules of Depreciation

Influence elements of the depreciation: original costs/estimated useful life/net residual value/the rules of depreciation

Net residual value=residual value-(clean-up expenses) 

a) Straight Line Method

（1） Concept: 

The simplest and most commonly used, straight line depreciation is calculated by taking the purchase or acquisition price of an asset subtracted by the net salvage value divided by the total productive years the asset can be reasonably expected to benefit the company.
（2） Formula：

Straight line annual depreciation = (Original Costs of Asset – Net Residual Value)/Estimated Useful Life 
Example：original costs=130000 yuan，rate of net residual value=5％， estimated useful life=5years

（3） Application：

（4） Advantage & defect： The advantage of Straight-line method is simple and clear, liable to be master, but its defect is that it does not consider use intensity and level of assets.

b) Units-of-production Method
（1） Concept：Annual depreciation under the UOP method is a function of the usage of an asset each year.

Example 

（2） Formula： Depreciation Cost per Unit 
= (Original Costs of Asset － Net Residual Value)/Expected Usage over Useful Life
Annual depreciation = Per Unit Depreciation Cost x Total Units Produced or Used during Year

（3） Application：

· Accelerated Depreciation: Match higher depreciation expense with higher revenues in the early years of an asset’s useful life when the asset is more efficient.
c) Double Declining Balance Method，DDB

Formula: 
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d) Sum of the Years’ Digits Method, SYD

（1） Formula：
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III. Analysis of Fixed Assets

Topic Two Fixed Asset Management II - Investment Management
I. Introduction

Investment is spending on capital goods by firms and government, which will allow increased production of consumer goods and services in future time periods.

In most investment decisions the emphasis is on cash flow.

II．    Cash Flow of Fixed Assets Investment Decision 

III． Method of Ranking Investment Proposals

1． Payback method（PB）, Return Period of Investment（RPI）

A. Payback：A value that indicates the time period required to recoup an initial investment. The payback does not include the time-value-of-money concept.

B. Formula：

If the annual net cash flow is constant:

Payback=initial investment/annual net cash flow

If the annual net cash flow is not constant:
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C. Accept/Reject Decision

One project:– if PB period < cutoff period, ______ the project

- if PB period > cutoff period, ______ the project
Several projects: _______ payback 

D. Example：

E.
Advantages & Disadvantages

 Advantages:

– easy to use 

–
emphasizes liquidity 

Disadvantages:

– ignores inflows after the cutoff period and fails to consider the time value of money 

– is inferior to the other 2 methods

 2． Internal Rate of Return（IRR）

A．
Concept

IRR：A discounted cash flow method for evaluating capital budgeting projects. The IRR is a discount rate that makes the present value of the cash inflows equal to the present value of the cash outflows.

Discount rate: The rate at which future sums or annuities are discounted back to the present. 

B．
Accept/Reject Decision

– if IRR > cost of capital, ______ the project

– if IRR < cost of capital, ______ the project

C．
Steps(explain with an example)

1．
如果每年的现金净流量相等

2．
如果每年的现金净流量不相等

得到近似的答案：用试错法；得到准确的答案：用内插法

D．
Practice

E．
Advantages & Disadvantages

 Advantages: 

-
It considers the time value of money.

-
It can be used to calculate and compare different scales of investment.

-
It reflects the actual rate of return of an investment.

Disadvantages:

-
Complex calculation!

-
The hypothesis is that the firm reinvests the annual NPV by the IRR.

 3.
Net Present Value, NPV

A．
Concept:

NPV: The NPV equals the present value of the cash inflows minus the present value of the cash outflows with the cost of capital used as a discount rate. This method is used to evaluate capital budgeting projects. If the NPV is positive, a project should be accepted.

B．
Accept/Reject Decision

One project: 

– if NPV > 0, ______ the project

–
if NPV < 0, ______ the project

Several projects:

C1＝C2＝C3＝…，NPV1＞0 NPV2＞0 NPV 3＞0，Choosing the _______ NPV

C．
Steps

Practice

D．
Advantages & Disadvantages

-
It considers the time value of money.

-
It considers the risk of the investment.

Disadvantages: It cannot reveal the actual rate of return of a project.

IV. Capital Rationing 

Capital Rationing: Occurs when a corporation has more dollars of capital budgeting projects with positive net present values than it has money to invest in them. Therefore, some projects that should be accepted are excluded because financial capital is rationed.

Topic Three  Risk

I.
Risk

1． Risk & Danger

2．Financing risk：Debt financing/Equity financing

3． Risk: A measure of uncertainty about the outcome from a given event. The greater the variability of possible outcomes, on both the high side and the low side, the greater the risk. 

4． Risk-averse: An aversion or dislike for risk. In order to induce most people to take larger risks, there must be increased potential for return.

II. Measurement of Risk 

1．
Coefficient of variation(V)

Coefficient of variation=standard deviation/expected value

– the larger the coefficient of variation ® the ________ the risk

Expected value=∑DP （D-outcomes P-probability）

 – measure of dispersion or variability around the expected value

– the larger the standard deviation ® the ________ the risk

Decision-making：                       

思考题：
What are the differences of risk and danger？

第六章 税金与利润管理

重点：公司税金的日常管理，企业所得税的计算及缴纳，公司利润的概念和构成，公司利润的分配、考核
难点：企业所得税的计算及缴纳，公司利润的概念和构成，公司利润的分配、考核
授课内容：

Revenue and Profit Management
I. Significance
II. Distribution of retained profits(net profit/earning after taxes)

1. Contents

2. Ranking

※ Dividend Policy (p520)

思考题：

Please describe the dividend policy.
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