Basic Business Finance(fsmemen — 6 marks

Important topic ( mecf firwes)

- Introduction

- Features and types

- Relationship of Finance with Economics and Accounting
- Roles and Responsibilities of Financial Manager

- Ethical Concerns in Financial Decision

Introduction to Business Finance

Business finance refers to the process of planning, organizing, directing, and controlling financial
activities in a business. It involves raising funds from various sources and using them efficiently
for business operations. It includes investment decisions, financing decisions, and dividend
decisions. The main goal is to maximize profit and shareholder wealth while ensuring liquidity
and stability. In simple terms, business finance manages how money is earned and used in a
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e Effective fund management
e Decision-oriented
e Time value of money
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Types of Business Finance

Relationship of Finance with Economics and Accounting

Finance is closely related to both economics and accounting as it uses economic principles and
accounting information for effective decision-making. Economics provides the theoretical
framework such as demand, supply, cost, and market conditions, while accounting provides
financial data like profit, cost, and financial position. Finance combines both to make better
investment, financing, and operational decisions. Thus, finance acts as a link between economic
theory and accounting practice in business. ( fo@ (Finance) =t wsma (Economics) T w@n
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Finance and Economics (Relationship)

Economics provides the theoretical base for financial decisions

Concepts like demand and supply help in pricing and investment decisions
Opportunity cost helps in selecting the best alternative

Risk and return concept guides investment decisions

Economic conditions (inflation, interest rate) affect financial planning

Helps in forecasting and decision-making



In short: Economics = Theory, Finance = Application

Finance and Accounting (Relationship)

Accounting provides financial data and records

Finance uses accounting data for analysis and decision-making
Accounting shows past performance, finance plans the future
Financial statements help in investment and financing decisions
Helps in budgeting and control

Ensures proper use of funds based on financial reports

In short: Accounting = Information, Finance = Decision

Role and Responsibility of Financial Manager

A financial manager plays a vital role in managing the financial activities of a business

organization. Their main responsibility is to ensure the availability and proper utilization of

funds. They are involved in financial planning, raising capital, and making investment decisions.
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1. Ensuring availability of funds mﬁmmgﬁf%?rnﬁ)
® Financial planning (ﬁ#\waﬁma:mﬁ) 2. Proper utilization of funds eEecal Bﬁﬁmmﬁﬁ
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4. Raising capital (Joft 9ET37)
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Ethical Concerns in Financial Decision

Ethical concerns in financial decisions refer to maintaining honesty, fairness, and transparency
while handling financial matters. Financial managers must avoid unethical practices such as
fraud, insider trading, manipulation of accounts, and tax evasion (faf=r fofrmr Jfaes @R (Ethical
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\ Ethical Practices (3fae aremm)

Key Ethical Issues (s 3foes wwem)
v Transparency (ww=ffar)

Insider trading (svamsetgfes) v Honesty in reporting (whrmm zar=r)

Financial fraud/manipulation (%ﬁwaﬁw&@r/%ﬁﬂ) Fairircatment to stakeholders (s e )
Misleading financial reports (smes fafta afvae)

v Compliance with laws (et urerr)
Tax evasion (e B&)
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Importance (W2)

e Builds trust and reputation (ferame ¥ wfast fmtor ws)
e Attracts investors (enTHIerat rehfva )
» Ensures long-term success (el whrerarent Fitaraar)

e Avoids legal problems (-t TwEaT dTe FATED)



