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Ideal of General Manager VS Reality of Finance Manager

—— How can Finance Manager Boost the IPO?
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Since the beginning of this year, China concept stocks have
been generally questioned in NASDAQ in the United States.
Undeniably, not to mention the means of operation of “Muddy
Water Company”, Chinese companies have certain flaws in
financial management universally indeed.
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In the process of enterprises’ restructuring or listing, we’ve
asked the general managers of some companies more than once:
“At the time your company wants an [PO, who and what do you
have in mind at the first?” Usually, their answers: “We firstly
think of the finance and finance manager. Since the real business
had been already incurred, everything would be reflected by
finance; generally, general manager knows nothing about
financial process, so we need finance manger to answer our
questions.” Accordingly, it shows that finance team and finance
manager are really so important during I[PO process.
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However, is it that important to financial management?
Finance mangers give an opposite answer to this question.
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For career reasons, we often communicate with the finance
manager of companies. We heard that finance managers often
feel that they are not important in the enterprise, and the finance
team also complaints very often. They said their job is too tiring.
Lack of standardization of enterprise business frequently pushes
financial staff into a situation to “clean the shoes” for business
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department staff, which makes them disoriented and have no
sense of accomplishment.
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Why there is distinct recognition on the importance of
financial management. Here is our analysis:
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At the initial stage of enterprise’s development, general
managers naturally care more about the development of business;
but at a certain stage, if the finance manager can’t followed up
timely, it may result in a bottleneck on the development.
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The traditional concept of finance manger-focus on
accounting, neglect management- can’t be updated in time. At
the initial stage of enterprise’s development, finance managers
tend to do more works on accounting; however, the management
functions are not fully demonstrated. But, as the development of
company reaches a certain scale and degree, this concept may
result in inefficient promotion of management effectiveness. At
this time, you can’t draw the attention of general manger even if
you do accounting works so hard with suffering.
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Untimely transmission of financial management
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information and concept can not support the strategic decision-
making of general manager.
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Just imagine, how many finance managers are there
will effectively deliver the concept of Time Value of Money,
Matching of Risk and Reward, Enterprise Value Maximization
to the corporate decision-making level? If you don’t turn
your knowledge into value of the business, how does finance



represent its importance?
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On one hand, financial management is very important in
reality; on the other hand, the financial management feels they
are not being taken seriously. How to eliminate the gap between
feeling and reality? Specially, how to reflect the importance
of financial management fully in IPO process? In addition to
basically “Make correct calculation and fill in right forms”, we
suggest doing the following works well:
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For financial managers, the information collected should
not only be limited to financial information, it should also
include non-financial information which has impact on financial
information, such as industry development information, legal and
regulatory information; meanwhile, the information collected
should not only be internal information, it shall also includes
external information. Based on our experiences, generally, the
information collected at least including:
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——Industry Development Information
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Industry development information not only reveals the
past development course of the industry where the business
locates in, but also represents the future direction and prospect.
Understanding on industry information is helpful to the planning
of financial strategies, while good financial strategic planning is
helpful to promoting enterprise’s financial management to a new
high degree.
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Financial Information of Listed
Companies in the Same Industry
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For financial information of listed companies in the
same industry, you should collect not only the latest financial
information of the recent years, but also those disclosed during
IPO process; because, those information disclosed during IPO

process may include some major financial strategic arrangements
which need special attention.
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Financial Information of the Own
Enterprise
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This information is the fundamentality of the enterprise’s
IPO process, so it needs to be collected and sorted out most.
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Comparative Analysis
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The ways to conduct financial analysis are various. For [PO
companies, the most important is to do a good job of the analysis
in the following areas:
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Analysis on Enterprise’ s Financial
Information and Industrial Development
Trends
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The purpose of this analysis is to observe whether the
profitability and development of the company is coinciding with

the overall development trend of the industry or not. If not, or
even deviating from each other, an analysis must be conducted

to make clear the reasons.
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For example: During 2009 to 2010, the profitability of real
estate industry was generally higher due to economic incentive;
but in 2011, it become depressed under regulation and control.
If the profitability of was not declined but increased, then it is
necessary to analyze the specific reason.
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——Combine Enterprise’ s Financial
Information and Those of Listed Companies
in the Same Industry
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The purpose of this analysis is to find the gap between
enterprises, identify its own position, and meanwhile analyze
the differences and deficiency of the company’s financial
management.
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In fact, if we compare the enterprise’s own financial
information with those of competitors, we can not only
analyze the gap, but also find our deficiencies; and if compare
to industrial average data, we can analyze our position in the
industry and locate our financial strategic target at the same time.
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——Analysis on Financial Information
of Our Own Enterprise
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In the analysis of the financial information of our own
enterprise, we shall not only conduct comparative analysis on the
data of at least three stages before or after, but also analyze on
the profitability, credit capacity and development capacity with a
purpose of providing a basis for financial strategic planning.
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Design the Plan
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Design IPO plan and financial strategic plan suitable for
the enterprise according to the comparative analysis on financial
information. Because, there will be occurrence of a large
restructuring costs and the cost of information disclosure to the
enterprise once it enter the IPO stage. However, unsuitable plan
not only will bring great cost, but also will hurt the enthusiasm
of company’s IPO.
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Submit the Plan
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Once a practicable IPO plan and financial strategic plan
is designed, finance manager shall thoughtfully communicate
with general manger to tell his/her idea and assumption daringly,
convey the financial strategic concept to general manger
reasonably with proofs, and submit the plan to the management
for deep discussion and execution as approved by general
manager.
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Once the IPO plan and financial strategic plan is admitted,
finance manager needs to make a plan on finance related works,
and restrict and limit the business behaviors which may affect
financial strategy through necessary internal control systems.
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Just imagine, with the 5 procedures above, finance manager
can realize an easy management on finance through necessary
internal control system, get rid of tiring financial accounting, and
meanwhile increase the importance of financial management in
the enterprise. Why not do it?
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As long as financial management level was promoted,
financial strategic plan and internal control system were executed
efficiently; the importance of financial management wouldn’t be
ignored surely. And then, the dream and the reality will no doubt
be unified perfectly.
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To develop long-term development strategy, the company needs its finance team
to provide practical decision-making support from a strategic financial perspective. As it
mentioned at the beginning of this paper, financial manager should also actively enhance
their strategic wisdom and technical capacity to adapt to the needs of company’s
business development. Meanwhile, financial manager must assume their finance works
with the thought and prospective of a manager, and therefore, he/she can help general
manger to “conquer the world” when most needed, and become his close partner.
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However, Chinese economic development has a history of only 30 years since
the reform and opening-up, financial management of capital operation significance has
been valued just in recent years. For that reason, the financial management of Chinese
enterprise still remains on accounting bookkeeping and generally lack of management
capacities of strategic finance like strategic budgeting, investment and financing, as well
as mergers and acquisitions.
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On the other hand, in global capital markets, the financial management system of
both investment bank and company planning to be listed had become the most important
part of day-to-day operations and major decisions. Besides, knowledge hierarchy of
financial management and practical operation skills are also the “Crown Course” for
financial managers.
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“It is always better to teach a person how to fish than to give him some
fish.” As a professional financial consulting agency, the purpose of CPL to
offer certification trainings on Certified Management Accountants CMA is to
help more high-growth companies to train their own finance mangers, build an
international financial management team, thus providing reliable driving source
for company’s sustainable development and process of internationalization.
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