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Introduction

There has never been a time when managers, and indeed people in general, were more exposed to a multitude of financial statements than they are today. To take just one example, millions of people are investors, perhaps indirectly, and are sent accounts and financial information relating to the companies in which they invest. Even non-financial managers are often involved in budgeting and regular financial reporting. They are expected to understand the accounts put in front of them and to contribute to the analysis and interpretation of the figures.

It is important that managers understand the principles of analysing and interpreting accounts. They will then be able to deal with such questions as:

•  Is our customer in trouble? Are we going to be paid?

•  Profits are down – why exactly?

•  Just what is gearing? And does it matter?

This book is written for managers wishing to answer these questions. By setting aside a little time each day for a week, you will greatly increase your understanding of accounts and how to interpret them.

This book has been written with reference to the law of the United Kingdom, and with reference to UK accounting standards and international accounting standards. Laws vary from country to country. Most but not all of the world uses international accounting standards. This book should be useful to all readers, but these differences should be kept in mind.

It will be a great help if you get hold of a set of accounts and examine them as explained in this book. It is likely to be more meaningful if the accounts are for a company that you know well, such as your employer. It is not difficult to obtain accounts and on Monday it is explained how this can be done.

The book contains 70 end-of-chapter questions, each with four possible answers. The correct answers are given at the end of the book. I do hope that you attempt them. If you get 60 correct, that is a good score – anything higher is exceptional.

I have enjoyed writing this book and I hope that you enjoy reading it, or at the very least find it useful. My best wishes for your future success.

Roger Mason
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