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LECTURE 1 

REVIEW OF BASIC CONCEPTS
CHAPTER REFERENCE – CHP 1
Q. WHAT IS FINANCE
Q. WHAT IS THE GOAL OF A FINANCIAL MANAGER?

Q. WHAT IS CORPORATE FINANCIAL MANAGEMENT

Corporate financial management involves planning for, acquiring, and utilizing funds in order to maximize the value of the firm efficiently and effectively.  Corporate finance decisions determine company’s successes and failures today and tomorrow for corporations.
Perspective of Finance

· Past 
 – Financial Statement Analyses

· Present   – Short-Term Financial Management

· Future 
 – Capital Budgeting

Forms of business organizations 

Single ownership  
partnerships
corporations

What are the two different types of partnership agreements?

What is a corporation? What are the articles of incorporation?

What is double taxation? 
The basic structure of the corporate tax code –

1. Encourage firms to expand

2. Encourage firms to borrow

3. Encourage firms to invest in capital markets

Regardless of their legal form, ALL BUSINESSES can earn two types of income –

ORDINARY INCOME – is income earned through the sale of goods or services

CAPITAL GAIN – the amount by which the sale price of an asset exceeds the asset’s initial purchase price

CORPORATE TAX RATE SCHEDULE

	INCOME RANGE
	BASE TAX
	+ MARGINAL RATE X AMOUNT OVER BASE BRACKET



	$0 -$50,000
	0
	15% X amount over $0

	$50,000 – 75,000
	7,500
	25% X amount over 50,000

	$75,000 – 100,000
	13,750
	34% X amount over 75,000

	$100,000 – 335,000
	22,250
	39% X amount over 100,000

	$335,000 – 10,000,000
	113,900
	34% X amount over 335,000

	OVER $ 10,000,000

	3,400,000

	35% X amount over 10,000,000




How does the system of corporate taxation work in Bangladesh? What are the differences?

AVERAGE TAX RATE – a firm’s taxes divided by its taxable income.

MARGINAL TAX RATE – the rate at which ADDITIONAL income is taxed

INTEREST INCOME – any interest received by a corporation is included as ordinary income.

DIVIDEND INCOME – Dividends that a firm receives on common and preferred stock held in other

corporations and representing less than 20% ownership in them are subject to a 70 % exclusion for tax

purposes. ONLY 30 % OF DIVIDEND INCOME IS TAXED.

TAX DEDUCTIABLE EXPENSES – Operating expenses and interest expenses

DIVIDEND EXPENSE VS. INTEREST EXPENSE

