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PREFACE

WHY THIS BOOK?

In the late 1970s, as I was starting my career, I came across an article that
identified the traits a chief executive officer was looking for in a chief finan-
cial officer. Since I had already set my sights on becoming a CFO, I jotred
down the key takeaways from the article, something that I developed a
habit of doing over my career and continue to this time. Unfortunately,
I did not note the article, publication, or CEO to give them credit here or
to recognize the soundness of the points articulated in the article. Here is

a copy of my notes, that I have retained to this day:
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" Preface

Each of these recommendations has proven to be true in my experi-
ence. Of course, this assumes that financial controls and reporting are also
well executed. CFOs and finance teams must be able to develop, evaluate,
and assist in achieving planned and forecast results. The phrase “dispas-
sionate, hard headed analysis” struck and stuck with me. Financial plan-
ning and analysis (FP&A) must be impartial and objective. Finance teams
must be prepared to identify and expose both problems and opportunities,
often in a hardheaded way. CFOs and their teams must strike a balance
between focusing on the cost model and directly and indirectly contribut-
ing to growth. “Kinship” refers to a trusted adviser and partner relation-
ship with the CEO. And of course, finance must be viewed as a mem-
ber of the team, supporting and executing to achieve the organization’s
objectives.

It is interesting that three of the four characteristics speak directly to
FP&A. Throughout my 40-year career, I have found that FP&A is one of
the most important roles the finance team plays. I became a student
of financial analysis early in my career and can directly attribute attaining
my goal of becoming a CFO in large measure to a strong focus and
emphasis on FP&A throughout my career.

I define FP&A very broadly, as evidenced by the scope of this book.
FP&A draws on several academic areas, including managerial accounting,
financial accounting, finance, and operations and process management,
as well as new disciplines in analytics and data visualization. Today the
FP&A organization is called upon to lead the development of plans and
projections, evaluate trends and variances, evaluate complex investment
decisions, and value and increase the value of the enterprise and acquisition
candidates, among many others.

Even with the broad scope and increasing importance of FP&A, there
are very few resources available to analysts and FP&A departments. The
objective of this book is to address that void by providing a comprehensive

and practical guide to FP&A.
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USING THIS BOOK

The book can be utilized in three ways. First, it can be read from cover to
cover by those deeply involved in all facets of FP&A. Second, many readers
may peruse the entire book and then focus on a couple of specific areas of
interest. Finally, my hope is that the book will be retained for use as a future
reference.

This book is organized into five parts:

Part One: Fundamentals and Key FP&A Capabilities

Part Two: Performance Management

Part Three: Business Projections and Plans

Part Four: Planning and Analysis for Critical Business and Value

Drivers
Part Five: Valuation and Capital Investment Decisions

Part One: Fundamentals and Key FP&A Capabilities

Part One provides a review of fundamentals of finance and key analyti-
cal tools. It also covers important FP&A capabilities, including developing
models, building analytical capability, and presenting and communicating

financial information.

Part Two: Performance Management

Part Two provides an introduction to performance management and best
practices in developing key performance indicators and dashboards. It also
provides guidance on institutionalizing performance management — that s,
integrating it with other management processes. Additional topics include
the measurement of innovation, agility, and human capital, as well as apply-
ing performance measurement to external forces, including benchmarking

and competitive analysis.
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Part Three: Business Projections and Plans

Part Three covers best practices in developing projections and plans. Topics
include budgets, operating plans, rolling forecasts, business outlooks, and
long-term projections. Special attention is given to techniques to deal with
the uncertainty and rapid change that exist in the twenty-first century.

Part Four: Planning and Analysis for Critical Business
and Value Drivers

Part Four covers techniques for planning, analyzing, and improving on key
performance drivers: revenue growth and margins, operating effectiveness,

capital management, and the cost of capital.

Part Five: Valuation and Capital Investment Decisions

Part Five addresses business valuation, value drivers, and analysis of merg-
ers and acquisitions. In addition, the evaluation of capital investments is
covered, from basic concepts through advanced topics such as dealing with
risk and uncertainty.
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