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Q.1.
i. Financial management is effective management of money that would benefit any organization.  It is managing your cash flow and tracking the business performance to ensure that there will be a high rate in return of investment.

ii. Business finance is a term that covers a wide range of activities and disciplines revolving around the management of money and other valuable assets. While personal finance is the financial management which an individual or a family unit performs to budget, save and spend monetary resources

iii. The main objective of the financial management is to gather, manage and spend money of the company effectively, so that it can gain profits and prosper.  Listed below are the objectives undertaken by the financial management:
· Preserve assets
· Proper credit management
· Increase shareholder value over time
· Exercise good risk management in investing
· Control costs
· Create plan of work that balanced in its expenditure and in its income
· Profit maximization through minimum expenditure of acquired funds in such a way that there is no unnecessary cost and the returns derived from the investments of the business are in the max.
· Increase wealth by making investments in projects or organization that provide a minimum return and to ensure that the investment is safe.
· Provide adequate insurance protection against personal risk of death, disability, income loss, medical care, property and liability and unemployment.
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iv. Below are the functions of financial management team:
· Financial forecasting
· Capital budgeting
· Capital management
· Risk management
· Accounting
· Credit management
v. Sample of external source of finance are equity capital, preferred stock and term loans.  While retained profits, sale of assets and reduction of working capital are some samples of internal source of finance.
vi. Financial management is important because it helps to make decisions towards the maximization of value of the firm.  The importance of financial management to a firm are as follows:
· Financial Management Helps Setting Clear Goal
· Financial Management Helps Efficient Utilization Of Resources
· Financial Management Helps Deciding Sources Of Financing
· Financial Management Helps Making Dividend Decision
The importance of financial management is not limited to the managers who make decisions in the firm. Proper financial management will help firms to supply better product to its customers at lower prices, pay higher salary to its employees and still provide greater return to investors.

2. The financial management of any organization requires a good level of planning.  Planning is one of the most important project management and time management techniques. Planning is preparing a sequence of action steps to achieve some specific goal. If you do it effectively, you can reduce much the necessary time and effort of achieving the goal.  Since there is money, time and other resources involved, it is crucial to meet the needs thru proper planning and avoid any serious issues that may arise.
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Case study
1. Based on the given scenario, ‘Tasty Break’ sandwich business fixed costs expenses that don’t change based on production or sales volume includes the salary, rent and insurance.  While the variable cost expenses that vary based on production volumes includes material, utilities and delivery costs.

2. Breakeven point of ‘Tasty Break’ sandwich business:
a) The price of a sandwich is reduced to £1.50
	Data:
	Fixed costs 
	:
	£1000

	
	Price
	:
	£1.50

	
	Variable cost
	:
	£1



	Formula:
	Breakeven point in unit
	=
	Fixed Costs ÷ (Price - Variable Costs)



	Computation:
	Breakeven point in unit
	=
	£1000 ÷ (£1.50 - £1)   

	
	Breakeven point in unit
	=
	£1000 ÷ £0.50   

	
	Breakeven point in unit
	=
	2000



b) A cheaper bread supplier is found reducing the production costs to 70p?
	Data:
	Fixed costs 
	:
	£1000

	
	Price
	:
	£2

	
	Variable cost
	:
	70p or £0.70



	Formula:
	Breakeven point in unit
	=
	Fixed Costs ÷ (Price - Variable Costs)



	Computation:
	Breakeven point in unit
	=
	£1000 ÷ (£2 - £0.70)   

	
	Breakeven point in unit
	=
	£1000 ÷ £1.30   

	
	Breakeven point in unit
	=
	769.23



c) Fixed costs increase to £1100 per month
	Data:
	[bookmark: _GoBack]Fixed costs 
	:
	£1100

	
	Price
	:
	£2

	
	Variable cost
	:
	£1



	Formula:
	Breakeven point in unit
	=
	Fixed Costs ÷ (Price - Variable Costs)



	Computation:
	Breakeven point in unit
	=
	£1100 ÷ (£2 - £1)   

	
	Breakeven point in unit
	=
	£1100 ÷ £1 

	
	Breakeven point in unit
	=
	1100
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