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Marking Criteria:
 We expect the learners to write minimum one well expressed point in three lines against each allocated mark. This means one needs to write 15 lines with 5 well expressed points to get high grades for a 5 marks question.
For high grades use examples and illustrations where appropriate. 
	
Q1
I. “Financial management” is the branch of management that ensures the effective use of financial resources in order to benefit and promote the success of the organization. This involves careful financial planning and forecasting, managing cash flow, debt and equity and ensuring that the necessary budget is available to enable the organization to function effectively and make a profit.
II. In personal finance we are mostly concerned with income and expenditure and balancing these. In business finance there are additional responsibilities and several people will be involved in decision making and overseeing processes rather than just one. Business finance is concerned with making investment decisions where there is an acceptable level of risk and return, it makes decisions for example in relation to dividend payments and it manages assets, in particular current assets, to promote the work and success of the organization.
III. Examples of the main objectives of a financial management team might be:
· Control costs
· Exercise good risk management 
· Maximize profit
· Increase wealth
· Increase shareholder value
· Preserve assets
· Manage credit effectively
· Provide adequate insurance protection
· Ensure propriety and transparency in any financial matters
 iv. The financial management team share the responsibilities of finance management within the organization. Some will be involved in financial forecasting for example, capital budgeting, capital management, risk management, the business of accounting or credit management. There will be a hierarchy of responsibility and accountability that ensures all functions are covered and that proper financial checks can be carried out at all levels. In this way a series of employees can carry out effectively the financial management of an organization.

v. examples of :
	Internal Sources of Finance
	External Sources of Finance

	Profits
	Grants

	Asset sale
	Bank loan

	Personal savings
	Share Capital



vi. Financial management is an essential part of any business if it is going to be successful, profitable and ethical. The business cannot operate or progress properly without it. The business will need to acquire essential assets such as people and materials, this spending will need to be planned for and the money will need to be available to pay for this and to turn outgoings into profit.

Q2.
 The financial management of any organization does indeed require a good level of planning if the business is going to meet its goals, function well and make a profit.
Financial planning begins by making a well-researched estimation of the amount of money that will be required over a set period of time and a plan of where this funding will be sourced from. A budget will be prepared as part of this planning, detailing forecasted incomes and expenditures, building in a margin for example to cover any sudden increase in prices .Financial planners find ways to protect and increase the business’s competitive advantage in the target market. They try to spend funds with the minimum degree of waste and try to ensure the maximum return on the investment of these funds. They will determine the capital or funds required in both the long and short term and for any planned projects. They will carefully determine expenses and what the likely return would be. They would enable managers to make informed decisions in relation to investment and the distribution of profits for the greatest effect and help them to effectively control the use of current funds.
Without this level of planning the business is much less likely to be successful or be able to grow and respond to future needs and opportunities.

Case Study:

1. One example of a fixed cost would be the rent of their premises. One example of a variable cost would be cost of materials such as bread.
2. a) The breakeven point would be reduced.
b) The breakeven pint would be reduced
[bookmark: _GoBack]c)The breakeven point would increase.
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