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Q.1 Short Questions:

i. Define the term “financial management” in your own words.
1. This is the planning, organizing, directing and controlling of financial resources in an organization. Managing finances can help a business achieve its objectives and maximize its value.


ii. How do business and personal finance differ?
2. The difference between business and personal finance is the leverage. This involves the gains and losses that lead a business/person into serious consequences. Leverage includes borrowing money and using it derivatives. For example if a person borrows £ 2000 with intent to buy stocks or share in the market if the stocks go up he would make profit but if the stocks go down he will loss the profits and end up into multiplied losses. This can result into personal property getting lost. But in a business with have multiple shareholders and most companies use leverages at some point to either build their businesses up rapidly or increase their profit margin. But if this fails in the business world not much damage is made. And everyone is still free to go back home. This can only cause the company to shut down.


iii. What could be the main objectives of a financial management team?
· Management team’s objectives are to insure that the company spends money effectively, so that profits can be gained. Most financial management teams objectives are to:
· Preserve assets.
· Proper Credit Management.
· Exercise good risk management in investing.
· Control costs.
· To create a plan of work that is balanced in its expenditure and in its income.
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iv. How does the financial management team work?
· The financial management team is the financial like back bone of a business. Mostly when it comes to making profits, sharesholders and spending of company funds it’s their responsibility to insure that none of the funds are misused. A financial management team work is to paln, organize and control the use of funds available for the business to help it gain more funds.

v. Give three examples of external and three for internal sources of finance.

· external sources are;investors,lenders ,Grants
·  internal sources are; current assets, Retained earnings, Personal savings

vi. What is the importance of financial management in a business?
· Importance of a financial management in a business is to control the company funds and to identify any financial ricks that can lead to the companies down fall.

2. “The financial management of any organization requires a good level of planning”.
· For a business to progress and make profits it should have a good financial management team. The teams main takes is to look at the financial forecasting, capital budgeting, capital management and credit management, accounting and risk management. Any organization requires a good level of planning for it to proceed. This means for any business to move forward it needs proper financial funding. Financial planning deals with the sources, investment and administration of the capital. Financial planning begins by clear and researched estimation on the amount of money required to carry out the operations within a set period of time. A good financial manger has the following objectives in mind;

· To determine the capital or the funds required in both, long term as well as short term projects. This means determining the expenses on the various factors of production for all projects. For instance the changes that may occur in the cost and the market of various units of production, and the expenses required for the functions aside from production.

· Irrespective of the organization’s funds being scarce or plenty, the funds must be spent in such a way that there is no wastage and that there are maximum returns on the investment of these funds.


· To create a system or a policy which deals with the efficient and planned distribution of profits, and makes decisions on where, why and how many funds go to various parties, and controls the current funds.



Case Study
‘Tasty Break’ the sandwich business, has fixed costs of £1000. The cost to produce a sandwich is £1 and the price charged for each sandwich is £2.

1. Give one example of a fixed cost for ‘Tasty Break’ and one variable cost.

· Fixed cost for Tasty Break is £1000.
· Variable cost for Tasty Break is £2 per sandwich.


	                                                                                       

2. What happens to the breakeven point if:

a) The price of a sandwich is reduced to £1.50
· the company will experience major profit losses  
b) A cheaper bread supplier is found reducing the production costs to 70p?
· The company’s profit margin will increase. The will be able to save an extra 30p.
c) Fixed costs increase to £1100 per month
· This means tasty Break can produce more sandwiches’s and make reasonable profits at the end of the month. 





Assessment 5 Total Marks: 30
Q.1 Short Questions: (18)
i. Define the term “financial management” in your own words.
ii. How do business and personal finance differ?
iii. What could be the main objectives of a financial management team?
iv. How does the financial management team work?
v. Give three examples of external and three for internal sources of finance.
vi. What is the importance of financial management in a business?
2. “The financial management of any organisation requires a good level of planning”.
Discuss. (7)
Case Study (8)
‘Tasty Break’ the sandwich business, has fixed costs of £1000. The cost to produce a sandwich is
£1 and the price charged for each sandwich is £2.
1. Give one example of a fixed cost for ‘Tasty Break’ and one variable cost.
2. What happens to the breakeven point if:
a) The price of a sandwich is reduced to £1.50
b) A cheaper bread supplier is found reducing the production costs to 70p?
c) Fixed costs increase to £1100 per month
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