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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. 
	1.
i. 
Financial management is meaning a whole ongoing process to gather, manage and spend money of the company while it gains profits in my mind. It involves how much money has come into the organisation, where it has come from and what it was for, and how it has been spent. Its main purpose to promote the finances of the business by managing cash flows and ensure that the company will have enough asset to pay its liabilities. The financial management is financially responsible and accountable to the organisation. They are accountable and must report of the current budget and investments, financial decisions and asset managing. Segregating responsibilities are essential. This means that all financial transactions should be prepared by one person and reviewed by another. For example, if someone makes payments by cash or cheque, another person have to record this transaction, and another should have to audit this transaction (transparency).

ii. 
Business and personal finance differ in several ways. One of these is the leverage. Using any of various techniques, including borrowing money, to multiply gains, and therefore, the downside is that losses can be multiplied, too. Most businesses are using leverage at some point to build their businesses or increase their profits. It is vital to keep business and personal finances separate, however, many business owners commingle the two. Separation of the finances can be made by keeping separate bank accounts and using separate credit cards for the easier record-keeping as well as filing taxes at the end of the financial year. Accurate financial records are essential for budget and financial planning. The records will reflect all the expenses and the money required to meet the expenses. And it also helps to make decisions about financing and budget allocation.

iii. 
The main objectives of a financial management team are the profit maximisation while wealth is maximising also. 
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Objectives undertaken by the financial management can be also to preserve assets, the proper credit management, creating reserves and goodwill, increase efficiency, reduce and control cost of capital and operating risks, ensuring good risk management in investing, providing insurance protection for instance, death, disability, income loss, medical care, property and liability, and unemployment protection.
The profit maximisation could not be achieved by exploiting workers and consumers, while creating immoral practices such as corrupt practice, unfair trade etc, or while profit maximisation could lead to inequalities among the stakeholders such as customers, suppliers, public shareholders, etc.
Wealth maximisation is one of the modern and well-accepted concept because it considers the comparison of the value to cost associated with business concern (time value of money).

iv. 
Financial managers perform data analysis and advise senior managers on profit-maximizing ideas. Financial managers are responsible for the financial health of an organisation. They produce financial reports, direct investment activities, and develop strategies and plans for the long-term financial goals of their organisation. Financial managers typically:
· Prepare financial statements, business activity reports, and forecasts,
· Monitor financial details to ensure that legal requirements are met,
· Supervise employees who do financial reporting and budgeting,
· Review company financial reports and seek ways to reduce costs,
· Analyze market trends to find opportunities for expansion or for acquiring other companies,
· Help management to make financial decisions.


[bookmark: _GoBack]The role of the financial manager, particularly in business, is changing in response to technological advances that have significantly reduced the amount of time it takes to produce financial reports. Financial managers' main responsibility used to be monitoring a company's finances, but they now do more data analysis and advise senior managers on ideas to maximise profits. They often work on teams, acting as business advisors to top executives.
Source: Boundless. “The Role of Financial Managers.” Boundless Business. Boundless, 08 Aug. 2016. Retrieved 17 Sep. 2016 
They should have the skills of communication, analytical skills, attention to detail, math and organisational skills. The financial management team can work in different departments such as accounting, budget, risk, credit and capital management audit departments.

v. 
External sources are equity capital, preferred stock, debentures, term loans, venture capital, leasing, hire purchase, trade credit, bank overdraft, factoring.
Internal sources of finance are retained profits, the sale of assets and reduction or controlling of working capital.

vi. 
Financial management is vital in a business because it tells how the business is doing and why. It enables to accomplish the big picture of the organisation. A good financial management system help to manage proactively rather than reactively finances, plan ahead for financing needs-borrowing money, it provides financial planning information for investors, more profitable and efficient operation of the organisation, helps decisions.

2.
Planning is the first function or objective of the management in the process. It deals with the sources, investment, and administration of the capital. This process begins by making a clear and researched estimation of the money required to carry out the operations within a set period of time (strategic planning). Managers have to develop an annual budget in every financial year. It has to include proper and realistic estimates of the organisation’s income and expenditure and approved by the senior executives. “As with strategic planning, preparing an annual budget requires thought and analysis, although probably less consultation and dialogue, it if is to reflect adequately the organisation’s financial need for the year ahead.” It is recommended that organisations to prepare their five-year strategic plan as well. Drawing up the budget steps are: define the parameteres, identify all expenses and sources of income, code these items, transfer these items to the budget itself, consolidate the figures-establish, calculate, transfer-, calculate any surplus or deficit and analyse the results. At almost many organisation the first draft of this annual budget will reveal a gap between planned expenditure and anticipated income, however, the second draft’s difference can be zero. This is the ‘zero budgeting’.





Case Study:
1. Fix costs can be the trademark, the franchise costs, rent, insurance, etc.
Variable costs can be the ham, the chese, the sandwich wrap, etc.
2. 
a) Break-even point will be at £2,000 revenue/sales.
b) Break-even point will be at £1,538.46 revenue/sales.
c) Break-even point will be at £2,200 revenue/sales.
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