[image: BOLC_Logo]                                                                  
 (
   
Assignment Cover Sheet
)



	Student Name:
	Husam Hasan Mahmoud Atmeh

	Student Number:
	2540

	Course:
	Business administration/MANAGING FINANCE

	Assignment NO:
	5



 
	
i. Define the term “financial management” in your own words. 
Am sure it’s part of management that include all resources to be effective use , also everywhere in our life needs financial management , example : at home if we don’t have plan, organize or control the expenses will lose too much money or fail to manage the financial sources  .

 ii. How do business and personal finance differ?                                                                                                               FacebookTwitterGoogle+LinkedinMore
2There are a lot of tactics that work well in both the personal finance world and the business world. Cutting your spending works in both worlds if you do it in an intelligent way. Investing in resources that will last for a long time is a good tactic in both worlds.
However, there are things that work in business finance that don’t really work in personal finance. 
	
 Leverage, for those unaware, refers to any technique that can be used to multiply gains – but, if it fails, it also multiplies losses. Examples of leverage include borrowing money and using derivatives.

On the other hand, if you use leverage in your personal life and it fails, you lose a lot of those things. People that you owe money to personally will come after your assets. If you’ve leveraged your home (via a mortgage) and can’t pay the bills, they’ll repossess your home. If you’ve leveraged your cars (via a car loan) and can’t pay the bills, they’ll repossess your car.

 
iii. What could be the main objectives of a financial management team? 
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. Here are the objectives:
a) Preserve assets.
b) Proper Credit Management.
c) Increase shareholder value over time.
d) Exercise good risk management in investing.
e) Control costs.
f) Create a plan of work that is balanced in its expenditure and in its income.
g) 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.
h) Increase wealth by making investments in projects or organization that provide a maximum return, and to ensure that the investment is safe.
i) Provide adequate insurance protection against personal risk of death, disability, income loss, medical care, property and liability, and unemployment.


 
iv. How does the financial management team work? 
“Not finance. Not strategy. Not technology. It is teamwork that remains the ultimate competitive advantage, both because it is so powerful and so rare. In today’s corporate environment, it appears the team – not the individual – holds the key to business success showing that teamwork is truly powerful. Effective teamwork is the spark which will lighten the path of organizations towards excellence.
All financial Management companies are regulated by the Financial Services Commission Mauritius and thus, have many common aspects.  The objectives were: 
1) to assess the existing level of team coordination; 
2) to identify the reasons for lack of team coordination; 
3) To suggest ways to enhance team effectiveness based on the knowledge of this study’s empirical results.


 
v. Give three examples of external and three for internal sources of finance 
All businesses need money. Where the money comes from is known as 'sources of finance'. Now there are two different types of sources of finance: internal (finance from inside the business) and external (finance from outside the business). New businesses starting up need money to invest in long-term assets such as buildings and equipment. They also need cash to purchase materials, pay wages, and to pay the day-today- bills such as water and electricity. In-experienced entrepreneurs (or social entrepreneurs) often underestimate the capital needed for the everyday running of the business. Generally, for every £1000 required to establish the business, another £1000 is needed for day-to-day needs. This is why sources of finance is crucial for any business.
1-Internal Sources of Finance
· Existing capital can be made to stretch further. The business may be able to negotiate to pay its bills later or work at getting cash in earlier from customers; the average small firm waits 75 days to be paid (i.e. two and a half months); if that period of time could be halved; it would provide a huge boost to cash flow.
· Profit! Over 60% of business investments comes from reinvested profit. 

2-External Sources of Finance 
[bookmark: more]If a business needs to generate more finance and can't internally, they may seek for external sources of finance. There are two types: loan capital and share capital



 
 
vi. What is the importance of financial management in a business? 
If we plan to go big with the business, we can never neglect the importance of Financial Management. It is an essential tool that is required to move ahead with your expansion plans. Generally, this critical aspect is disregarded because the entrepreneurs are unaware of its advantages and uses. Financial reports can help aid in making important future decisions. If you have a solo or micro business, then it is not imperative to make use of Financial Management. But as I mentioned earlier, if you plan to make it big in the world of business and commerce, you should make Financial Management your forte!
Accounting and Financial Reports - It is very important to keep track of the company’s origin and its past history, particularly an account of the money that has been spent. When we analyze the financial reports, we will be aware of all the spending and expenses accurately. The earnings from specific services, product lines and sales staff - all will come into clear focus once you have gone through the financial reports. This will help us to manage your expenses and marketing accordingly.
Financial Ratios - These ratios gives us  all the information that we need to know about the business. Moreover, it is very easy to calculate. This way we  can compare your company's standard with others. Financial ratios are not essential but it can point out your faults.
Research - A little bit of research on the expenses managed by other companies will help you manage yours better and your bottom line could increase. You might need to tweak the procedures, alter operations, streamline competencies or shake up the staff for a better performance. Analyzing the financial ratios will guide you towards the area you are most weak in so that you can develop a strategy to enhance the efficiency of your business.
Financial Statements - All the patterns in your expenses are exposed with the help of Financial Statements. Sales Trends comes into attention whether impacted by the season, changing consumer taste or other factors. This helps you to manage your inventories better, staff levels and sales promotions. Variable expenses and unusual or unauthorized expenses can be monitored with the help of Financial Statements. This will aid you in occasions of theft, embezzlement or other questionable activity before the stakes become too high. Economic highs and lows affect all companies and these periods of change is a test for all. Some stumble, some even fail and there are some who stand unscathed. But the economic growth of all companies is affected collectively. Sometimes the growth is totally unplanned and the expansion occurs due to some external factor which can range from landing a large account to just finding a great deal on a second location space. Always remember that without proper and concrete planning, no business can survive.



 
 
2. “The financial management of any organization requires a good level of planning”. Discuss. 

Private and public organizations have experienced significant changes in recent years in both size and complexity. As a consequence, the management process has become more difficult, requiring greater skills in planning, analysis, and control--skills aimed at guiding the future course of organizations faced with accelerating rates of evolution in technical, social, political, and economic forces
    In theory, the objectives of financial planning and management are quite simple--they are difficult only in practice ,  
The primary objective of financial planning and management is to maximize benefits for any given set of resource inputs.
A view of the future is required before any plan can be formulated. This forecast lays out explicitly and implicitly the political, economic, and environmental conditions that are likely to affect the programs and activities of the organization. Sound professional judgment is an essential ingredient in the development of forecasts because of the difficulty in predicting future conditions and events.


Financial managers must also be concerned with the long-term asset requirements of the organization. A prime function of financial management is to identify the resources required to attain the overall objectives of the organization. A financial plan is a key ingredient in the long-term strategies of any organization. The main purpose of financial planning is to project resource requirements for specific time periods and to identify the likely sources of the funds needed.

Financial management must identify the magnitude of future needs, determine the timing, and negotiate with potential sources of external capital. Decisions of whether to engage in short-term bank borrowing or long-term bond issues are dependent on cash flow expectations, capital structure determination, and cost-of-capital considerations. To discharge these functions effectively, financial managers must be sensitive to macro-economic developments that may influence the availability and cost of the capital to be acquired. 

 
 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. 
A fixed cost is a cost that does not change over the short-term, even if a business experiences changes in its sales volume or other activity levels, Tasty Break’ the sandwich business cost £1000.
The reverse of fixed costs are variable costs, which vary with changes in the activity level of a business, Examples of variable costs are direct materials, piece rate labor, and commissions, The cost to produce a sandwich is £1 and the price charged for each sandwich is £2 are variable costs.
2. What happens to the breakeven point if: 



a) The price of a sandwich is reduced to £1.50 .
‘Tasty Break’ has amazing reduction because the sandwich will disappear quickly. he will sell more quantity with great profits.
 
b) A cheaper bread supplier is found reducing the production costs to 70p? 
[bookmark: exhibit_4]A change in the price of a good causes a change in the quantity supplied. However, other factors affect supply. A change in one of these other factors leads to a change in supply. The factors that affect supply include the state of technology, the prices of resources used to produce the good, the prices of alternative goods, producer expectations, and the number of producers. The last two have effects very similar to those discussed for demand

) Fixed costs increase to £1100 per month 
When fixed costs rise, you can also try to make up the difference from the variable-cost side rather than the revenue side; sure they will sell his product in product at a higher price or with cheaper ingredients, or both.
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