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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. 
	Please insert your completed assignment ( in word format)  here:

Monitoring and Managing Budgets
Question 1
I. Describe cost-benefit analysis.
Cost-benefit analysis is a type of analysis that allows you to compare what an opportunity will cost you versus the expected payoff, for example; You are trying to decide between two different robots to help make widgets. 
· You would first calculate how many widgets each robot can make in an hour.
· Then calculate the value of the widgets produced in that hour.
· After that you would calculate the cost of the units to produce
· Then finally you would do, Total value – Total cost = Estimated benefit.
And this is what cost-benefit analysis is.

II. What is ISO 9001:2008?
ISO 9001:2008’s goal is to offer international standards for various types of businesses. Including manufacturing and government agencies. These standards are updated periodically, so it is always to important to make sure you keep yourself updated with the latest standards.

The ISO 9001:2008 is extremely customer focused, and that alone can be justification for committing the energy and the resources to the process, as customers are the most important thing in business.

This is also the set of standards that outlines the structure for quality management systems, customer-related processes, product design and development, purchasing processes, production and service processes, and continuous improvement.




III. Describe Break-Even point along with its formula.
Break-Even point is the point in a new idea where you start generating a positive cash flow.
Identifying the break-even point is important and a really good way to evaluate if said new idea has the ability to make money or not.
The formula of working out the break-even point is;

Break-Even Point = Fixed costs (Rent/Office equipment) + Variable costs (Materials and labor)

For example, if your break-even point works out to £20 per unit then you would have to sell your product for more than £20 per unit to generate a positive cash flow from this.

IV. What is cash turnover ratio?
The cash turnover ratio provides an indication of how often cash flow turns over to finance your sales. Generally, a cash turnover ratio should be between 4 and 7.
The cash turnover ratio can be calculated using the following formula:

Gross Sales
Current Assets – Current Debt

V. What is Debt Ratio? Explain giving an example.
Debt ratio is Liabilities over Assets, you would then multiply it the result by 100 to get an accurate percentage.

For example, BP PLC has (In millions) $276,515 In total assets and $176,111 in total liabilities (Going by their financial statement from 2017 as shown on Hargreaves Lansdown). 
This means that BP PLC had a Debt ratio of 63% at the end of 2017.

Question 2:        Discuss Net and Gross Profit Margin along with their formulas.

These two different ratios measure the amount of money that the business earns as a percentage of overall revenue.
The Gross Profit Margin considers only the cost of making the product or service, and not after paying all of the expenses. Because of this the equation looks like this

Gross Profit
Gross Sales
　
The Net Profit Margin shows everything the business has earned after selling its products and after paying all of its expenses. This is considered the more important margin between the two, and the equation for the Net Profit Margin is this:
Net profit (After interest and taxes)
Gross sales
　
The ending results of both of these margins is shown as a percentage.
For example, if we use BP PLC again, I will show what their Gross and Net profit margins are for 2017.
The first margin will be Gross Profit Margin, so it would be:
　
16,260,000,000
186,520,000,000
　
The Ratio for this would be: 8.7%
The second margin is the Net Profit Margin, so this one would be:
　
2,630,000,000
186,520,000,000
　
The ratio for this one comes to: 1.41%













Question 3:        What is the difference between Quick ratio and current ratio?
These two ratios are very similar to each other.
Starting with the current ratio; This is most likely the most common ratio used within businesses. This ratio compares assets to liabilities.
Working out this ratio can give you quick picture of what the health of a company looks like.
The formula for the current ratio is the following:
Current Assets
Current Liabilities
　
Unlike the other ratios from previous questions this ratio is not viewed as a percentage.
For example, if we take BP PLC again and use their 2017 figures the current ratio would be:
(In Millions)
74,968
64,726

The ratio for this one would then be: 1.15:1
The second ratio is the quick ratio, as previous mentioned these 2 ratios are very similar, except with the quick ratio you remove the inventory from the equation as inventory is considered to be harder to liquidate than other assets.
So, the formula for BP PLC's quick ratio would be:
　
55,957
64,726
　
The quick ratio for BP PLC in 2017 would then be: 0.8:1
(Information/figures received from Hargreaves Lansdown BP PLC financial reports for 2017)
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