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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. 
	i. Define the term “financial management” in your own words.
· Financial management is strategically planning how a business should earn and spend money. This includes decisions about raising capital, borrowing money and budgeting. Financial management also involves setting financial goals and analyzing data.
ii. How do business and personal finance differ?
· One of the biggest differences between business and personal finance is how leverage can, and should, be used. In the finance world, leverage essentially refers to using borrowed funds to invest — hoping that the financial payoff will be larger than the potential interest.
iii. What could be the main objectives of a financial management team?
· The paramount objective of financial management is maximizing the shareholders' wealth. That is, the basic objective of financial management for a company is to opt for those financial decisions that prove gainful from the point of view of the shareholders.
iv. How does the financial management team work?
· Financial management is all about monitoring, controlling, protecting, and reporting on a company's financial resources. Companies have accountants or finance teams responsible for managing their finances, including all bank transactions, loans, debts, investments, and other sources of funding.
v. Give three examples of external and three for internal sources of finance.
· Bank Loans: One common external source of finance is bank loans. Businesses can borrow money from banks to fund their operations, expansion, or other financial needs.
· Venture Capital: Another external source of finance is venture capital. Venture capitalists are investors who provide funding to startups and small businesses in exchange for equity ownership.

Crowdfunding: Crowdfunding has emerged as a popular external source of finance in recent years. Through online platforms, businesses can raise funds from a large number of individuals who contribute small amounts of money. 
Internal Sources of Finance:
· Retained Earnings: Retained earnings are profits that a company keeps and reinvests in the business rather than distributing them to shareholders as dividends. This is a common internal source of finance used by businesses to fund their operations or growth initiatives.
· Sale of Assets: Businesses can generate internal funds by selling assets they no longer need or use. This could include selling equipment, real estate, or other assets to raise capital for various purposes such as debt repayment or investment in new projects.
· Personal Savings: For small businesses or startups, personal savings of the owners or founders can be a significant internal source of finance. By investing their own money into the business, entrepreneurs demonstrate commitment and confidence in the venture.
vi. What is the importance of financial management in a business?
To have a successful business, it is necessary to have a financial management system in place. A financial management system will aid in record keeping, identifying issues, and measure success by looking at the financial information of the business.
The financial management of any organisation requires a good level of planning”.
Discuss.
The financial planning in the organization is a task which determines in which way the organization is going to achieve its strategic goals. Usually, the organizations prepares financial plan after the establishment of the vision and the goals that it would like to achieve by its operation.
CASE STUDY ANSWER : -
 Fixed Cost Example: One example of a fixed cost for ‘Tasty Break’ could be the rent for their store location.
Variable Cost Example: The cost to produce a sandwich, which is £1 in this case.
Now, let’s analyze the impact on the breakeven point for ‘Tasty Break’ under different scenarios:
a) If the price of a sandwich is reduced to £1.50:
The breakeven point will change because both the revenue and variable costs per sandwich are affected. The new price of £1.50 will result in a lower contribution towards covering fixed costs for each sandwich sold. To reach the same breakeven point, ‘Tasty Break’ would need to sell more sandwiches.
Breakeven Point Formula: Fixed Costs / (Price - Variable Cost) Original Breakeven Point: £1000 / (£2.1 - £1) = 500 sandwiches New Breakeven Point: £1000 / (£1.5 - £1) = 500 sandwiches
b) If a cheaper bread supplier is found, reducing the production costs to 70p:
In this case, the variable cost per sandwich decreases, which means the breakeven point will be reached faster since more of the revenue goes towards covering fixed costs.
New Breakeven Point: £1000 / (£2.1 - 0.7) = 480 sandwiches
c) If fixed costs increase to £1100 per month:
With the increased fixed costs, the breakeven point will also increase as more sandwiches need to be sold to cover the higher expenses.
New Breakeven Point: £1100 / (£2.1 - £1) = 550 sandwiches
In summary, the breakeven point for ‘Tasty Break’ changes under different scenarios due to the impact on both revenue and variable costs.
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