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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:


Q.1 Short Questions:         (18) 
 
i. Define the term “financial management” in your own words. 
The understanding of Financial Management can be defined as a department or branch of management within an organisation that primarily deals with the effective use of financial resources. The department will aim to plan, organize & control the use of financial funds & budgets available to the organization whilst also aiding the business in gaining financial support & funds to further assist the businesses objectives and to utilize them to the best possible effect. The end goal of this management team is to promote business finances and further progress the businesses financial prospects.

ii.  How do business and personal finance differ?
Business finance focuses upon income generation, budget management, investment opportunities and the goal of further improving the business financial status that further promotes the business within its industrial or commercial sector. Personal Finance refers to the individual and financial steadiness to ensure income earned can be spent on essential elements or luxury, in general terms for the benefit of the individual. Personal finance is the financial management which an individual or a family unit performs to budget, save, and spend monetary resources over time, considering various financial risks and future life events. The business financial world essentially focuses on the longevity of the that business, its operations and its future financial prospects.

iii. What might be the main objectives of a financial management team?
The financial management team’s main objective is to gather, manage & spend money from the business both effectively and considerately so that profits are maximised, and losses are minimal. The objectives are listed as follows: 
· Preserve company assets.
· Implementation of proper credit management. 
· Aim to increase shareholder value over time. 
· Exercise & implementation of good risk management strategies.
· Control budgets & costs. 
· Create a plan of work that is balanced in both its expenditure and in its income.
· Profit maximization through minimum expenditure of acquired funds, ensuring that there are no unnecessary costs to fulfil and returns from investments are maximised. 
· Increase wealth by making investments in projects or organizations that provide a solid & sound basis & business model that will maximum return and ensure that any investments into such projects etc is safe. 
The provision of 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?
The financial management team is financially responsible for and accountable to the organization and is accountable to the board of directors, Chief Executive and must report on how the organizations money is being spent etc. Many companies will employ a resources manager to oversee all financial operations and working practices. The team works to achieve this by carrying out the following responsibilities: 

· To create a reasonable & sustainable budget for the business that expresses the goals of the business, the finances required to achieve these goals, and the various sources of funds in addition to this. 
· Generate funds for the organisation either through external or internal sources and to ensure that it has enough funds to carry on its objectives.
·  Ensure that the organization does not overspend and puts measures in place to forecast spending both annually and quarterly to enable it to track spending more accurately.
·  Responsibility in paying the various bills, taxes, and clear the financial obligations of the organization on time and ensure that enough funds are set aside for this purpose. 
· Maintain proper & comprehensive records of the funds, income, expenditure, losses and the financial activities and decisions of the business. 
· Report to the senior management & business manages within the organisation, the current status and the use of the finances & where possible evidence the impacts upon the business. 
· Ensuring that expenditure is in proportion to income and budgets set periodically and if issues present themselves to rectify these immediately.

v. Give three examples each of external and internal sources of finance.
External:
· Leasing - renting a piece of equipment or machinery to aid the business operations.
· Loans – to aid the business in either further premises investment or equipment/people investment.
· Venture Capital - Usually want to contribute to the running of the business – bring in new experience and knowledge.
Internal: 
· Existing capital investment – capital budgeted to stretch further.
· Profits – from income generated through business operations with clients.
· Sale of assets – to raise required cash if needed for longevity of the business.

vi. What is the importance of financial management in a business? 
The importance of financial management within any business is to ensure that income is generated to make the business profitable, discover new investment avenues, form new partnerships with shareholders & investors to further improve the businesses long term prospects. The Financial Management team also holds the responsibility to monitor the company’s losses and develop strategies to either prevent this or recover this if it ever occurs. The team will look at decisions which aim to benefit the business long term and ensure that it remains an investable asset. The team will plan and strategies for the future and manage business capital investment to ensure funds are both raised and spent in the right areas with minimal loss.
 

2. “The financial management of any organisation requires a good level of planning”.  Discuss.          (7) 
Good financial management is an essential element that forms an integral part of the short & long term success & longevity of any business. What’s the main element of any successful business? Without sound financial guidance, many businesses will fail to capitalise on many financial opportunities whether it be investment from shareholders or the mere planning of the annual budgets, without sound management, those elements of the business operation can have a detrimental effect upon the business, lead to financial losses, debt or loss of business. How do finance influence this? The financial team of the organisation will look to plan as such so that financial spend is directed and prioritised to the areas that require it most, ensure that financial wastage is limited or where possible eliminated altogether, and that there are maximum returns on money spent, looking at ways of improving the organisations position within its specific market against its competitors. They will make decisions based upon business models designed to earmark where financial spend will be most beneficial and act upon the business needs in this area e.g. further capital investment in its equipment (upgrade current equipment or the purchase of new equipment to aid in the increase of product production), they may also determine that a quality manager be taken on board and necessary funds raised to fund this new position with the long term goal of improving on production & product quality of which improves upon customer satisfaction, encourages further consumer purchases, increases income, manages waste and improves overall quality  more effectively. All of these aspects would not be possible without sound financial planning.
 
 Case Study            
‘Tasty Break’, the sandwich business, has fixed costs of £1,000. The cost of producing 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 £1,100 per month? 

1. - Fixed cost - Depreciation. This is the gradual charging to expense of the cost of a tangible asset (such as production equipment) over the useful life of the asset, e.g. kitchen equipment used to make the sandwiches.
- Variable cost – Direct material - Direct material is all of the physical items built into a product e.g. sandwich fillings required to make the final product.
2. 
a) The breakeven point will remain the same, however the sandwich shop will need to sell more sandwiches to meet the breakeven point.
b) The breakeven point will decrease as cost of purchase of materials has reduced, however sales charges remain the same.
c) The breakeven point will increase as the fixed costs have increased, staffing, production, bills etc still need to be accounted for.
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