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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. 
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Q.1.i 	Financial Management is applying general management principals to the financial 		resources of the business.  It is planning, organising and controlling financial 			activity, utilising the funds to maintain and grow the business. 
	Q.1.ii	Business and personal finance have similar issues, such as assets, cash etc. 			Personal finance differs from business finance as it covers an individuals financial 		planning and is applicable to only themselves, whereas business finance is the 			finances of an organisation, company or group. It deals with expenses, assets, 			profit, liabilities, cash flows, cash, equities and debt, taking into account the needs 		of the business as opposed to an individual.  
Q.1.iii	The main objectives of a financial planning team would be :-
· Make good/proper financial decisions to maximize profits
· Maximize share holders profits
· Make good estimations of financial requirements to run the company and how to source finance
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· Proper utilization of finance, ensuring the finance is profitable and not to waste the finance of the company on unprofitable projects or bad investments
· Maintain a healthy cash flow, looking at opportunities to save money on bills, expenses and looking at discounts
· Control costs through good budgeting and planning

Q.1.iv	The financial management teams works by making financial decisions to ensure the 		survival of a company and maximising the value of the company for its owners.  			They look at expected costs and profits of an organisation and use these to identify 		and manage risks, whilst also looking for opportunities.
Q.1.v	
	External Sources of Finance
	Internal Sources of Finance

	Bank Overdrafts
	Retained profits

	Loans
	Sales of Assets

	Leasing/Hire Purchase
	Sale of Stock


	
Q.1.vi	Financial management in a business is very important.  It enables your business to 		make financial decisions to meet business goals.  It provides the smooth 				functioning of the business and is required for the business to grow and steer clear 		of bankruptcy.  
Q.2	“The financial management of any organization requires a good level of planning”.  		A lot of research is required to determine the amount of money needed to carry out 		operations within a certain timeframe.  It’s not something that can be done quickly 		and without any thought process or meticulous planning.  Business goals, finance 		sourcing, investment and administration of capital should be priority, also taking into 		account competitors.  There are other items to include in the financial planning, 	
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Q.2	such as, creating a budget to cover different scenarios in the uncertain financial 			world, ensuring the organization maintains stability and the business is protected.
Case Study
1. 	Fixed cost – Rent
	Variable cost – Ingredients to make the sandwiches
2.a	The breakeven point would increase if the sandwich was reduced from £2.00 to 			£1.50.  Currently, profit per sandwich is £1, so, 1000 sandwiches would have to be 		sold to breakeven.  At £1.50 the profit would only be £0.50, so 2000 sandwiches 			would have to be sold to breakeven.			
2.b	The breakeven point would reduce if production costs reduced from £1.00 to £0.70.  		Current profit is £1.00, so 1000 sandwiches required to breakeven.  New profit if 			production costs reduced to £0.70, would be £1.30.  Therefore, only 770 				sandwiches would have to be sold to breakeven (769.23 rounded up).
2.c	If fixed costs were to increase to £1100 per month, the breakeven point would			increase.  An extra 100 sandwiches would have to be sold.
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