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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. 
	Assessment #5 
Q1. 
 
(i).  Define the term “financial management” in your own words. 
-  Financial Management can be defined as a branch of management that mainly focuses on the use of financial resources within a business. The main responsibilities of this department are to plan, organize and control the use of funds available for the business and assist the business in gaining funds for its operation as well as managing the company’s internal cash flow. The main goal for this management team is to promote the finances of its business, it is essential to every business as an organisation cannot work or progress without Financial Management.  
 
(ii). How do business and personal finance differ? 
- Business finance refers to the finances of a business covering issues such as profit, revenue, expenses and cash flows which is essential for any company. Whereas personal finance works in a similar way but is defined as the management of money and financial decisions applied to an individual or family including investments, budgeting and retirement planning. Components of personal finance might include checking and savings accounts, credit cards and loans. Financial and personal finance differ greatly as they involve financial management for a different number of people, and a business would not have to take younger individual's into consideration. 
 
(iii). What might be the main objectives of a financial management team? 
-  Financial management of any business is financially responsible to that business and must control the funds of the business overseeing the money that is being spent and the money that is earned. The main objectives of a financial management team are: 
· Having a clear budget in mind that expresses the goals of the business, the finances required to achieve these goals, and the various sources of funds.   
· Generating the funds for the business this could be either through external or internal                   sources to ensure that the business had enough funds to achieve its objectives.  
· Ensuring that the business does not get side tracked within the financial terms to ensure that the business does not accept obligations that would require funds that are not available. 
· To manage and spend the company’s money so that it gets the maximum profit.  
· To increase shareholder value over time.  
· To provide insurance protection, including disability, medical care and risk of death 
·  To ensure that the funds are being spent in relation to the income.

(iv). How does the financial management team work? 
-  The financial management team are responsible to monitor a company’s finances, they develop things such as direct investment activities and financial reports.  They also investigate and monitor financial details and analyse marketing in order to maximise the profits within the company. Financial management can be broken down into three major areas as follows: 
· Investment Decisions - The investment decision relates to the decision made by the investors with respect to the amount of funds to be used in the investment opportunities.  
 
· Financing Decisions – The financing decision relates to the pay-out ratio which determines the amount of earning that can be retained in the firm.  
 
· Asset Management – This means following up and managing the assets that have come into the business making sure they are dealt with appropriately.  
 
(v). Give three examples each of external and internal sources of finance. 
Internal Sources of Finance:                        External Sources of Finance:  
- Sale of Stock                                                  - Trade Credit 
- Owners Investments                                    - Bank Overdraft 
- Debt Collection                                             - Term Loans 

(vi). What is the importance of financial management in a business? 
-  Financial management is one of the most important aspects within a business, to be able to run a successful business you will need an excellent knowledge in financial management. Financial management is important within a business for various reasons, such as:  
· Assisting the business with the planning of funds. 
· Assisting the business in making critical financial decisions.  
· Helps with improving the profitability of organisations.  
· Provides economic stability. 
· Encourages employees to save their personal money. 

Q2.  
“The financial management of any organisation requires a good level of planning”. Discuss. 
- Financial management is one of the most important aspects within a business, they must consider the potential consequences of their management decisions on profits and cash flow. The profits and expenditures of a business are the key factors of keeping a company up and running, therefore a good level of planning is required. One of the main roles of financial planning is to make sure the company has enough savings, and if the savings are used to ensure they keep on top of the total. A good level of planning is also a key factor as if a business has any unforeseen situations, emergency funds can be extremely helpful. Financial planning is important for the growth of the business as it allows opportunities for expanding the company gradually.  


Case Study
[bookmark: _GoBack]  
‘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. 
-  Using the case study above, a fixed cost for Tasty Break will be the £1,000 that they have which contributes towards the producing of the sandwiches as this cost does not change over the short term. A variable cost is an expense that rises or falls in direct proportion to the production volume, an example of this for Tasty Break using the case study above would be the £2.00 charge for each sandwich, as the profits from the sale of this would change depending on the overall sale per month.  
2. What happens to the breakeven point if: 
 
a) The price of a sandwich is reduced to £1.50 
- The breakeven point is the relationship between the sales and the expenses. Therefore, using the case study above the breakeven point would increase as Tasty Break would need to increase the sales of sandwiches to make back the funds that they contributed towards producing them.  
 
b) A cheaper bread supplier is found, reducing the production costs to 70p 
- The breakeven point is the relationship between the sales and the expenses. Therefore, using the case study above the breakeven point would decrease as more sandwiches will sell at a lower cost so would take Tasty Break less time to earn back the funds used.  
 
c) Fixed costs increase to £1,100 per month? 
- Using the case study above, if the fixed cost was to increase to £1,100 per month the breakeven point would stay the same as the extra money would then be contributed towards producing more sandwiches, meaning Tasty Break would potentially have more sandwiches to sell.  
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