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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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Financial Management
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Q1:
i. Define the term “financial management” in your own words. Financial management within a company is the type of management that is responsible for the effective and appropriate use of financial resources within the given company. This branch of management work to organize, plan and control how funding is used for the business and also to assist in gaining funds for the company as well as effectively taking advantage of those funds. 
ii. How do business and personal finance differ? Business finance is the funding of a company which is down as the budgets of a business, the funds that go towards the bills, taxes and legal obligations, investments, resources etc. However, personal finance if the funding received from a company by an employee so it is their personal money meaning that it can be spent on anything in their own personal life opposed to the business finance going back into the business to improve it.
iii. What might be the main objectives of a financial management team? The main overall objective of financial management is to gather, manage and effectively spend the company’s money, and this is then broken down into several objectives for the FM team. They are required to provide insurance protection against personal risks; increase wealth by making investments; receive maximum profit through minimal spending of company funds; create a plan of work balancing spending and income; control costs; exercise good risk management; appropriate credit management and preserving company assets.
iv. How does the financial management team work? The functions of the financial management team are shown as six different points and these six points will then divide the management team up therefore designating certain members to specific functions, the first being financial forecasting. This is reflecting on short-term, midterm or long-term effects on the company’s cash flow therefore this is then making decisions of investments in order to see the best returns. Capital budgeting is another function of the management team, and this is deciding whether certain projects, for example building new facilities, are worth doing when taking into consideration the amount of time, money and resources put into it, Capital Management is striving to maintain sufficient levels of working capital, current liabilities and current assets to help the company track and manage cash flow. Risk management is the identifying, analyzing and then minimizing of uncertainties when making decisions regarding investments. Accounting in this department of a company includes creating financial statements, capital statement, cash flow reports and so on. These are then used to provide information on the performance of the business. And finally, credit management which is making decisions on acceptable levels of risk, terms of payment to their customers and of course, credit limits. In other words, it is the controlling and then collecting of payments for the company, from the customers.
v. Give three examples each of external and internal sources of finance.  Three examples of external sources of finance are as follows, starting with bank loans. This source of finance is common for small businesses as it gives them a sum of money to start up properly and get going, then paying the loan off as the success rate of the business goes up. Another external source is investors, these are business men or women that take an interest in the business whether it be small or big and therefore offering to invest a sum of money into the company. The final source is venture capital. This is another form of equity financing; venture capitalists offer to invest in companies that they have looked into and see promising potential for growth. The first example for internal sources of finance is investment from the owner(s) and this is clearly an investment of money coming from the owner of the company in order to help out the business whether it be to pay things of or to invest. Retaining profits is also an internal source of finance and this is when profits that are made are put straight back into the business meaning it can be used instantly to improve something within the company. And finally, the sale of stock, this money comes in from selling off unsold stock and again any profits that are made will then be put straight back into the business.
vi. What is the importance of financial management in a business? The financial management of any organization is very important, and this is because they are financially responsible and accountable to that company, it is accountable to the board of directors or head of the business therefore they must report back the current budget as well as the money that is being spent and earned. Without this management team the company wouldn’t be able to thrive as it would mean that the funding aspect of business wouldn’t be able to be closely, consistently and accurately monitored which would then result in less accurate numbers and a less organized workplace. This management team is responsible for a number of important money related jobs which all come together and work not just to keep the company going but to push it to be successful.

Q2) “The financial management of any organization requires a good level of planning”. Discuss. Financial management does require a good level of planning and this is because the financial planning is responsible for dealing with the sources, investment and administration of the capital. The planning begins by making an accurate estimation on the amount of money needed to carry out certain operations in a certain time period. It is also important to determine the source of all funds as well as planning the finances as this would then help to control the funds effectively. A budget is then created by a financial planner which would cover any sudden increases in prices therefore creating stability in the organization. The managers must also plan ways to increase and protect the competitive advantage of the business in a variety of target markets.

Assignment #5
Case Study:
1. Give one example of a fixed cost for ‘Tasty Break’ and one variable cost. The fixed cost for ‘Tasty Break’ is shown as the cost of the business itself, which is £1,000. However, the variable cost for ‘Tasty Break’ is the costs of the sandwich because it takes £1 to make each sandwich however the price charged is double in order to bring in some profit.
2. What happens to the breakeven point if:
a) The price of a sandwich is reduced to £1.50. The breakeven point increases by 25% due to the decrease in price per sandwich.
b) A cheaper bread supplier is found, reducing the production costs to 70p. The breakeven point is lowered by 30%, meaning it decreases from £1,000 to £700.
c) Fixed costs increase to £1,100 per month? The breakeven point increases by 10% from £1,000 to £1,100.
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