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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:

Assessment #5

Q1:
i- Financial management:
It is the effective use of financial resources in an organization. It handles planning, organizing and controlling the use of the funds available for business, and to help the business firm in gaining funds for its operation, and utilize them effectively.

ii- Business and personal finance differ as per following :
Business finance involves managing the firm’s internal cash flows and its mix of debt and equity financing to maximize the value of the debt and equity claims on the firm to ensure that the company can pay off its obligations when they become due.

iii- The main objectives of a financial management team :
· Preserve assets.
· Proper Credit Management.
· Increase shareholder value over time.
· Exercise good risk management in investing.
· Control costs.
· Create a plan of work that is balanced in its expenditure and in its income.
· Profit maximization through minimum expenditure of acquired funds in such a way that there is no unnecessary cost and the returns derived from the investments of the business are in the max.
· Increase wealth by making investments in projects or organization that provide a maximum return, and to ensure that the investment is safe.
· Provide adequate insurance protection against personal risk of death, disability, income loss, medical care, property and liability, and unemployment.

iv- The financial management team work to ensure the following:
· Creating a reasonable budget for the business that would clearly express the goals of the business, the finances required to achieve these goals, and the various sources of funds.
· Generating the funds for the organization either through external or internal sources and to ensure that it has enough funds to carry on its objectives.
· Ensuring that the organization does not get side tracked or bites off more than it can chew, in financial terms, i.e.: to ensure that it does not accept obligations that would require funds that are not available.
· Paying the various bills, taxes, and clears the financial obligations of the organization on time, and to ensure that enough funds are set aside for this purpose.
· Maintaining a proper and comprehensive record of the funds and the financial activities and decisions of the business. For instance, to divide funds acquired in such a way that it would please the various shareholders, and also keep enough funds for further operations, future projects, and to pay the various sources and elements of production.
· Reporting to the various heads of the organization, the avenues, current status and the use of the finances.
· Ensuring that the money is being spent in proportion with the income, and if not, to immediately rectify the expenditures.

v- Examples of external finance :
· Bank loans with best interest rates and easy installment plan.
· Customer’s deposits versus goods that require certain time to be ready and available (e.g.: construction sector and properties selling, new villas compound).
·  Direct fund from a new partner with a percentage in fixed assets and profit (e.g.: Like companies merging and acquisition).
Examples of internal finance :
· Forward sales achieved within same financial year as a new internal financial source.
· Making the use of previous achieved profit as a new internal financial source.
· Converting some value of company fixed assets ( that has minimal or no need to be used ) to a new source for internal finance.

vi- It is important to plan the finances as it would then help in effectively controlling the funds. This involves overseeing the fund distribution by making short term and long term financial plans. A financial planner creates a budget that would cover the sudden increases or hikes in prices, and create stability within the organization in spite of the many uncertainties of the financial world. For example, buying a particular investment might help pay off a mortgage faster or might delay retirement significantly. Financial managers must plan of ways to protect and to increase the business’s competitive advantage in its various target markets.

Q2:
Financial planning is the process of meeting of the goals through proper management of finance. The financial management of any organization requires a good level of planning. Financial planning deals with the sources, investment, and administration of the capital.
Financial planning begins by making a clear and researched estimation on the amount of money required to carry out the operations within a set period of time. Then, it is important to determine the sources for the funds and its competition.
Investment appraisal is the process of planning expenditures on assets in which cash flows are expected to operate further than one year. Through this, a business decides whether projects such as building a new plant or investing in a long term venture are worth pursuing. Often times, a feasible project's lifetime cash inflows and outflows are assessed in order to determine whether the returns generated meet a satisfactory target benchmark. This aspect also involves making decisions relating to the various sources of finance, the time required to acquire the funds, the type of the source of finance, the duration for which it would finance the organization, the amount that it would contribute, and the means to return the funds to the source.

Case study:
1- Examples of fixed cost: lease – machines cost.
Examples of variable cost: water & electricity bills – Sandwich components cost.

2- A) If the price of the sandwich is reduced to 1.5 GBP, the profit will decrease about 50%. The business will face troubles in covering monthly fixed cost.
B) If the Sandwich cost reduced to 70 P and selling price is same 2 GBP, The profit will increase to be 130% instead of 100% with previous bread used in the sandwich.
C) If fixed cost increases to 1100 GBP, that means the profit will decease versus cost although profit is the same. Owner should investigate increasing the profit by reducing Sandwich cost or increasing Sandwich selling price.
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