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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:

i. Financial management is an extremely important function in any business that deals with and analyzes funds and investments for a company to help make better decisions. Financial management involves planning, organizing, directing and controlling the financial activities such as procurement, investments and utilization of funds of the company. It means applying general management principles to financial resources of the company to ensure business continuity and prosperity. 

ii. Business and personal finance differ in several ways:
· Business finance refers to the finances of organizations. It addresses issues such as (1) revenue, expenses and profit; (2) assets, liabilities, cash flows and net worth; and (3) within assets and liabilities, cash, equities and debt.
· Personal finance deals with similar parameters, but applied to an individual’s financial position. Key issues include an individual’s (1) assets, liabilities, and net worth; (2) asset mix, such as equities, bonds, cash, and real estate; (3) retirement planning; (4) risk, including risk of individual asset classes, and ability to meet obligations under a short or long-term disability, job loss or catastrophe; (5) insurance coverage to address risk; and (6) small business financial planning.
· Business finance decisions can usually be made more rationally and scientifically than personal finance decisions. Another key difference is that business finance decisions are usually collaborative and not only the result of one person or family coming to conclusions.

iii. The main objectives of a financial management team would evolve around gathering accurate financial data, analyzing risks and possibilities of investments as well as managing the incoming funds and how it is being spent effectively by the company. They must make sure that financial decisions taken by the company are well investigated by providing accurate and sufficient protections for the company and guarantee gaining profits as well as preserving assets and increasing shareholder value. They are also responsible of forecasting budgets for companies and monitoring financial performance closely against the forecasted budget. 

iv. Financial Management team works on two main roles: 
· Accounting and reporting
· Strategic financial management
It manages the preparation of balance sheets, financial statements, cash-flow reports, day-to-day record keeping and reporting, including all payroll, accounts payable and receivable.
It also manages and conducts all internal audits and controls, and tax and reporting functions. It makes sure that the organisation is in line with regulations and is in good financial health. 
v. Examples of Internal Sources of Finance:  
Sale of Stock, Sale of Fixed Assets, Retained Earnings and Debt Collection.
Examples of External Sources of Finance: 
Financial Institutions, Loan from banks, Preference Shares, Public Deposits, Lease financing, Trade Credit.

vi. Financial management is extremely important for the development of any business. As a business grow and mature, it will need more funds to finance its growth. Planning and budgeting for these financial needs is crucial. Deciding whether to fund expansion internally or borrow from outside lenders is a decision made by financial managers. Mitigating risks of potential investments would be a key to a successful decision and this is done under that umbrella too. Financial management is also fundamental for increasing the wealth of the investors and the business concern. The main aim of any business concern is to achieve maximum profit and higher profitability leads to maximize the wealth of the investors as well as the business. 

Q. 2: The financial management of any organization requires a good level of planning. Financial planning helps you determine your short and long-term financial goals and create a balanced plan to meet those goals. There are many reasons why financial planning is required for a healthy financial management system like the following: 
· It's possible to manage income more effectively through planning. Managing income helps you understand how much money you'll need for salaries, tax payments, other monthly expenditures and savings. 
· Increase cash flow by carefully monitoring your spending patterns and expenses. Tax planning, prudent spending and careful budgeting will help you keep more of your hard earned cash.
· An increase in cash flow can lead to an increase in capital. Allowing you to consider investments to improve the organization’s overall financial well-being. 
· A proper financial plan considers the organization’s current circumstances, objectives and risk tolerance. It acts as a guide in helping choose the right types of investments to fit your needs and goals. 
· Better financial understanding can be achieved when measurable financial goals are set, the effects of decisions understood, and results reviewed. Giving you a whole new approach to your budget and improving control over your financial decision.
· Assets are crucial for any business, but many assets come with liabilities attached. It becomes important to determine the real value of an asset. The knowledge of settling or canceling the liabilities, comes with the understanding of your finances. The overall process helps build assets that don't become a burden in the future.

Case Study: 

1. A good example of a fixed cost for “Tasty Break” would be the rent of their shop. The salary of staff as well as license fees and insurance expenses would be fixed cost too. As for examples of variable costs for “Tasty Break”, that should include cost of all raw materials that are needed for food production as well as credit card fees, hourly wedges.

2. To answer the question we have to calculate the breakeven point and the Gross Profit Margin in each case. 
Breakeven point = Fixed cost ÷ Gross profit margin. 
Gross profit margin = Revenue – cost of Goods sold ÷ Revenue. 
What happens to the breakeven point will be as follows: 
a) When reducing the price of the sandwich the revenue will decrease and the breakeven point will increase.
b) When we get a cheaper supplier of bread the revenue will increase due to the cost decrease and the breakeven point will decrease.
c) When our fixed cost increase this will decrease the revenue and increase the breakeven point.  
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