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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.
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 Managing Finance



           Assessment # 5                                                                                                     Total Marks: 30


          Q.1. Short Questions                                                                                                                        (18)                                                                                                                             	                                                                                                            
i. Define the term “financial management” in your own words. 
Financial management is that managerial activity which is concerned with planning and controlling of the firms financial resources. Financial management comprises the forecasting, planning, organizing, directing, coordinating, controlling of all activates and applications of financial recourses. In other words it’s concerned with acquiring financing and managing assists to accomplish the overall goal of a business.

ii. How do business and personal finance differ? 
Business: Enterprises or firm is an organization that is actively engaging in commercial industrial or professional activates, It’s a company that offers goods or services for a monetary amount. 
Personal Finance: is defined as the management of money and financial decision for a person or family including investments, retirements planning and investments.



iii. What might be the main objectives of a financial management team?
The main objective of the financial management is to gather, manage, and spend money of the company effectively, so that it can gain profits and prosper, and to reduce cost to enhance profitability, of course that goes hand by hand with generating more revenue. 

iv. How does the financial management team work?
The role of the financial management team is particularly in business, is changing in response to technological advance that have significantly reduced the amount of time it takes to product financial reports. Financial managers main responsibilities used to be monitoring the companies’ finances, But they now do more data analysis and advise the management on ideas to maximize profits. They often work on team, acting business advisors to top executives.  

Financial mangers do the following:
· Creating a reasonable budget for the business that would clearly express the goals of the
Business, the finances required to achieving 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 clear 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. Give tree examples of external and internal sources of finance.

External Sources: 
1- Taking on Issuing equity or bonds to new business partners.
2- Create long-term obligation.
3- Trade Credit Business can sell the goods first and pay for them later.

Internal sources:
1- Retained profits. 
2-  Sale of stock.
3- Debt collection.      


 
vi. What is the importance of financial management in a business ?
Financial management is one of the most important responsibilities of owners and business managers. They must consider the potential consequences of their management decisions on profits, cash flow and on the financial condition of the company. The activities of every aspect of a business have an impact on the company's financial performance and must be evaluated and controlled by the business owner.

2.    “The financial management of any organization requires a good level of planning”.
 Discuss.                                                                                                                                         (7)

Financial Business planning is very important in business to achieve the goal, Planning starts with deciding what you are trying to achieve and takes this all the way through to creating a realistic plan. It should encompass all the following aspects.

· Your long-term goal. It is the purpose of your business, as your business reacts to changing circumstances to how will you keep on tracking.

· Your objectives. What would you like to achieve in the next 12 months, 24 months and 36 months, Why have you chosen these targets, Is there an opportunity you want to exploit, and why do you think it exists, What are others in your market doing,

· The strategy. How can you take best advantage of the opportunities you have identified, What are the key risks and how can you control them, What assumptions have you made and what would it help to know.

· Tactics. How will you put your strategy into action, Who will do what, when.

· Financial review. Can you afford your plans, Which tactics are likely to be the most cost-effective, How will you monitor progress.



Case Study                                                                                                                              (5)

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.
· The fixed cost example is the shop rent
· The variable cost is the price of the bread

2. What happens to the breakeven point if:

a) What The price of a sandwich is reduced to £1.50
The breakeven point will remain the same as the price of sandwich has no direct relation to the breakeven point, breakeven point is totally dependent on the cost 
(variable and fixed) .


b) [bookmark: _GoBack]A cheaper bread supplier is found, reducing the production cost to 70p 
The breakeven point is going to be reduced as the cost has dropped making the breakeven number less than before.

c) Fixed costs increase to  £1,100 per month?
The breakeven point is going to be increased, as the cost has been increased and so in return the breakeven point has been pushed up and became higher. 
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