HIGHER BUSINESS MANAGEMENT

CLASS/HOMEWORK 2
MANAGEMENT OF FINANCE
Role of Finance

	1. 
	Describe the role of the finance department in meeting the expectations of HMRC (Inland Revenue).
	2



	2. 
	Explain the role of the Finance department in an organisation.
	4


Sources of Finance and Assistance

	1. 
	Describe 4 different sources of long term finance available to a private limited company. 

	4

	2. 
	Pick any 3 sources of finance given in your previous answer and discuss the advantages and disadvantages to a business of using each source.
	6


Cash Flows and Cash Budgets
	1. 
	Explain why managers use cash budgets. 

	4

	2. 
	Describe the reasons a profitable organisation may experience cash flow problems.


	4

	3. 
	Explain the actions that could be taken to overcome cash flow problems.
	5


Financial Statements
	1. 
	Describe the final accounts that would be produced by an organisation. 

	3

	2. 
	Distinguish between the following financial terms.

i. Gross Profit and Profit for the Year

ii. Non-Current (Fixed) Assets and Current Assets

iii. Debentures and Shares  


	6

	3. 
	Describe the following financial terms:

i. Revenue (Sales);

ii. Gross Profit. 


	2


Ratio Analysis
	1. 
	Describe accounting ratios managers could use. 


	4

	2. 
	Describe the actions an organisation could take to improve the following
ratios:

• Profit for the Year Percentage

• Current Ratio


	6

	3. 
	Describe reasons for using ratios to analyse performance.


	2

	4. 
	Explain the limitations of using accounting ratios.


	5


Financial Users
	1. 
	Describe how stakeholders could make use of financial information provided by an organisation.


	7
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