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Abstract: The operation of the organisation is impossible without money. In today's business world, 

managing finances is a crucial duty for all businesses. The application and usage of the money are both 

parts of active and skilled fund management. The money is invested in a way that increases revenue for the 

business. The worst situation for business might occasionally result from an idol fund. There may be 

sources of additional funding that should be investigated. Financial managers must make rational and 

qualitative decisions about how, when, what, and how much money is used. The fund must be dispersed 

such that the financial commitments of are satisfied in a timely and precise manner, which requires the 

knowledge, experience, and qualifications of financial specialists. It ought to be separated into liquid and 

capital-based funds. A liquid fund designated to short-term resources that can be used to fulfil immediate 

needs, such as covering daily expenses, paying suppliers, and remitting taxes to the government. Capital-

based funds are designated to long-term resources. 
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I. INTRODUCTION 

To employ the fund in a way that maximises the organization's worth, a plan must be made. management of the fund to 

ensure that it meets the organization's goal of producing income on schedule and at a reasonable cost.  

Financial management refers to the efficient creation, supervision, coordination, decision-making, and control of 

financial transactions.  

Functions of Financial Manager 

 In any organisation, financial management is crucial. sets the organization's goal in the first place, and then works to 

increase investors' wealth in the second. It supports managers' financial judgement. This method of investing does not 

have any ideal or supplemental funds blocking it. The financial manager must first comprehend the dangers that come 

with business, as well as the nature of business and related rivals.  

 A financial manager reviews each transaction as part of the fund monitoring process, which involves putting in place a 

compliant and efficient financial management system. The internal management structure of any organisation affects its 

ability to grow. Examine the following funding-related details:  

How can financing be managed? 

How do you handle money?  

When should funds be managed?  

 Without money and financial management, an organization's growth stagnates. money is regarded as the life force of 

every organisation. Effective financial management ensures the organization's success. CFOs keep an eye on the 

sources of funding and take money out in accordance with a plan at a minimal cost to the company.  

 One of your most critical responsibilities as an entrepreneur is to manage your cash effectively. However, a lot of 

business owners neglect to practise fundamental financial management, which gives them more control and peace of 

mind.   When a company's actual profit is insufficient to cover interest on bonds, loans, and dividends on shares for a 

set length of time, this is referred to as overcapitalization. When a corporation accumulates more cash than is required, 

some of it is always left unused, which leads to this predicament. As a result, there is a declining tendency in the 

company's performance. The causes may include  

High advertising expenses – If the business has high advertising expenses, the actual revenue will not cover the costs of 

contract signing, shopping, insurance chores, document preparation, etc.  High costs; in these circumstances, the 
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corporation is overcapitalized. Purchasing an asset at a premium- When a business purchases an asset at a premium, the 

book value of the asset exceeds the actual yield. A circumstance like this causes the business to be overcapitalized.  

The company's flexibility and boom period: The company must maintain its solvency and remain afloat during boom 

times. The return on capital employed is lowest at this time. Real profit and earnings per share are the outcomes of 

this.Insufficient Depreciation Reserve - Insufficient cash will come from the CFO's failure to offer a suitable 

depreciation rate. when an asset needs to be replaced or when it is no longer necessary. New assets must be acquired at 

significant costs, which end up being costly.  

Liberal Dividend Policy: When firm managers give shareholders dividends at will, the accumulated profits are 

insufficient, which is crucial for the good performance of businesses. The end outcome is a shortage of businesses. The 

corporation raises additional capital to make up the difference, which ends up being the most expensive occurrence and 

results in a capital surplus. 

Overestimation of income: If a firm's promoters overestimate the outcome as a result of poor financial planning, the 

company will take out a loan that will be difficult to repay and will not deploy its money profitably. As a result, income 

per share is decreased.  

 

II. CONCLUSION 

The two most crucial aspects of financial management for the anticipated organisational growth are raising money and 

using money. Every organisation ought to have prepared how to use money effectively. On forecasting, management 

accountants concentrate. They perform thrilling and innovative strategic positions in a variety of organisations. To 

monitor and analyse the financial performance of businesses, they employ a variety of methodologies, including ratio 

analysis and investment valuation. Many management accountants with CIMA degrees serve in key positions at leading 

businesses as CFOs or financial analysts. They take part in making decisions for the entire company. The analysis they 

offer is essential for improving the corporate environment and ensuring its effective operation. 
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