
 

 

 

NEE 003 

FINANCIAL PLANNING AND MANAGEMENT 
 

 

Course Team   Prof. Juliet O. Inegbedion & Dr. Awolumate  

   Samuel (Course Developer)-NOUN 

   Mr. Sadiq Murtala Mansur (Course Writers/  

   Facilitator)-NOUN 

   Dr. Awolumate Samuel & Dr. Gaddafi   

   Mohammed (Content Editor)-NOUN 

   Dr. Samuel Awolumate (Course Reviewers)- 

   NOUN 

    

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
NATIONAL OPEN UNIVERSITY OF NIGERIA 



NEE 003      FINANCIAL PLANNING AND MANAGEMENT 

 

ii 

 

 

 

 

 

 

© 2024 by NOUN Press  

National Open University of Nigeria  

Headquarters  

University Village 

Plot 91, Cadastral Zone 

Nnamdi Azikiwe Expressway 

Jabi, Abuja 

 

Lagos Office 

14/16 Ahmadu Bello Way 

Victoria Island, Lagos 

 

E-mail: centralinfo@nou.edu.ng 

URL:    www.nou.edu.ng 

 

 

All rights reserved. No part of this book may be reproduced, in any form 

or by any means, without permission in writing from the publisher 

 

The designations employed and the presentation of material throughout 

this publication do not imply the expression of any opinion whatsoever 

on the part of the National Open University of Nigeria concerning the 

legal status of any country, territory, city or area or its authorities, or 

concerning the delimitation of its frontiers or boundaries.  The ideas and 

opinions expressed in this publication are those of the authors; they are 

not necessarily those of the National Open University of Nigeria and do 

not commit to the institution. 

 

 

 

ISBN   978-978-786-004-5

about:blank
about:blank


NEE 003      FINANCIAL PLANNING AND MANAGEMENT 

iii 

 

CONTENTS        PAGE 

 

Unit 1  Introduction to the fundamental concepts of  

  financial planning and management……………… 1 

Unit 2  Financial Statements and Analysis ………………… 4 

Unit 3  Budgeting and Forecasting………………………… 7 

Unit 4  Cash Flow Management: …………………………… 10 

Unit 5  Risk Management and Return on Investment:……... 12 

 

 

  





NEE 003      FINANCIAL PLANNING AND MANAGEMENT 
 

1 
 

UNIT 1  INTRODUCTION TO THE FUNDAMENTAL  

  CONCEPTS OF FINANCIAL PLANNING   

  AND MANAGEMENT 

 

Unit structure 

 

1.1 Introduction  

1.2 Learning Outcomes  

1.3 Content 

1.3.1 What is financial planning and Management 

1.3.2 Components of financial planning and management  

1.3.3 Significance of financial planning and management for 

businesses 

1.3.4 The role of financial management in decision-making 

1.4  Self-Assessment Exercise  

1.5 Summary 

1.6 References /Further Reading/Web Resources 

 

1.1 Introduction  

 

Financial Planning and Management encompass the practices and 

strategies businesses use to handle their financial resources. Financial 

plan is a comprehensive picture of current finances, financial goals and 

any strategies set to achieve those goals. FPM is ongoing process that 

looks at your entire financial situation of individual and or organization 

in order to achieve short, medium and long term set goals in sustainable 

manner.  

 

1.2 Learning Outcomes  

 

 Have knowledge of  Financial Planning and Management is all 

about 

 Understand the components of financial and management 

 Have insight on the role of financial management in business 

arena 

 

1.3 Content 

 

1.3.1 What is financial planning and Management 

Financial planning and management is about the appropriate use of an 

organization’s financial resources, such as making investment decisions 

and employing cash management strategies to maximize profits and cut 

risk. 
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1.3.2 Components of financial planning and management  

 

Financial planning and management encompass critical components 

such as: 

 

a. Budgeting: Budgeting involves the creation of a detailed 

financial plan that outlines expected revenues and expenses over 

a specific period. It serves as a roadmap for resource allocation 

and financial control within a business. 

 

b. Forecasting: Forecasting involves making educated estimates of 

future financial performance based on historical data and market 

analysis. Accurate forecasting helps businesses anticipate trends, 

challenges, and opportunities, enabling proactive decision-

making. 

 

c. Investment Decisions: Evaluating investment opportunities is a 

key aspect of financial management. Businesses assess the risks 

and potential returns associated with investments in projects, 

assets, or new ventures to determine their financial viability. 

 

d. Managing Cash Flow: Cash flow management involves 

monitoring and controlling the inflow and outflow of cash within 

a business. Ensuring positive and consistent cash flow is essential 

for meeting financial obligations, seizing opportunities, and 

sustaining operations. 

 

1.3.3 Significance of financial planning and management for 

 businesses 

 

Financial planning and management are crucial for businesses for 

several reasons: 

 

a. Ensuring Financial Health: They help businesses maintain a 

healthy financial position, allowing them to meet their 

obligations, invest in growth, and weather economic challenges. 

b. Strategic Decision-Making: Financial planning enables 

businesses to make informed decisions about resource allocation, 

investments, and cost control. 

c. Long-Term Sustainability: Effective financial management 

supports a business's long-term sustainability, ensuring it can 

adapt to changing market conditions and seize opportunities. 
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1.3.4 The role of financial management in decision-making 

 

Financial management plays a pivotal role in decision-making for 

businesses: 

 

a. Capital Allocation: It guides the allocation of capital to various 

projects, investments, or departments based on financial analysis 

and objectives. 

 

b. Risk Assessment: Financial management assesses and mitigates 

financial risks associated with investments and operational 

decisions. 

 

c. Performance Evaluation: It helps in monitoring and evaluating 

the financial performance of a business, enabling corrective 

actions as needed. 

 

d. Strategic Planning: Financial management is integral to 

strategic planning, enabling businesses to align financial 

resources with their overall goals and objectives. 

 

1.4 Self-Assessment Exercise  

 

i. Why do we need financial planning and management in business? 

ii. List any explain any three (3) components of financial planning 

and management? 

iii. What roles are the pivotal roles financial management as relate to 

enterprise survival? 

 

1.5 Conclusion 

 

In essence, financial planning and management are the foundation for 

effective business operations, growth, and success. They enable 

businesses to make well-informed financial decisions that lead to 

sustainable and profitable operations. 

 

1.6 References /Further Reading/Web Resources 
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UNIT 2 FINANCIAL STATEMENTS AND ANALYSIS 

 

Unit Structure 

 

2.1  Introduction  

2.2  Learning Outcomes  

2.3  Content 
2.3.1 Income Statement 

 2.3.2 Balance Sheet 

 2.3.3 Cash Flow Statement 

 2.3.4 Steps to assess a company's financial health 

2.4  Self-Assessment Exercise  

2.5 Summary  

2.6 References /Further Reading/Web Resources 

 

2.1 Introduction 

 

The financial status of business rely heavily on efficient and effective 

financial statements and analysis. The sound and healthy business stand 

the test of time which correct, adequate and enrich financial stands. 

Financial statement and analysis the system of studying, analyzing firm 

financial statements or records for rational decision making.   

 

2.2 Learning Outcome 

 

At the end of this lesson, you should be able to; 

 Know the meaning of Income Statement 

 Explore what is Balance Sheet 

 Develop a knowledge of Cash Flow Statement 

 Have proper awareness on the steps needed to assess a company's 

financial health 

 

2.3 Content 

 

2.3.1 Income Statement 

An Income Statement, or Profit and Loss Statement (P&L), summarizes 

a company's financial performance during a specific period. It shows 

revenue, costs, and expenses, ultimately calculating the net profit or 

loss. The statement reveals a company's profitability and generated 

profit. 
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2.3.2 Balance Sheet 

 

A Balance Sheet provides a snapshot of a company's financial state at a 

specific moment, typically the end of a reporting period. It lists assets 

(what the company owns), liabilities (what it owes), and shareholders' 

equity (owners' investment). The balance sheet adheres to the assets 

equal liabilities plus equity equation, aiding in assessing financial 

stability and resource and obligation composition. 

 

2.3.3 Cash Flow Statement 

 

The cash flow statement is a financial statement that tracks the inflow 

and outflow of cash within a company during a specific period, often a 

month, quarter, or year. It categorizes cash movements into three main 

sections: 

 

a. Operating Activities: Includes cash flows from core  business 

operations, like sales and expenses. 

b. Investing Activities: Accounts for cash flows related to the 

buying or selling of assets (e.g., equipment, investments). 

c. Financing Activities: Records cash flows associated with changes 

in a company's capital structure, such as taking on  debt or 

repurchasing stock 

 

2.3.4 Steps to assess a company's financial health 

To assess a company's financial health, follow these steps: 

 

1. Income Statement: Check for revenue growth, gross and net 

profit margins, as upward trends signal financial health. 

2. Balance Sheet: Examine asset-liability composition. A strong 

balance sheet has more assets than liabilities, with a high equity-

to-assets ratio indicating health. 

3. Cash Flow Statement: Analyze cash flow from operations; it 

should cover expenses and investments. Positive cash flow from 

operations is crucial. Study investing and financing activities to 

understand capital management. 

4. Key Financial Ratios: Calculate ratios like current 

(assets/liabilities), debt-to-equity, and return on equity. These 

reveal liquidity, solvency, and profitability. 

5. Comparative Analysis: Compare statements over time and against 

industry standards to find strengths and areas needing 

improvement. 

6. Cash Flow Forecasting: Use historical data for future cash flow 

predictions to meet financial obligations and investment needs. 
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Understanding and interpreting these statements is vital for 

informed decision-making and financial assessment. 

 

2.4 Self-Assessment Exercise  

 

i. Differentiate between income statement and cash flow statement? 

ii. State and explain the steps to follow in order to ascertain 

financial status of new or existing enterprise.  

 

2.5 Summary 

 

The financial status of business serve as success indicator to the 

promising entrepreneurs that are creating sustainable business venture 

guided by standard and best financial regulations. At any point their data 

are working toward maintaining their financial position heavily rely on 

their financial records. 

 

2.6 References -Further Reading/Web Resources 
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UNIT 3 BUDGETING AND FORECASTING 

 

Unit structure 

 

3.1 Introduction  

3.2 Learning Outcomes  

3.3  Content 
3.3.1 The importance of budgeting and forecasting 

3.3.2 How to create and use budgets to plan for revenue and 

 expenses 

3.4  Self-Assessment Exercise  

3.5 Summary 

3.6 References /Further Reading/Web Resources 

 

3.1 Introduction 

Budgeting and forecasting are desirable, significant and essential tools 

entrepreneurs require to know what resources are available at their 

disposal in order to effectively utilize them for their business to survive 

and grow. Budgeting and forecasting are essential financial tools for 

businesses suitability.  

 

3.2 Learning Outcome 

 

At the end of this lesson, you should be able to; 

 Know why we need budgeting and forecasting in business? 

 How to create and use sustainable budgets to plan for revenue 

and expenses 

 

3.3 Content 

 

3.3.1 The importance of budgeting and forecasting 

 

a. Provide Financial Roadmaps: Budgets and forecasts outline a 

company's expected financial performance, serving as a roadmap 

for setting and achieving financial goals. 

b. Aid Decision-Making: They help businesses make informed 

decisions by allowing them to anticipate and plan for future 

expenses, revenue, and resource allocation. 
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c. Ensure Financial Discipline: Budgets instill financial discipline 

by setting limits on spending and ensuring that resources are used 

efficiently. 

d. Enable Performance Measurement: Actual results can be 

compared to budgeted or forecasted figures, facilitating the 

identification of variations and the assessment of performance. 

e. Attract Investors and Lenders: Budgets and forecasts 

demonstrate a company's financial strategy and its ability to 

manage resources, which can be crucial for attracting investors 

and lenders. 

 

3.3.2 How to create and use budgets to plan for revenue and 

expenses 

 

a. Set Clear Goals: Determine specific financial objectives and key 

performance indicators to guide the budgeting process. 

b. Gather Data: Collect historical financial data, market research, 

and other relevant information to inform your budget 

assumptions. 

c. Create Detailed Revenue and Expense Budgets: Estimate all 

sources of revenue and break down expenses into categories (e.g., 

operating, marketing, personnel). Be as specific as possible. 

d. Monitor and Adjust: Continuously track your actual financial 

performance against the budget. If there are significant variations, 

adjust your strategies and budget accordingly. 

e. Use Budgets for Decision-Making: Budgets serve as a reference 

point for making financial decisions. If you're considering an 

expense or investment, refer to your budget to see if it aligns with 

your financial plan. 

f. Regularly Review and Revise: Periodically review and update 

your budget and forecasts to reflect changing circumstances, new 

information, and evolving business goals. 

 

3.4 Self-Assessment Exercise  

 

i. Describe the term budgeting and why does budgeting is 

importance? 

ii. Explain how to create and apply budget effectively for business 

growth and development.  

 

3.5 Summary 

 

Budgets and forecasts are vital for aligning your financial activities with 

your business objectives, making efficient use of resources, and adapting 
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to changing market conditions. They provide a roadmap for financial 

success and stability. 

 

3.6 References/Further Reading/Web Resources 
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UNIT 4 CASH FLOW MANAGEMENT 

 

Unit structure 

 

4.1 Introduction  

4.2 Learning Outcomes  

4.3 Content 
4.3.1 The importance of managing cash flow effectively: 

4.3.2 Techniques for monitoring and optimizing cash flow: 

4.4 Self-Assessment Exercise  

4.5 Summary 

4.6 References/Further Reading/Web Resources 

 

4.1 Introduction 

 

Cash flow refers to the money that comes into the business, as well as 

the money that leaves the business.  

 

4.2 Learning Outcome 

 

At the end of this lesson, you should be able to; 

 

 Delineate the concept of cash flow, importance and types cash 

flow  

 Know the techniques for monitoring and optimizing cash flow 

 

 

4.3 Content 

 

4.3.1 The importance of managing cash flow effectively: 
 

Effective cash flow management is crucial for businesses because it: 

 

a. Ensures Liquidity: Maintains enough cash to cover daily 

operational expenses and short-term financial obligations, 

preventing liquidity crises. 

b. Supports Sustainability: Helps businesses weather economic 

downturns and unforeseen expenses, ensuring long-term 

sustainability. 

c. Facilitates Growth: Provides the necessary capital to invest in 

expansion, innovation, and new opportunities. 

d. Reduces Risk: Minimizes the need for expensive short-term 

borrowing, reducing financial risk and interest costs. 
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e. Enhances Credibility: Reliable cash flow management 

demonstrates financial responsibility, enhancing a company's 

reputation with creditors, investors, and partners. 

 

4.3.2  Techniques for monitoring and optimizing cash flow: 

 

1. Cash Flow Forecasting: Create forecasts to anticipate cash 

inflows and outflows, enabling proactive planning. 

2. Expense Control: Continuously monitor and control operating 

expenses to prevent unnecessary cash outflows. 

3. Invoice Management: Ensure prompt and efficient invoicing to 

accelerate cash inflows. 

4. Inventory Management: Manage inventory levels to reduce 

carrying costs and free up cash. 

5. Debt Management: Negotiate favorable payment terms with 

suppliers and manage debts to avoid unnecessary interest 

expenses. 

6. Short-Term Financing: Consider short-term financing options 

like lines of credit or working capital loans during cash flow 

gaps. 

7. Payment Terms: Extend payment terms to suppliers while 

optimizing collections from customers. 

8. Cash Reserves: Maintain a cash reserve to cover unexpected 

expenses or economic downturns. 

9. Investing Idle Cash: Invest surplus cash in low-risk, liquid 

instruments to earn a return while maintaining accessibility. 

10. Regular Cash Flow Analysis: Routinely review cash flow 

statements and adjust strategies as needed to optimize cash 

management. 

 

4.4 Self-Assessment Exercise  

 

i. Why it is importance of managing cash flow? 

ii. State and explain any five (5) conventional techniques for 

monitoring and optimizing cash flow.  

 

4.5 Summary 
 

Efficient cash flow management is vital for ensuring a company's day-

to-day operations, reducing financial risk, and seizing growth 

opportunities while maintaining long-term sustainability. 

 

4.6  References/Further Reading/Web Resources 
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UNIT 5  RISK MANAGEMENT AND RETURN ON  

  INVESTMENT  
 

Unit structure 

 

5.1 Introduction  

5.2 Learning Outcomes  

5.3 Content 
 5.3.1 The Concepts of risk and return in financial decision- 

  making: 

5.3.2 Assessing investment opportunities 

 5.3.3 Understanding risk factors: 

 5.3.4 Making informed investment choices: 

 5.3.5 Making informed investment choices: 

5.4 Self-Assessment Exercise  

5.5 Summary  

5.6 References/Further Reading/Web Resources 

 

5.1 Introduction 

 

 

 

 

5.2 Learning Outcome 

 

At the end of this lesson, you should be able to; 

 

 Develop knowledge on The concepts of risk and return in 

financial decision-making 

 Assess investment opportunities  

 Understand risk factors associate with the investment  

 Be inform on the rational investment choices for well-guided 

entrepreneurs  

 

5.3 Content 

 

5.3.1 The Concepts of risk and return in financial decision-making: 
 

Financial decision-making involves a trade-off between risk and return: 

 

a. Risk: Refers to the uncertainty and potential for loss associated 

with an investment. Higher-risk investments can offer the 

potential for higher returns but also come with greater 

uncertainty. 
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b. Return: Signifies the gain or profit expected from an investment. 

Different investments offer varying levels of return potential. 

 

5.3.2  Assessing investment opportunities: 
 

To assess investment opportunities: 

 

1. Research: Conduct thorough research on potential investments, 

analyzing their historical performance and growth prospects. 

2. Diversify: Spread investments across different asset classes to 

reduce risk and achieve a balanced portfolio. 

3. Evaluate Objectives: Align investments with financial goals, 

considering factors like time horizon and risk tolerance. 

 

5.3.3  Understanding risk factors: 
 

Identify and understand various risk factors: 

 

1. Market Risk: Arises from fluctuations in the financial markets, 

affecting the value of investments. 

2. Credit Risk: Pertains to the possibility of borrowers or issuers 

defaulting on payments. 

3. Liquidity Risk: Relates to the ease of converting an investment 

into cash without significant loss. 

4. Operational Risk: Originates from internal processes and 

systems that can lead to financial losses. 

5. Political and Regulatory Risk: Involves changes in government 

policies and regulations impacting investments. 

 

5.3.4 Making informed investment choices: 
 

To make informed investment choices: 

 

 Assess Risk Tolerance: Understand personal risk tolerance and 

select investments that align with it. 

 Diversify: Diversification across different assets can help spread 

risk. 

 Stay Informed: Keep up with market trends, news, and 

economic indicators that might impact investments. 

 Seek Professional Advice: Consider consulting with financial 

advisors or experts for guidance. 

 Review and Adjust: Periodically review investment choices and 

adjust the portfolio as goals and market conditions change. 
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5.3.5  Making informed investment choices: 
 

To make informed investment choices as rational and well-guided 

entrepreneurs do the following: 

 

1. Assess Risk Tolerance: Understand personal risk tolerance and 

select investments that align with it. 

2. Diversify: Diversification across different assets can help spread 

risk. 

3. Stay Informed: Keep up with market trends, news, and 

economic indicators that might impact investments. 

4. Seek Professional Advice: Consider consulting with financial 

advisors or experts for guidance. 

5. Review and Adjust: Periodically review investment choices and 

adjust the portfolio as goals and market conditions change. 

 

5.4 Self-Assessment Exercise  

 

i. Why the entire financial decision-making involves a trade-off 

between risk and return? 

ii. What are the investment options that guide the entrepreneurs to 

tackle risks associated to entrepreneurial journey?  

 

5.5 Summary 

 

Balancing risk and return is fundamental in financial decision-making, 

as investors seek investments that align with their objectives while 

managing risk effectively. Assessing investment opportunities, 

understanding risk factors, and making informed choices are key 

components of this process. Rational entrepreneur need to plan, control, 

and monitor the generation, safekeeping, and use of funds. 

 

5. 6 References/Further Reading/Web Resources 
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