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Q2. 
A business needs different sources of finances depends on multiple factors, the size of the business, the type of business, the amount of money that is needed and the length of time that the money is need for.
 If it is a small business then they might be better off with a bank overdraft as there is more chance that they will be looking for a small amount of money. The other option for a small business would be trade credit as it allows a business to operate without much cash flow as it allows the business to buy the product sell it on and pay for it, this is normally 90 days after they have taken the item.  If the company needs a large amount of money they could use a bank loan as they will be able to get more money at a lower interest rate compared to something like overdraft which will only allow a small amount of money and will have a higher interest rate.
If the business needs to money long term then an option is the get the money from releasing shares as this gives the company money without having to return any of it in the short term.

A builder might benefit from using trade credit as it will allow them to take the goods and use them on the job that they are currently working on get paid for that then pay goods. This improves there cash operating cycle as they can always them to jobs without needing to have a large amount of excess cash to pay for good when they are needed.	Comment by Graham Orr: their
 
A bank overdraft can be used when a business needs a small amount of money for a short amount of time such as to pay bills while they are waiting to get paid for goods or services.
A overdraft can be secured by a floating charge which gives the bank a claim over the business if they fail to play the overdraft. The downside to using an overdraft is that the interest rate can be higher and that the bank can all in the debt at any time.

Factoring can be used when a company isn owed money and the debtors are refusing to pay the money because it allows the company to sell the debt of a fraction of its value to raise instant money.

A bank loan is a fixed amount of money that is for a medium long term. This can be secured accost the companies assets as this provides security for the bank if the business cant repay the loan. The interest rate can change throughout the term of the loan. This would be used for a big outlay such as lots of new equipment or building a new building to expand the business. Depending on the type of loan the banks might put restrictions on the business to make sure that they are going to get there only back.

A credit sale could be used to pay for machines so that the company doesn’t have to outlay to large amount of money upfront. This allows the company to operate as normal with the out lay for the machines at a later date.	Comment by Graham Orr: ‘…does not…’

Hire purchasing is more lightly going to be used by a smaller business that doesn’t have the case flow to be able to pay for the goods in one go but can afford it in smaller monthly payments. The items cost more because they have to pay a deposit and monthly payments but interested is added bringing the cost of the goods to more then if they could have bought them outright.	Comment by Graham Orr: cash	Comment by Graham Orr: than

Leasing can be used for machines that are going to be replaced regally as it removes all the extra costs of owning the machines as they have the machines for a agreed time then it taken a replaced with a new one. The machine is going to be keep to a hight standard at the lease company are going to want to sell it after the lease is over.  This can cost more but it means that there isn’t any need for capital outlay.

Debentures is a long term loan that usually secured on some or all of the company assets. The interest it payable but can be used against cooperation tax. It is normally used as long term funding to grow new businesses.

Shares can be used when a company is wanting to expand by issuing more shares, this can be done on the open market or to exacting shareholder in the form for rights issue. It diluted the holding of expecting share holds by there shares worth less then they were before. This can also be used as a different way of getting more more money if the business has got a cash flow problem as it is instant money. 
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Q4

	
	Payment for goods
	Expenses 
	2.5% rise
	
	Sales

	January 
	£‎	0
	£‎	10,000
	0.025
	
	£‎	40,000

	February 
	£‎	25,000
	£‎	10,250
	
	
	£‎	35,000

	March
	£‎	18,750
	£‎	10,506
	
	
	£‎	33,600

	April
	£‎	21,000
	£‎	10,769
	
	
	£‎	37,440

	May
	£‎	23,400
	£‎	11,038
	
	
	£‎	41,440

	June
	£‎	25,900
	£‎	11,314
	
	
	£‎	49,760

	
	
	
	
	
	

	Total
	£‎	114,050
	£‎	63,877
	
	
	£‎	237,240

	
	
	
	
	
	

	Total outgoings 
	
	
	
	
	

	Payment for goods
	£‎	114,050
	
	Total income
	£‎	237,240
	

	Expenses
	£‎	63,877
	
	
	
	

	
	
	
	Profit
	£‎	59,313
	

	Total
	£‎	177,927
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	Current assets 
	
	
	
	
	

	Bank account 
	£‎	5,000
	
	
	
	

	Profit 
	£‎	59,313
	
	
	
	

	
	
	
	
	
	

	Grand total 
	£‎	64,313
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