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Q1) The sources of finance are important to companies as different sources of finance allow the company to operate in different and essential ways. In general there are three terms a form of finance (other than profit) can be taken over, short, medium & long. The term of the finance will dictate the type of finance available and vice versa. 
Some examples of short-term finance are trade credit, which is a business to business procedure where the customer business can have a product or service without paying anything upfront for it and paying at either later scheduled date usually one of 30, 60, or 90 days later or via instalments to be cleared within the 90n days. This can be useful in building business relationships. In some cases, it maybe beneficial for the business supplying the goods or service to take a hit on immediate profitability in an attempt to build a business relationship that will provide future long term benefits & profit.
Another would be a bank overdraft allowing the business access funds like a short term loan usually with a daily or weekly rate of interest. This can be useful if the business has guaranteed income in the short term future but requires finance for an immediate expense.
Hire Purchase is where the bank or finance company buy a piece of equipment or vehicle for the business and the business pays this back, like a loan with set monthly payments incurring interest until the item is paid back. Until the hire purchase agreement is met by the business the item is owned by the finance company or bank and loaned the business for them to use. 	Comment by Graham Orr: Short, Medium or Long?
Long term options include debentures which is a long term loan with interest incurring repayments, but differs from a medium term loan in that the term is longer and the loan is secured against the businesses assets. Meaning that if the business was go into liquidation the finance company or bank can claim the assets to sell and recoup some of the debt. This also means it can put businesses at risk if they fall behind on payments as the finance company can claim their assets meaning the business is unable to make profits in the future.
Another long term option is shares in business. The business would sell some of the company to investors, these investors then have a stake in the business and will take a percentage of the profits based on the number of shares they own. They also risk losing money based on the number of shares they own if the business is no longer profitable. 
Each form of finance has its own merits and uses but in general terms most businesses will find outside financing essential for lots of different reasons. As stated in some cases they may take a hit on a specific contract to increase future relations,  but they would still need to make sure all of their overheads are met, so perhaps a short term finance option would be considered to cover this until the relationship is profitable. 
Expansion is another reason outside profit could be required, an injection of finance to cover the cost of growing the business until the growth returns a profit, in this case it is more likely that a medium or long term outlook would be taken.
In the event of an unaccounted for emergency a business may need to look to outside finance, an example could be that a piece of machinery or equipment that is vital to the business needs to be replaced before the time that the business has planned, if it broke for example. The business could need outside finance to replace this, in this case a hire purchase agreement maybe looked at.
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Q4) – Jill Low’s Cash Budget
	
	January £
	February
£
	March
£
	April
£
	May
£
	June
£
	Total
£

	Opening Bal.
	5000
	35000
	34750
	39093.75
	44764.84
	51766.71
	5000

	
	
	
	
	
	
	
	

	sales
	40000
	35000
	33600
	37440
	41440
	49760
	237240

	
	
	
	
	
	
	
	

	Outgoings:
	
	
	
	
	
	
	

	Goods
	0
	25000
	18750
	21000
	23400
	25900
	114050

	Expenses
	10000
	10250
	10506.25
	10768.91
	11038.13
	11314.08
	63877.37

	
	
	
	
	
	
	
	177927.37

	
	
	
	
	
	
	
	

	Cash Flow
	30000
	-250
	4343.75
	5671.09
	7001.87
	12545.92
	59312.63

	
	
	
	
	
	
	
	

	Closing Cash Bal:
	35000
	34750
	39093.75
	44764.84
	51766.71
	64312.63
	64312.63
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