Sources of Finance 

Sources of finance card matching exercise. Answer grid.

a) Represent part ownership of a company. Only Limited companies can raise finance in this way. SALE OF SHARES

b) A way in which firms raise money by selling loan certificates (IOUs). DEBENTURES
c) Money obtained from a bank for an agreed period of time (usually 3-5 years) with regular interest repayments.  BANK LOAN

d) An arrangement with a bank where a firm can borrow up to an agreed maximum for any period. Interest is high but is only charged on the amount borrowed for the period borrowed. BANK OVERDRAFT

e) When your supplier allows a period of time before you are required to pay for goods you have bought. TRADE CREDIT

f) Allows you to acquire an asset by making a monthly payment for its use for the period of the agreement (normally 3-5 years). The asset never actually belongs to you. LEASING
g) A service which provides you with up to 80% of the value of your invoiced sales immediately, and then organises the collection of the debt from customers. The company offering this service charge a fee. FACTORING

h) This normally includes both loan and share capital and is provided by specialist companies who are prepared to support small to medium sized companies who need additional finance. VENTURE CAPITAL
i) A business sells off equipment, buildings land etc that it no longer needs. SALE OF ASSETS
j) An asset is bought over a period of time by making regular (usually monthly) payments to a finance company. You do not own the asset until the last payment is made. HIRE PURCHASE
k) A long term loan (usually over 25 years) used to buy property or land. MORTGAGE

l) Using profits that have been kept within the business from previous years. RETAINED PROFIT
m) Where a business is based on the name, logo’s and trading methods of an existing business. FRANCHISING
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	1.
A new business with limited cash and large bank loan needs to provide cars for 7 sales representatives. LEASING


	2.
A newsagent requires funds to purchase extra stock for the Christmas rush. OVERDRAFT


	3.
A self-employed builder needs a large sum of money to buy a yard with offices and storage space. MORTGAGE


	4.
A hairdresser setting up her own business has used her own money to buy the premises but requires a further £5000 for furniture and fittings. BANK LOAN


	5.
An existing business supplying free range chickens have seen a huge rise in sales and profits.  They need money to expand their operations. RETAINED PROFITS


	6.
An existing Limited Company with a heavy bank loan requires further funds for expansion. SALE OF SHARES


	7.
A profitable engineering company has a cash flow problem because many customers are very slow to pay their bills. FACTORING


	8.
An animal rights campaigner feels that there is potential in her town for a shop selling toiletries, shampoo etc. which have not been tested on animals.  How can she raise the money to get started? FRANCHISING


	9.
A printing company require a new printing press but do not wish to use their profits or a bank loan. HIRE PURCHASE


