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Theme 2: Topic 1 – Raising Finance
Which factors must a business consider when choosing a source of finance?









2.1.1 - Internal finance
How many internal sources of finance can you list? When would each source be appropriate?














2.1.2 - External finance
How many external sources of finance can you list? When would each source be appropriate?












How many external methods of finance can you list? When would each method be appropriate?
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2.1.3 - Liability
What’s the difference between limited liability and unlimited liability?











How does liability affect the sources of finance available to a business?















2.1.4 - Planning
What is a business plan?






How can business plans be used to obtain finance?








What are cash flow forecasts? Why are cash flow forecasts useful?











Are there any limitations to cash flow forecasting?








What is the formula for net cash flow?




















Complete the cash flow forecast:

	
	Jan
	Feb
	Mar

	Cash inflows
	
	
	

	Sales
	?
	£5,000
	£4,000

	Rent received
	£2,000
	£2,000
	£2,000

	Total inflows
	£10,500
	£7,000
	?

	
	
	
	

	Cash outflows
	
	
	

	Wages
	£1,000
	£800
	£700

	Raw materials
	£1,000
	?
	£500

	Advertising
	£200
	£200
	£200

	Rent
	£1,500
	£1,500
	£1,500

	Loan repayment
	£150
	£150
	£150

	Total outflows
	£3,850
	£3,450
	?

	
	
	
	

	Net cash flow
	£6,650
	£3,550
	?

	Opening balance
	£0
	?
	£10,200

	Closing balance
	£6,650
	?
	?
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SECTION C
Read Extract C before answering Question 3.
Write your answer in the space provided.
Extract C
Mainstage Travel (MT) is a travel and technology company with a difference

In January 2014, MT secured £100 000 from IT pioneer Piers Linney, on the TV show
Dragons’ Den, in return for 15% of the company. Piers was chosen over the other
investors because of his technology experience in a dynamic market.

MT supplies flight and hotel booking systems to the biggest festival organisers in Europe,
including Outlook, Dimensions and Soundwave. The company’s technology enables
festival goers to book flights, hotels and tickets as a single package. MT achieved a
turnover of £4.5m in 2015.

Since appearing on Dragons’ Den, MT have been developing the most innovative
technology in the travel industry. Its most recent product is Hotel2020, an application
that will enable a hotel to sell flights and transfers through its own website.

(Source: adapted from http://startups.co.uk/young-guns/
aden-levin-rob-tominey-mainstage-travel/))
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To continue developing the most innovative technology in the travel market, MT could
either use more venture capital or a bank loan.

3 Evaluate these two options and recommend which option would be most suitable for
a company that operates in a dynamic market, such as MT.
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