Sources of Finance Exam Practice
1 (a) Identify and describe two advantages to Simon of setting up his business, SG Heating Ltd, as a private limited company. 

Advantage 1: [1] 

Description: [1] 

Advantage 2: [1] 
Description: [1] 
(b) Simon’s bank manager has agreed the bank loan for his new business for the £10 000 required, but has also recommended that Simon arranges an overdraft with the bank, even though his cash flow forecast appears positive. He explained that this would be part of contingency planning. 

i) Define the term bank loan. [2] 
(ii) Define the term overdraft. [2] 

(iii) Describe two differences between a bank loan and an overdraft. 

Difference 1: [2] 

Difference 2: [2]
