	IGCSE BUSINESS STUDIES



CASH FLOW PAST PAPER QUESTION

Company X sells its products to both consumers and business customers. Consumers pay cash immediately when they buy but business customers are given two months’ credit. 60% of company X's sales are to business customers. Table 1 shows the total value of sales for company X during the first three months of the year.

Table 1

January 

February 

March

Sales ($000)
      20 


       30 


     40

(a) 
Explain the following terms:

(i) debtors
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(ii) creditors
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(b) (i) 
How much total income from sales did company X receive in March? Show your calculations.
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(ii) 
Why do you think company X gives credit terms to business customers?
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(c) 
Explain why a business might use a bank overdraft to help with cash flow problems.

	
	

	
	

	
	

	
	

	
	

	
	[4]


(d) 
Company Y needs to raise capital to finance the purchase of new machinery. What factors should the management of the company consider when deciding how this capital should be raised? Explain your answer.
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