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Ame dical pPaacti tloness ase planninc to set up hei olO Poachi ce 
Comgawe oand contsast Taditional parine «ship vS LLP 
CtiNe Ous Suggestion. 

O Meani.n 

raditonal pasBnerships is abasiness which iS ouoned bu tuo os moxe 
han tho pecple and it is not a limiiec CompaO 

2 LLPie Limited liabilib Porhesship is a tupe of fsning a business 
which has Some aspees of a hsad thonal pcryinRsship and Same chazaclevi3ks 
o limiled Compan Anu fm with two o nose members (nol pors dn ex) 

Can become a LLP. 

Legal Taenit 
A Axachtional parinership does nd have a sep erade leaal identib. he 

Cuslance of ihe tivonis dependaot oo the eiskance ot ids porine1S 
2 LLP is a sepascle leaal entiby lilke a limided (ompanyue to this, 
t is able to entes into CooMs acdS hold property and iS exisiance S not 
dependent on he euistance d iis membess 

Liabilta 
Tn Aeod ticnal Caxineship, unlianited ltabilib sone of the bagest disodvortasg 
I the assels of the frm ave not SalRcient to pau off its lta bilites hen the 
posinerS pessonal wealth can be Sold off to pay Othe ims debs. 

Howeye lor an LLP, he likability of the mem bers is limiied ie The 

memberS eniou imACd lialbilty like in limited (ompany. 

EzPinsion 
A xaditional Pas nesShip (an grouO ancl epunc Atter a Sone ime 

Ce the pagineaship aniS D become a lim ited compan anck go publ 

Can do So. 

2) A LLP hovde ver Can qmo anc exp ano but Cacnot go publk ano 

issue Shares in the Sho& maa ke 



Thecoue, fbr ihe 4 pro titonETS AIaol o ga thei Practice and meclical 

Dot go public in the hutuae LLP 1s an id eal Choice 

This way hey have linilec liabillt as we as they ase golesned b 
a pavines shhp aqteemeot AlSo fhe se is o Aead o have a Memosandum 

o Assoia ton ond Ax ticles ol AsSoci ation. Howevesthe muSt 

eisies hemselves at Companies House 

2Ma Dasshan Lodha ihe new CFO is of the pesspech ve hat Shasehold.ez S aive more 

Value o (o poPationS iwhichhave highes easnindS lhat is olu Opinion 

about his views? 
Kather han Cos pOBO tHons which have highey earoinqin my Pioion 

Shasehold esS qIve mose value to Co poTaHion rat incuease ShaD@holder 

Wal th hich iS done b incs@as poofits portly acree with the Cfo_ 

be cau Se highes easning don aloaus mean thal the shateholdes5 value a So 

OCsea ses 
Shaseholdess iovest theis hersc-Cas ec Cash in he Cosporctions 

and ase the owness of the Company The CFO should undessterdhat 

moximise shasehdder wealth should be he mein hOancdal qoal of he 

Keepinq in mind this tinandal 

omeany heseBoTe manace Should dake decisions 

Olm i0his/hea_ head CompanieS that incsecise the shareholclesS iniGa Hh 

ase Nalued bu the shorsehddesS theu are not Satished, hen they 

maht sell ot heis Shoses of he Compeanybe enetmeceT Shoutd 

Dfere Shazeholdess have dilesent ezpectations and he mancages/Cfo 

has to Manaae dhem. a majosth ot he Shase hold ers abe oat Satished 
ih he manaagss cedsions hen he CFO mic ose heis (ob _ 

Bui a minosity of shareholders have c probem the an Simpluy Sell heir 

Shases he Stock masket IS a pested indicatorif Ahe CFos dedsons 

Gppseciaied os Oo bu the shareholders 

T the Shorueholders wealth mcimi Sortion is net 4he meun aim o 
Hhe CorpoutionS the shaseholdess ill ether vemeve the CFo or coll 

arse 

Sell their shares These bre even i a Compoan he haher earsninqs 
he shase hold exs yalue e Cosporaions at mazimiSe her 
Wea lth. 



3 AS an investos in a SBorstup Succest MaKevin Subscsibe Bo ESC, PSC Or ConNes 4ibles ? 

)ESC ie Equt shase caplal Bu investinc io Caut Soses 1 inveStnx becomes the ownes of 4he Conpany and has voitC icniS in propo hon he no of Shses helshe owinS. tauitu Shoses offes hian setusos due to he_potential hlah isk The intal eld is loLobit if an ivestos holcds the Shaue lenq derm Hhe divdends Cap 
Comud by a subStantial amoum he business 4akes off J 

hese Share S Can be asy iseded in he Stock mag Ket 

2PSC Ie Pelesence Shaue Captal 
Unlixe eauit ShareholdrS Pselesence Soeh dcders do noi enjo he Ownesship oi be conganuSimiaslu the u ate poid a tred Stam ot dividend. Prelesence shase holdeas have no voinq sigtS as theuyare nch he owness ol fhe Cormpany elesence shaceholdesS Oe qiven prsetesence while paying dividendls and aB tnne d liaguidation ha are paid bekoxe the eauity shoaehdde sS he selutsns abe loLo on Preleren e aa Shore as hey bear less iSK as their aBe mose sim ilax o 
Unsecused loanStock. 

3onverholes 
Conveghbles ose ike best d boBh wlosdS They bave Some choxacdesisics f Poetesene snaseS/ u0 Secured loan StocKS and Some chatcies SHS Of equiu Shases Cap onvezibe ave unsecused loon StocKS Or pseesence ShorseS khich Can be laiex ConNesied fo eauity Shadeg Houeves as he iSSuer Cives them the beneh ot (omNesthne ioto uitu Shases at a lates olale, he intesesh on i is louges han prel esece shatre unsecuse oan Stock ASo he giSK is louoe as he investos hs an 

OpHon Con vert into eaaitshces a a lales daBe but there ls no 
Comaulsion. Tn the tuhtee, f the e Busn on eauit Shates ase not 
tavouarcble to he invesohe lShe (an ConHOue o seceive the iOtere 

On the Unsecuged laun Sho CKpoeletene Sra des 



As 9 of the slat-ups berve Herd to fail the 5k of invesHnq 
In equity Shases 1S veGy hinAnd he idea ot the Sasd -up h 

dicKS ord the business dakes offhe pselesene SraGegholdesS 

miss oui a asea setuans. There bse, oa Ms Kewin tt Wauld be2 
DCs toinvest io dee conveTHbles ol he Stacd-up his 

Cma zAn 

alau he iS K iS seduced Nithoud oiSsinq Out on seturs 

in the tuture 

4 aplain the difesences betueen prsivale limiHed and public limied 

COnopanies 
Public limited Coxpau and Psvate lirnited Comeany ae iwo tor ns ot ca 

lirmled caxnpan 
Lin Hed Coinpanu is a business whch is a seaurade leeal ideoti by 

The diHeren ces bekween_poivale and public limited (ompany ate as follous 

Publlc Limiled (ompan Poivale knided (ompuny 

Meaninc 
A public limted Coxmpad is a CompanThe limited Coinpanies viho-cae khch 
whose docunreniatisn Siales thak it iS are nod apublic. limited conpan Cand 
a public (ompany and hag an issuedConro issde shares axe lKnon as 

Shase Capital dat leasi £50,00o Psivaleimited Company 

2)(ompany name. 
he name of the pubic limied (ompoaDyA proiNale limited (ompoany S ome 

must Crd wi th the wosds public must end wih the lovd limited 
limited (omp anu o3 PLC 0LTD 

3 Tesue o1 Shase 
Poivale linmi led compames ase not A public imited (ormpaoy can be 

isted on the Stoc Ezchanoe and alowed Se to issue shases o 

iSSue shars es D he pubiC the public 

Reaulaion 
fublic Comp.anies h ove ho follao a lheeaS, psivae limsted Conpcines oTe 

lol of sequlaliongon quBhotieS Subi@o less sequk fonS 



5 Accouotinq and inancial Peptinq 
itnile d 

Fablic companies ase vecuived to psivale liroted (ormpony is not aOder 

pu bliSh heir firorcial zepents to ihe anu Such oblicak m fo piblish it's 

pubic eveose epcohs to he publiC 

G) fundin 
Pulic limiled componies (on koise PoiNeale lim IHed (ctrnpany (on galSe 

Capital bu iSSuing Shases ho ihe Fund S onlu throuah poivaBe ioveshosS- 

publiC, 

S Ma Mohi tees ihat Selinq upa props lehosship business s best guHable 

tD him Explain him pros and (ons 

sole psopsietosship 

A Soe poopoietosship is a bUSiness ownecd bu one perSon and which Is ndt a 

icmited (om panu A Sole 4za des iSthe oones ot the buSiness and n is 

Tes pon Sible fos taKin all the busine ss deisionS A So e tacoler mau 

also hae emplouees lorkinq bs hirnl her 
t see\an cess, arocesShose ovnes aS Some o the exomples of a 

Sole po opsierog Ship 
Hoeves this buSiness fosm nas Some adVanHaaes (pmos) and 

6 dsadNataaes Cons) 

They ae as follows 

Advaniaaes (Pros) 

Ease o fov martio n 
Sole tsades s/Sole poopsletovship is a business whlch is coned 
py a Sinale own@s L Can be easily bmed ond does not reqsme 

to be seaistexed 

2 QuicK dedsIOn -maKing 
As Hhe Sole isodes is the one who ta Kes all businesS dedsibnS and nead 

not (onSult with cthess heIshe can dake quick ceisis0S 



3 Less Capital requi sement 
'sopsiehov Ship Con be easiy Set up cnd sequives 1esS a moun+ of 

Copital li h limited Coptal ihe business Can be formed 

4)Proll-Shavina
As Ahe Sole taader is ihe only pesson hand linq /nanaqinq the bus iness, 
a he /She is entitled to all he prof AS of fhe business T the sode 

Hradey has employees oskin fox him/her then he l she is entitled 
Hhe prohiS ofier pauinc off thei Salories 

5 o No Sepanate Tax on Busness protits 

A propiehoy Srip fism iS not Sepasahely hert edl he sde Hrcrcl ey must 
howevey pay i0 Come Ha on nS eaniOgS 

Ho lAiHh advantages (pros) these crse al So Seme disodvantaces ho the 
Sole pspneosship. 

2Disadvantag es ((ons) 

Uolimited Liabili 
Dnlimited liabilit is one o the biqaest cong (disadvantcge) of the 
psopsie osship f tm. he iro s assels@rd are not suthcient fo Pay 
off is liabili tHes hen he pessonal wealih of the sole ader n be 
Sold topay of ihe fms debt 

epeT HSe 
2 Lac Oaeio SE 

As o Sdle drades mdy not posse ss dtiesent skllsels hese is a lack 
o manaoerie s A Single pesson Connot be wel-ver Sed HH 

cnc 

inanciol manaqement Sales, pyduchon maskeh nq ete there ore 
the Sole ader may lac Spe ciall2e sills 

3 Limited CapiBa. 
amount of 

A Sole sades Can raise_a limited CapitaUnlike o publi c 
Companu ANhich can iSSue shases to pu blic, a Sole trades an only yaise 
Capital by talina 6ut a loan or bu bossouo ic o nend ard tumily 



No Separsation beleen o ner and businesSs 

A Sole prOpsie toa ship is nol a sepazaBe lecal idenH M he 

eistonce ofihe fivomis deperdent on the eushance ot the o ones 

5RisK-beasino 
As ihe owner is entiAled to all Ahe prshiis, he lShe mus also bee 
all the iSKS an d losses 

DelHa Cop wishes to raise shost tesm ands fos wos Knq Copital 
OEe dsSaages Suitable me iheds 

Shost-term weR mehods to ai Se inance tor a compiny ae as 

followS 

1 BanK overdsafts 

Bank overdraft s a facility of shost-esm bovreinc tha iS poovided to 
SKosx CUS sent ac cCun4 bolde sS By using ihe Hacilib he accouHhol de 

Can withdov hone the account balance to a cestain limit 
morse han 

he acOuniholde's musB pa ioieses on the eda amount withdcauo 

These ovcsdta fHS are secused by flcoinq chasae ie he bank a0 dake 
any asek ihe ac( Gunt holdes in case of defaut he inieres 
OVes dsoft is hiche thon a bank ioan Tt is suse a tor shozt-esm 
Mosking caphal needs e he Howe ues.a huae dsauoback of ovendacf 
s Hta ihe bank Can -denord he sepaymenh o ovesda a ft without 

usually 

any pohce 

2/xpde secht 
Tdde CocoÁ is án ogseereni/bekaeern o compeDy 

2 Faclosinq 
These ase tio tpes of tacsita 

a) Non- oecousse tachobing 

Non-seccusse facosine iS when ne Suppler Co mpanySllS o0 Hs cuce debis 
to a kactor and De ce ves CaSh payment ol the accountS be tre the 

dlae dale. The fatos fakes the seSpo OSi bi lf of collect in fhe pa umen ts, 
Coedit loss es and an aly Sis tHo wweve, the fachor deducis a cestcain amount 

OS iS makinq epy Pey mem 



5Recunse factesinq 
his Hupe of factoning only provides eslu payment of inveices 
It is Kind ot a se cused loan Hese Ahe compan4 is sese0Sible tor 

CGlecton o paumems and Csedit iSK Pays ioiesesa to the facoy 
othe ameun bos oued CagcinSh ihe iovoices 

his is Suitable to salse srop-texm funds o meet ioskinc 
Coptal needs 

3Bils of Ezchange 
A bill of exchange is a claim of the amount ued by ire deblor 
to hislhes (seditos. USucill when qoodS ave bsughi on coedit 1a bill 
ol exchanog iS issued he perSon ho wil secej ve the paumert 
in the fature usually he dsawes (the pesSen vwiho ises the bil of 
ex chanae) Can disco ihe b ill wih a bank os sel i4 to aise 
Shest-tesm Gace 

4 Cormmescial Pape 
Lomme rcioa papec a tosm ot shosd Hesro besrovinq fos Companies 
(omes in the fovm ol beaaes documeots ie paymert is made to 
uhoier psesentS he do ument o time ommescal rapess ate 
isSaed oB diScaunB ad redeemed at pas (comescia pApes ae 
tos saisIna srost Aesmtunds and Can hele SaHst oosinCaptal 

needs iS an altescahve to Baol Loans and Ovesdraf 

So, Deha Coop Cao sase tunds fos meetina HS shost desm wosin 

Capiial nee ds b he above methodS 

1Eaxglain cpcpatn lease and fnancal Lease 

Leace 
A lease Is an Ocoeement whee Ahe ownes ot ahe asset gives the 

essee he steh o use an aSset OVe a period at Hme in 

elchana toroeqular Sesies of payment 

Te Lessor Les Sov isthe une ehe asse 
Le Ssee Lessee 6 the one ho uses he asset tos aa 

eqular SesieS oB Pyment 



here axe two tupes o lease 

1Opexatinc LeaSe 
Undex an opesuHa leasethe oisK s associctted with oOiq ao asser 

ate selaine d bu he ownex ie LesSos. hThe peoiod d lease 

illl be SubStanially Smalles than the lfe of he asset 

Company equises a boiles s a Cesain p5oduchon psocesS The 

Mos King fe of the boiles is eass but the company dalkes the 

ease oly fos 2 yeass ThS Is an example ot opesatHoqease 

2 tinancidl Lease 
Ondes a tioancial lease, he lesee aKes oves the aiskS as as sodcded 

n Hh owOiNG an Os sets Moseoves, he tesm of he lease iS Smia 

to the likely life of the asset e Tn efec uSnq ahinancia) lease 

ine lesee iS in a Simil ar posihion to buyinq Hhe asset but ins tad oF 
cher 

paNing the amouO outaiaht iS financed bj PUyin et ih0 a lu mpSum 

A ConStauc han (ompiny lea Ses a (ane o's 4yeaS and the iKel 
fe ot the Csane is 5 yeaS As Ahe lease is tor almos all he livel 

e peiod of the CTane i IS an examde ot fhnanial leaSe 

Ezplain 

Conveohble 
Conves tildes ave unsecused loan shock os psAesence Shareshat 

Con vest io o ordina eauihShases af les a pesiod of hme: 
Convesthibles haNe Seme Chasaciesi Shics d unseused loanshoCk/ 

prelerence Shases dad Some chasacke siShcg o eauity shaxes 
he inveshoss 5eceives (Oupen paumendS on the convesthible and 
cafie a Cesiain pesed il the in veshor wishes they can be conversdd 
o equi tu shaes he (upen paumeOAS ase selativel loo but 

the inves bx has an option t (onNnt into quity share holdle 
at a late date 



iWasant 
he Covestbles Cme iha wlavat The wOot is the ant to 
Conveck the unsecnedl loan Shox /prefesence shares into eauaity shaye 

Ishe a a lales date he inves tos wishes he can use ihe uase0t or 
ol ihe Can continue to beceive the (oupon Payments on the unsecu ed 

loans hoce Iprefesenee shoses 

ii Whya Conves hble must nosmally dacde aB a price higher han ecut 
Stock 2 

A COnMexhble ConsisiS of a lounSock/pseference shaue_and the syht o 
Conves inb equity a Shose at a lale date Tf the price ol equthy Shae 
Goes up then he price of conveyhible alo goes up he Convesible 
6 tsaded al a pske lo es han Cquity hen he inves ors Would 

buy the (onveshb@s aad al a lo.d pice and convest i ino equitu sharg 
Iahich axe sadinq ah ahiqher pmice by no exia paumen hus a 
ConNe s hble muS OosmallY }sade a pace highes han eauitu Shockk 

huy he suning eld ot (onvesh ble musi be qsealer than ouity 
A CoNeThble ConsiSis of an un seCus@d loan Sshock psee sence sharse 
and an opion ConNe into eauitdAS Cnveible consist of 

clS ancd equiny 
hat unsecused lOan Shocklpselesene shases ther ounning_ Nield shou ld_ 
be hiarer han cautu 
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