1. 4 medical practitioners are planning to set up their own practice, compare and contrast Traditional partnership vs LLP. Give your suggestion.
	
	Traditional Partnership
	Limited Liability Partnership

	Type
	A partnership is a business which is owned by more than one person and is not a limited company. 
	This is a business vehicle that gives benefits of a limited liability whilst retaining other characteristics of a traditional business partnership.

	Liability
	The owners have unlimited liability.
	Members have a limited liability.

	Legal Entity
	The company is not a separate legal entity.
	LLP is a separate legal entity.

	MOA or AOA
	MOA or AOA is not required but a partnership deed is necessary. 
	LLP has no MOA or AOA




2. Mr. Darshan Lodha the new CFO is of the perspective that shareholders give more value to corporations which have higher earnings. What is your opinion about his views.?
I agree with Mr. Lodha on this statement because shareholders are the owners of the company and they bring in additional capital for the company which could be utilised in research and development of the existing products and also to introduce new products in the market, thus generating more revenue and profits. Increased firm revenue and profit ultimately benefit the shareholders as they might receive dividends from the company. This satisfies company’s goal of shareholder wealth maximisation. Overall, higher earning corporations attract more customers as there is a higher chance of dividend pay-outs and investors trust the judgement of the CFO.
 
3. As an investor in a start-up, suggest that MR KEVIN must subscribe to ESC, PSC OR CONVERTIBLES.? 
Mr. Kevin should subscribe to convertibles f the start-up and not any other shares issued by the company because-
a. Convertibles are bond stocks which can be converted to equity stocks after a period of time.
b. Convertibles provide a guaranteed return to the holder.
c. Returns on convertibles are usually higher than equity returns.


4. Explain the differences between private Ltd and public Ltd.
	
	Public Ltd Company
	Private Ltd Company

	Defintion
	A public limited company is a company whose documentation states that it is a public company and which has an
issued share capital of at least £50,000.
	All other companies are private ltd companies.

	Listing
	Public ltd companies are listed on stock exchanges.
	Private ltd companies are not allowed to offer shares to the public. Hence, they have no listings in stock exchanges. 

	Name
	The name of a public limited company must end with the words ‘public
limited company’ or PLC. 
	A private limited company’s name must end with the word ‘limited’ or LTD.


 
5. Mr Mohit feels that setting up a proprietorship business is best suitable to him. Explain him pros and cons.
Pros of a proprietorship:
A proprietor is the sole owner of the business. They are their own boss and are answerable to no one. All the profits of the business are enjoyed solely by the proprietor. 
No form of specific documentation is required for setting up this form of business.
Cons of a proprietorship:
Just like all profits are enjoyed by the sole proprietor, all losses of the business are also suffered by the owner. The owner has unlimited legal liability and the company is not a limited company. 

 
6. Delta corp wishes to raise short term funds for working capital needs. Suggest suitable methods.
Short term funds sources-
i. Bank overdraft
An overdraft is a special facility given to current account holders, where the borrower is allowed to withdraw money such that it becomes negative down to an agreed limit.
The borrower pays interest on the money that is actually overdrawn. These overdrafts are usually secured by a floating charge. A bank can demand repayment of an overdraft without any prior notice.

ii. Trade Credit
Trade credit is an agreement between a company and one of its suppliers to pay for goods or services after they have been supplied. In most cases, no explicit interest rate is charged.

iii. Commercial Paper
A commercial paper is a form of short-term borrowing used by large companies. It is a bearer document which is issued at a discount and redeemed at par. Commercial papers are not listed on the stock exchange but companies that wish to raise funds using a commercial paper should be listed on the London Stock Exchange.

iv. Bills of exchange
A bill of exchange is effectively a claim to the amount owed by a purchaser of goods on credit and may be ‘accepted’ by a bank (for a fee). This means that the bank will guarantee the payment of the bill but it will charge a nominal fee for the same. The bill can then be sold to raise short-term finance. Where the endorser is an ‘eligible’
bank the bill is known as an ‘eligible bill of exchange’ which is a very secure investment.

v. Factoring
There are two types of factoring, namely:
Non-recourse factoring
Non-recourse factoring is where the supplier sells on its trade debts to a factor in order to obtain cash payment of
the accounts before their actual due date. The factor takes over all responsibility for credit analysis of new accounts,
payments collection and credit losses.

Recourse Factoring
Recourse factoring only provides early payment of invoices. It is a loan which is secured against the invoices, and has a value which automatically fluctuates with the amount that the company sells. Credit risk remains with the original supplier.


7. Explain operating and financial lease.
Under an operating lease, the owner of the asset will retain most of the risks associated
with owning the asset. The lease will be for a period substantially shorter than the likely life
of the asset.
Under a finance lease, the lessee takes on most of the risks associated with owning the
asset. The lease will be for a period similar to the likely life of the asset.

8. Explain
i. Convertible
Convertible forms of company securities are, almost invariably, unsecured loan stocks or preference shares that convert into ordinary shares of the issuing company. This additional prospective return means that the issuer does not have to offer excessively high rates of interest on the loan stocks to attract lenders.

ii. Warrant
A warrant is a security that entitles the holder to buy the underlying stock of the issuing company at a fixed price called exercise price until the expiration date.

iii. Why a convertible must normally trade at a price higher than equity stock?
A convertible is a preference share that can be converted into an ordinary stock of the issuing company. Convertibles guarantee a return higher than equity stocks and hence trade at a higher price. 

iv. Why the running yield of convertible must be greater the Equity?
Running yield is the annual income on an investment divided by its current market value.
Since a convertible trades at a higher price than equity and even gives a better return than equity, we can say that the running yield of a convertible must be greater than equity. 
