Business Finance assignment

1)
Ans: A partnership is a business which is owned or opereated by one or more person and is not a limited company the partnership may be owned in equal or unequal amounts and the owners have unlimited liability they are also severally liable .Some of them take part in the day to day operations or just provide capital. 
A limited liability partnership is a firm consisting of two or more members (not partner) engaged in a profit making venture .They usually consist of Accountants lawyers doctors looking for setting up a professional firm .They have no memorandum or article of association. They function exactly like a partnership without unlimited liability.
I think that the medical practitioners should open a limited liability partnership as its a separate legal entity and though it will be responsible for it Assets and liabilities the liability of the members will be Limited .Also an LLP is taxed in the same way a conventional partnership is taxed so they will not have to pay any corporate tax and unlike Limited companies there will be no directors or no shareholders or any memorandum or article of association

2)
Ans: Shareholder is defined as an individual or corporation that owns one or more shares of stock in a company. They are the owners of the company and make profit loss on the company’s performance. It’s a priority for shareholder value maximization because shareholders are persons sacrificing the immediate consumption to put their capital also hand over their savings for managers by purchasing the shares of company with the promise of a flow of cash in the form of dividends in the long run and not necessarily payback in short time.
Most established corporations can add value by building long term relationship with their customers and establishing a reputation for fair dealing and financial integrity and if something happens to undermine that reputation the costs can be enormous


3)
Ans: Convertible notes have become increasingly popular in the world of startup financing. Convertible note financings are simpler to document from a legal perspective. This means that they are generally less expensive from a legal perspective and that the rounds can be closed more quickly.
Raising a convertible note as opposed to equity allows the company to delay placing a value on itself. 
4)
Ans:Public limited companies:
· They are not nationalised industries they are in the private sector.It is a public company because it can offer its shares publicly by issuing prospectus it can invite the public to  subscribe to its new shares issue .
· Many public limited companies are also quoted on the stock exchange, existing shareholders can sell some or all of their shares and the prices of these are determined by demand and supply
Private limited companies:
· They cannot offer their shares publicly, shares have to be sold privately.
· This makes it more difficult for Private Limited companies to raise finance 
· they tend to be smaller than public companies and  are easier to set up than public company 
5)
Ans: Pros:
· It is easier to set up and less legal documentation is required
· It facilitates quick decision making 
· They don’t have to pay corporate tax they just have to pay income tax on their personal income
Cons:
· They have unlimited liability , if a customer sues the sole trader the person may have to pay from his pockets if the funds are insufficient.
· Lack of knowledge since it is owned and operated by one person he cant alone possess multiple skill in diff areas
· Its harder for them to raise capital and expand by huge margins

6)
Ans:1)Bank overdraft : 
· it is a form of short term borrowing from the bank where the borrower is granted a facility to draw money out of a current account such that  it becomes negative  down to an agreed limit 
· The borrower pays interest only on the amount by which they actually overdrawn 
· Banks like the use of overdraft to be restricted to the short-term working capital  needs 
· They are very flexible though they do charge a higher interest than loan equivalent of that amount 

2)Commercial paper: 
· It is a form of short term borrowing by large company .It is a type of bearer document and payment is made to whoever presents the piece of paper at the end of the term. 
· It is issued at discount and later redeemed at its face value 
· They can be bought and sold quite easily they have to meet some minimum standard 

3)Trade credit: 
·  It 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 is charged in many industries  late payment is so common that explicit discounts can be negotiated or not using trade credit

7)
Ans: Operating Lease: 
· Under an Operating lease the owner of the Asset retains most of the risk associated with owning the Asset. 
· It will be for a period similar to likely life of an asset.
 Finance lease:
· Under this the lessee takes on most of the risk associated with owning the Asset 
· In using a financial  lease the lessee is in a similar position to buying the Asset outright but financing this by paying rent rather than playing a lump sum

8)
1) Ans: Convertible forms:
· Convertible form of company securities are almost invariably  unsecured loan stocks or a preference shares that convert into ordinary shares of the issuing company
· The dates and terms of conversion are specified at the time of issue
2)Warrents: 
· They are call options written by a company on its own stock
· They aren’t entitled to vote or receive dividends
· They last for several years ,once created they sometimes trade separately from the bonds to which they were originally attached
3)Convertibles allow investors to exchange it for a stated number of shares of the firm's common stock. This conversion feature offers investors the potential for high returns if the price of the firm's common stock rises. Because of this feature, they are issued at a higher price.
4) Running yield is the annual income on an investment divided by its current market value. The running yield of a convertible is greater than equity because the annual income in a convertible will always be high, if the share is doing well to be converted into shares and then sold and if share price has fallen then they will keep it as a convertible Bond and will take the annual interest.





