
PAGE Ud&hav Jad hav usinesS Finance fhsi gnmet 
DATE / 

1an5)ltadrtional fartnerships: 
A Por tnership is a a business which is owned more 

than one person and is not a limited company he 

partnerships may be owned in eqva o1 untqval 
umounts by the_partners.he owners have unlimited 

liabiity. Ail the pay tners are jointly liable for any foY ony 
lousiness_delbts. They ill also be seve al lraole 
Severallyliable"ie each_partner is liable to 
the ful extent 

deticiencies o the _partners hip. Osvally all partneys si 
be 

of theif_personal estate to the 

involved 'in the runving ot+ the ousinesS but some 

may just_provide capital and take 10_part in 

day de day day- to - day operation of the 

business (such _partners. are called sleepinq_partners) 
Most partnerships will have a paurtnership agreement
which sets ovt the riqhts ot indi vidual_partners.
mi ted Lability fartners hips 

A new corpo1ate identity the limi ted liablit 
powtnership (LLP)P was introdvcedin Vvk in 2001 
This sinesr Vehicle_aivesthe benefits of limiled 

hiability whilst retaining other chayacteristics of 
a. traditional businesS portnership.Any tirm Consisting
o two o MOYE members (note not porbners) enga.ged in 

protit-making ventove ma become c limited 
iability portners hip. Lmitfd liabity paxtners h'pas 
with a limited (ompany,s a SeperatC_se separate 

ega otity and uhilst the limi td liabikty partners hip 
itself is Tesponsible for its assets ad liabilitiesthe 

liabi lity ot its members is limittd. As with companies, 

and 



DATE 

howevey, actions ma be taken against ndividual 
memberS ho are found to oe negligent_or 
fravdulent in their dealings. Unlike limited 

Company, limited lialility_partners hip has no 
aChag-ra-adum_ef artieles Memorandum of 
Association OY Article s of Association. Ine 

has no 

eegenera) tey ms limi ted liabi lity_partnership 
S gover ned by paY tnership _aareement that 

may aeady be in force uith an existing 
partnership.Unlike limited_componjes there are 
no direco1s (or conmpon ySecretory) ond no 
share holders. Limited liabili ty_potnersips are 

toxed in the same way that conventioal
portnerships_ore tared.t is expected that 

limitrd lioubili ty_pos tnerships wil_prove most 
attiactive o professiona firms svch as 
ECountant ac countonts and sotteitars 
solicitoYS. Em 
Af ter 
limitedliability partnership would re commend 
the frU medical praCEitioneS to set up a 

Comporinq fraditiona part nership and 

tmibed iobility fastacskip_aitto_rev 
preb teif pestaa as5etpe- powttnership 

becauSe o the ollowing_reasons-
Deed of Jee d for inance Ond amount of 

inance 
th he _ease_ok Taising fnance in the 

futwre 
frotert persenalasset-dmembers 



4east setting vp 
3)Liability før delbts 

ease Ease oF settin up 

S)Disclos u re 
6Control of bus iness 

7The type of busness 



2ans TPArtialy 2anDLagree with My. Darshan Lodha, becanse gree 
Some ivestprs shareholders aive more value 

t th (ompony which has higher 

2It tia fatt tht share holder are inte rested 
in maintaining the value their nvetments 

eorn ing as they howe high arowth potential 

in th_shore, They'sont hiqh return on the 
value otheir investment in 

3A Company which has higher earning illbe 
given more value Lyshoreholdes as hiaher 

shares 

gIven 

earning depicts increasinq_pyofit which ill 
automatically jncrease the skaure price,Ttalso 
implies to the strong_ond wise board o 

the dire ctos nd Senior monager whdse 
decision to make tiSe investment qenerated 
a healthy return. 

4) Hocwe yershareholders should also take 

Considera tion oy the Companu. 

S)T the retvrn offered_ by the investment

Social responsi lbility cpom und into 

projects hiaher man the rate of 
return that_ shareholder 

nvestment 6 thei Own then the 
get 

shareholder coon vote doY_inyes 
project 



6T 
than the rote retoYn_ tha sharehold er 
Con achieve 

vot 

6 the retorn of investment project is lotw 

ontnir own, shareholder 
Coud COncel the project 
Ond take out the Cogh investeá. 

take into account the effectsr he irm MUSt 
thepoliciesond actions_on society a a 

nole 
8)The expe ctotion workers Consumers and variouS 

1nteyes ted aroups Create theiv otn dimension to 
dor mulate policies 

) Hen, shareolders also value the company on basis 
their business and social Tesponsi bilities 

Oncertaken by thom. 
lo)(FO must Strive to maximise shoreholder's 

wealth within external Constraints Such as 

Socia res ponsibilities and businesSs ethics. 
)Also, investi ng in compounies that generate 

profits more efAiciertly than their vivals 
Can be very proti taoe tof portfolios. 
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3ans) Eqyity Se Shares CEsC) 
Marketabiliby ordinary shares yaries according 

the size size o Compo9 
vertoY fnd T oWd Ordincwy shares of fer 

imvestor shigh potential returnsor high 
risk Porticvlarly visk ocapital losses 
fhefevence Shares CPsc) 

DPreference shores offer fiked stream o nvestment 

income,which is Poidnd generally toxed like a 
dividenc 
sufficient_proti ts. 

For all expected rate e af retorn on 
Prer prete rence shoures is ikely t Le less than on 
ordinovy 3horesbecause the risk of holdin 
pieference shoures is lesS. 
Converti bles 

)on vertide torm d ompoany securities are almost invarialdly_ 
nsecured loan Stpcks or_preference shoures that con vert 

0sbmiv ass as sumi-nq ro mpouny makes 

into ordinary shores ot 1Ssuing Compony. his additiona 

prospective eaAS retom_means that the issuer 

does not hawe offer excesi vely high rortes o 
interest on loan sibcks p attract lend ers 

Convertible onsecured loán Stocks give the right to 

Convert înb ordi nory shares of company at later date. 
(onvertible_preference shares give fight o onvert into 

ordinary shaxes at o laber date. The investor does not 
pay anything to convert 6ther than, surrendering the 
Convertible aefevene- r prep_preYerente sho shares. 

Coner G Convertibles qenerally provide higher income 



than ordinary shares and lower income than 
Conventiono oan Stock or preference shares. 

6) here wil be aenera less volatility in the 
price of Conyertible thon in the shae price price of 
o the under lying equtye eq uity 6 From investor's point ovie con vertible 
securities ter the0Pfortunity tCombine the ower risk delbt secUrity_ with the 

Potential for lorge gains of an eq vity 
7)The price paid, for this slower running 



ujeld than 

A Convetible bond_gives its owner the 

option to _exchange the bond or 
pre-deteymined number Cormmon shares. 

The convertible Loondholder hopes that the 
Compoiy'sshar_pricesi200m up so 
that the leond con be Converted at a 

protit 
to) If_share3 200m down 

norma Stock oY preterence share.

UP So 

there S no 

obligotion convert the bondholder remains 
just that. 

I)Investos value this option to keep the lbond 
or exchange it r shores and, theefore a 
(onvertible kcnk bond ells_at a higher 
price price than o Compauralble leond that is not 

Con vertible. 

Therefore at ter Compor ing equity shares 



preterene shores ond convertibles_I ete see eEem 

YeCgmmend Mr kevin 
startup t subscribe to (onverti bles. 

tas an inves tor in a 
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4ans)Rblic limited Compar Private Limited Componies 
Aprivate éempoamyimited compony's name must Apublic limited ompony is o ompony hose 

documentotion states that it is a public 
Co mpony_and which haS an issued share 
Copitaof at least f£s0,0 00. PublicImited
Companies offer shares o agneral_public and 
Shaveh olders have limited: lialbility.The name 

public imited compony mostend. with the 
wordeimetec tor aDbreviattomEO or it7 
public imited companu (or the alobrevi ation 
PLC or_ple). 

with the word limited'Cor the alobreviation end 

LD or td); A_private, limi td companq_is not 
allowed to offer its_shores to the public 

eguirement oj Stock Exchange thata 
Compony thot wants to hawe a ull Stock 

Excnange listing must be a puslic limited 
company, Flost_pyblic limited companies are lorge 

whose shares are held by many differert s horeholders 
ho don t take part in compa ny's do to day operattion. 

2Private limi ted (ompoaniesare a typically Small 
tompanieswith a narYOW range ot s ha reholders 
ot ten benq tomiyY run. 
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CISans)A_proprietbrship bvsiness oY sole trader s a 

usiness which is guned. by one- person 
and which is not o imi ted Compon . 
Pros o proprietoyship bosinessaye as to)lows: 

DSple prophebrship are easy to establish as no 
le gal doCumertation 1s required No speciticéeeumen 

doCumentation is needed t legal)y estabhsh 
this form of bosiness enntity. However sole trader 
uill need to lé fil in a normal tos in respect of bustnes 

hebosints (omplion ce.and toxation 
3 Yov con protect the name yovr sole 

proprie torship.: 
You Con hire as e man people yov want 

Yo hove Comple te control as the owner 
Sole_proprie torjhips are Ste Stepping_stone to 4) 

incorcoyporation 
7) t i5 easier to operate 

8) Sole trader i sole beneficior of profits 
| Cons ot_propvietosip bvSiness are as llows 

) Sole trader has onlmited liability uhich means 
that ita_consomer sues the Sole trader fov 
oreach o Conttract the total eat sute 
t¥ader personawealth of_ sole -trader including the sole traderS house and bank deposits 
would be_payebl gwailable D_payotf rerding T trad trad i ng liabilities. 

tis is veryhord to raise fina ne 
Tt acks pretest_professional risk and talent 

4)here is ris DYwrong decisions 
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5No largescale ecoveo m ies 

)Limibed 
2Lac _Anoncial control and difficulty trackinq 

Scope fr employees 

expense 
8Higher tos incidence 



A6ans) Suitable methods toTaise short term funds for 

vorking Capital needs are as tollóws:- 
Con overdrafs 
1tis form of short-term borrowinq from a 

bonk where a* the borrowe.r isqrantecd a facility 
to draud money ovt of Corrent accoynt such 

that 
e borrower pays interest ony on armount by which 

they 

itbecomes negative down to an aqreed limit 

they hev� are actuallyaverdrawn 
No explicit capi-tal ropoujments are made 
Overdrafts made t» componies oure vsually secured 

looting chorge C 

e e)Tntevestcha1ged on overdraft wilosuolly be 
hiqher than on a loain ot equivalent amount. 

f)Abon can demond mmediate repoment of oanean 
fA bank 

e overdraft with no notice. 
2rade credit- 
a)rade credit is an aqreement betwee n o CompoMy and Ond 

one ot:itSSupplieys to _payfor goods of services af tey they_hawe been Supplied. 
bIn most Cases explicit interest is charged. 



c)In mony industrieslate paument is so 
Common that exp)icit discounts Can be 
negotiated for not vslng trade credit 3Factorin g 
There ore two types Of factoring non re cou Tse tactoring and'reCsuYse factorinq or Cinvoice discountina). 

aNon-recoure tatos ina s where the suppliey sells on its trade debts to factor in ordeer 

and 

sel)s 
to e_etai obtain cash_paum ent ot the acCounts befoe their actval due date. The 
factor takes_ ovetalt Over al yesonsibility fr Credit onalusis o ne acCountts payMents Collection 

.b)Rec6UrSe foctor snly tactoring ønlu_provides'eavly 
and cred it losses. 

pa ume nt o inyoices. Lt is io loan whicl is 
Secored against hvojcesand has a valve which 
avtomatically flyctvates ith the aumount that 
the company sellsCredit risk se sells. Credit 
riskremains with the oriqina Suppliey. 

4Bitls 
A ill of_exchange etectively a claim to the 

of xchange 



gmount OLwed by_o_purchaser of goods on Credit 

and may be 

)his meanS 
ac cepted' by a bonk_for feus. 

that the bank qvorantees_poyment 

gainst_ the _bill towhoms6e vey holds_ the ill at 

matority 
c)he bil can 

term ace_ R finance 
heye here the endorser is an eligible bank the bill is_ 

known . as an eligible bill _er sot 
exehangE R exchonge phich is o very secDre 

investment. 
e)Gills_ of exchange aye nown as 

then be Sold to raise 1 short 

two name 

PaPersecavse theu-carry both the name of the 

Company hich owes the_ money ond the name ot the 

accepting bank 
5)Commercial 

Commercial_poper is a single nome short berm 
por foing Osed 

Paper 

by large Compoun ies . 
Comesjn the form ot bearer documents 

for large denominat iong are issued at 
discoont and redeèmed _at_par. 

)Commercial poper is not lis ted on exchange. 
d)Compaunies that wish t raise finance by_jssuing_ 

par. 

sterling_commercial_poper must meet_certtain min} mum 

Stondards. 
eLsSojng csmpanjes most: 
ibe listed on London Stock Exchangt 
ssDe a statement to confirm that the Comply ith the 

requirements of Stock kchange_ond that there have been 



no adverse changes in the Company's circumstances 
Since theyastpoblished accounts in accordance 

aith Steck Exchange rules. 
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7ans) A lease is an aqreement where the owner of an 

gives the lessee the right to vse the.. 

asset over a_period in return fora reqular 

asset 

Series _pcuyments. Legal ownership does not 

change hands. There are twb types of lease: 
Ope ratin9 Jease and tinance lease 

Operating lease 
Under on operating lease,the ouwner the 
asset will Yetain most of the risks associated 
tth_owning the asset. The leasewill betorY 

period svbstantia)ly shorter than the t kely 
feefthe_asset. fe ofrrt fe of the asset. 
Hinance lease: 
Under a tinance ea seessee takeS_an MoSE of the risks associated with owning the 
aJset. he lease ilbe for O_period Similr to the likely Jife the asset, The pre sent valve _payments under thee 

present 

aqreeme nt 15shown n the' lessee's balane Sheet twice : as aan asset and oas o Corre sponding iability 
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Q1anConvertible forms afcOmpony_secoyities are. 

almost invaYi ably unse coredloan st»cks or 

preferente shares that Convert into ordinaryL 
s hare of the issving_(ompa ny. hi5 

additional_proJ pe ctive retorn meáns that the 

issuer does not howe tw ot fer excessi vely high 
rates of jnerest on the oan stocks to 

attract lenders. Convertible vnse cured loan 
stocksare ynsecored loan Stocks_hich aive 
the right p Convert inb ordinary shayes 
of the(ompany_at o laber date. Converbrble 
pretere nce shares are preferente shares which 

give right_ to Con vert into ordinary shares 
at o a ter date The invest does ndt_pa 
Gnything t Convert_othey than SUrrenderinq 

notpo 
the onver tible_preterence shares. lhe Convertfble 
oan stpck ill hawe a s tated 
interest payment. For converti ble_preteren ce shares, 
sta ted rate will be in aSimiar fermat to 
dividends. Date oConversion miqht be a Single 
date or at the optjon d tho holder one of a5eries of_ specified dates, The _period 

ann va 

of 
prior t the tirst_posSible date for 

of 

Con verson 15 knouwn as th rest period . here 

for each Conyertible Tf the holder choo ses 
notto convert,then the securjty mjqht 

ilbe 0 SPeCItied numbey ot ordinaru showes 

Continve Continve as C o&n stpck_or_preference 
shetefor shave toy o_period oftime 



AHernative lu it might be redeemed on_a 
prescribed basi5immediate)y, Atany time the COst 
ofolotoining one ordinary oyPuTcha si nq the of 
reqvire humber ot conveti ble secovities_and Corverting required 
Con be Comgared ith martet_price of shaye. 

The aterence 5 known as Conyersion_premivm- Ihe 
charact¬ristics ofa Convertile loan Stoc in the 
periodTOY Conve.rsi on are a CYOSS between those 
otf xednterest stpc ond ordinarq shares. As this 

of 

haprensit ehaviovr becomes clos
r to that ofA 
the the security ntd which jt will convert.Ihis is 

also the (ase for_preference shares. Convertibles 

gene rally provide higherincome than ordinary shaer 
and lower ncome thoon Conventiona oan sto
k or 
preference shares. From the investorspoi t ct view 
Convertile secUrities ot fer the piaLtunihity 
oPPortumity toCom bine the l6wer risk oa 

delot secority th the, potential for large qains 
or an equity. ihe price paid for this is o lower 
Tunning yield than en e oAaE GA-a4eFmal-

OY_preteren (e On noTmal £ loan Stoc 
s hare: 



to Q9:2ans_arrantgives the holder the riqht to 
porchase a compony stpck at a speckic 
price at a specificdata. A _warrant is 
isSued directly_ by the compony conCerned 

nin vestos exercise warrcunt they 
Lporchase stvck_ and The_proceeds are a soUCe of capital for the company. Worrant certi fi cate terms the War Yont such as 

right 

ohen 

nclodes the 

expiry_date ond fina date it can be exerc ised. 



3 3 3ans) Convertibles generally_provide higher income thon ordinary

sharesand lower inComethon Conyention al loon 

stock oY preterence share. Loan stoCks_pvovide qross 
Ond preterences shares pYOvide income io the 

be 
jnomee 

tomat as dividen ds. Theve ilgenevally be Same 

ess votalitu jv the price of_Convertible than the 

in the underlying eity._ 
2From 

offer the oppoy tuni ty to combine the lower risk 
invertpr 'S pointofviewConvevti6le isecvr ties 

ofa debt security with the_potenbial for large 
qains of on equity 

3 e 
than 

price pYICe paid for this Slower running yeld 
normal Stwck or_prefere ce shoe. 

4)AConvertible bond qives ts owner the ahtte- 
oPtion to ekchange the bond tor o_predetermined 
nomber ot Comm on shores. 



6)he onvevti ble bondholder hopes thot the componys shae 
price Lilz0om up So that the bond Can be Converted 
at a biq_profit 
but t shares 200m down here is o obligation to onvert 
Dhe oondhalder rem ainsijust that. 

7Lnves tors valve this option to keepr the bond or exchonge it for shores Ound teretoea convertible bond 
sells at a higher pricethan a Comporolole bond that is not convertible.tegpit 

8)Henc_a Con yectrole must rade at a higher price than eqvrty stoc. 
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8 4a heronning yield cthe convertible mUSt 

be greater thaneqvity because o P 
mandatpry_dividends _o coupon poyment in 
the pretcrence shares 

Also equityIs an underlyi nq port o the 
Con veytiblethus inrease in the valve o 
shore Price increases the value Convertible. 

3)he Se cwrity dividend payment for the_ 
convertible ishigherthan that of the 
ordinoy shores_Ond th Option to convet to 
ordinary shares orea ftste leawe it as 

Price 

fixed jnterest Secority_allos inves tor tD 

Hence the_price of (onvertible _mUstbe 

make minimum eKpected_Yeturn.
4 

greaber than egity 
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