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Q1
A partnership is a business which is owned by more than one person and is not a limited company. The partnership may be owned in equal or unequal amounts by the partners. The owners have unlimited liability. All the partners are jointly liable for any business debts. They will also be ‘severally liable’, that is, each partner is liable to the full extent of their personal estate for the deficiencies of the partnership.
Any firm consisting of two or more members (note: not partners) engaged in a profit-making venture, may become a LLP. The LLP, as with a limited company, is a separate legal entity and whilst the LLP itself is responsible for its assets and liabilities, the liability of its members is limited. As with companies, however, actions may be taken against individual members who are found to be negligent or fraudulent in their dealings.
Most partnerships will have a ‘partnership agreement’ which sets out the rights of individual partners. 
In general terms, a LLP is governed by the partnership agreement that may already be in force within an existing partnership.
Partnerships are taxed favourably. Partners pay personal income taxes on their personal share of profits. But their business is not separately taxed.
A LLP is taxed in the same way that conventional partnerships are taxed. It is expected that LLPs will prove most attractive to professional firms (such as accountants and solicitors).
Since LLP is a new and more advanced products which has covered all the disadvantages of the traditional partnership product, I will suggest them to take LLP product into consideration.

Q2
Maximizing—or at least maintaining—value is necessary for the long-run survival of the corporation.
Suppose, for example, that its managers forget about value and decide that the only goal is to increase the market share of its products. So the managers cut prices aggressively to attract new customers, even when this leads to continuing losses. As losses mount, the corporation finds it more and more difficult to borrow money and sooner or later cannot pay existing debts. Nor can it raise new equity financing if share- holders see that new equity investment will follow previous investments down the drain. 
This firm’s managers would probably pay the price for this business malpractice. For example, outside investors would see an opportunity for easy money. They could buy the firm from its current shareholders, toss out the managers, and reemphasize value rather than market share. The investors would profit from the increase in value under new management.
Managers who pursue goals that destroy value often end in early retirement— another reason that the natural financial goal of the corporation is to maximize market value. 
If the return offered by the investment project is higher than the rate of return that shareholders can get by investing on their own, then the shareholders would vote for the investment project. If the investment project offers a lower return than shareholders can achieve on their own, the shareholders would vote to cancel the project and take the cash instead. As long as a corporation’s proposed investments offer higher rates of return than its shareholders can earn for themselves in the stock market (or in other financial markets), its shareholders will applaud the investments and the market value of the firm will increase. But if the company earns an inferior return, shareholders boo, market value falls, and stockholders’ clam or to get their money back so that they can invest on their own.

Q3
1)Equity Shares (ESC)
Marketability of ordinary shares varies according to the size of the company but is usually much better than for the loan capital of the same company. Investors tend to buy and sell ordinary shares more frequently than they trade in loan capital because the residual nature of ordinary shares makes them more sensitive to changes in investors’ views about a company.
2) Preference Shares (PSC)
Preference shares are much less common than ordinary shares. Assuming the company makes sufficient profits, they offer a fixed stream of investment income, which is paid and generally taxed like a dividend. They are not widely used, but are sometimes issued by financial institutions. Preference shareholders have a preferential right to either dividends, or a return of capital, or both, when compared with ordinary shareholders. They do not usually carry voting rights. The investment characteristics are more often like those of unsecured loan stocks than ordinary shares. Dividends do not have to be paid to preference shareholders.
3) Convertibles 
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. Convertible unsecured loan stocks are unsecured loan stocks which give the right to convert into ordinary shares of the company at a later date. Convertible preference shares are preference shares which give the right to convert into ordinary shares at a later date. The investor does not pay anything to convert other than surrendering the convertible preference shares. The convertible loan stock will have a stated annual interest payment (paid in twice-yearly instalments). For convertible preference shares, the stated rate will be in a similar format to dividends.  Convertibles generally provide higher income than ordinary shares and lower income than conventional loan stock or preference shares. There will generally be less volatility in the price of the convertible than in the share price of the underlying equity. From the investor’s point of view, convertible securities offer the opportunity to combine the lower risk of a debt security with the potential for large gains of an equity. The price paid for this is a lower running yield than on a normal loan stock or preference share.




Q4
	PUBLIC LIMITED COMPANY
	PRIVATE LIMITED COMPANY

	A public limited company is a company whose documentation states that it is a public company
	All other limited companies are classed as private limited companies.

	has an issued share capital of at least £50,000.
	A private limited company is not allowed to offer its shares to the public.

	The name of a public limited company must end with the words ‘public limited company’ (or the abbreviation PLC or plc).
	A private limited company’s name must end with the word ‘limited’ (or the abbreviation LTD or ltd).




Q5
A sole trader is a business which is owned by one person and which is not a limited company. 
The first advantage is that so proprietorship is easy and inexpensive to form. It is the simplest and the least expensive way to establish a business structure. You just need to register your business with state or local government. In some areas there is no requirement for a business license. Not a lot of paperwork involved. So, the costs involved are minimum with legal cars limited to obtaining the necessary licences of permits. Suppose you start a restaurant and you want to sell alcohol to your customers. You need to apply for the liquor license before you can start your business. These kinds of regulations vary by industry, state and location. There are a few government regulations. Which means you have the complete control of the business. Because you are the only owner of the business you have full control and freedom. You are the boss. Another advantage is about taxes. You don’t have to pay separate taxes for your business. And so, it’s easy to fulfil the tax reporting requirements for a sole proprietorship. All profits are yours; you just need to file personal income taxes and nothing else.
But this structure also has this down size. The biggest disadvantage is the unlimited personal liability. Since there’s no deal separation between you and your business, you can be held personally liable for the debts and obligations such as lawsuits of a business. This risk extends to any liabilities incurred as a result of employee actions. If the business goes broke, you need to pay any debt using your personal belongings such as your car and your home. Your company and the personal finances are tangled with each other. Another point is limited life. The life of the company depends on your own. It is limited by the life of the owner. When the owner quiz or sells the business, the business will be disrupted. And the value of the company wont worth the same as before. Customers trust the original owner and this kind of trust may not transfer easily to a new owner. Because of the unlimited liability and the limited life of the business, this kind of business is hard to grow and raise money for. Sole proprietors often face challenges when trying to raise money. You can sell stock in the business which limits investor opportunity. Banks are also hesitant to lend to a sole proprietor. Because of perceived additional risk when it comes to repayment if the business fails. As a result, the proprietor has to raise capital by typing savings using credit cards or borrowing from family members. 
All these pros and cons are result of no distinction between the business and the owner. You are entitled to all profits and are responsible for all your business debts, losses and liabilities. You along are ultimately responsible fir the business’ success and failures.

Q6
Delta Corp could consider any these options to invest money for short term:
1) Bank overdraft
An overdraft is a form of short-term borrowing from a 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 are actually overdrawn. No explicit capital repayments are made.
Overdrafts made to companies are usually secured by a floating charge. The interest charged on an overdraft will usually be higher than on a loan of equivalent amount. A bank can demand immediate repayment of an overdraft with no notice.

2) 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 is charged. In many industries, late payment is so common that explicit discounts can be negotiated for not using trade credit.

3) Factoring
There are two types of factoring: ‘non-recourse factoring’ and ‘recourse factoring’ (or ‘invoice discounting’). 
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 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.
4) Bill 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 guarantees payment against the bill to whomsoever holds the bill at maturity. 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.
Bills of exchange are known as ‘two name’ papers because they carry both the name of the company which owes the money and the name of the accepting bank.




Q7
A lease is an agreement where the owner of an asset gives the lessee the right to use the asset over a period, in return for a regular series of payments. Legal ownership does not change hands. There are two types of leases:
operating leases and finance leases.
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. The present value of the payments under the agreement is shown in the lessee’s balance sheet twice: as an asset and as a corresponding liability.

Q8
(a)
Convertible forms of company securities are, almost invariably, unsecured loan stocks or preference shares that convert into ordinary shares of the issuing company.
There will be a specified number of ordinary shares for each convertible. If the holder chooses not to convert, then the security might continue as a loan stock or preference share for a period of time. Alternatively, it might be redeemed on a prescribed basis immediately. At any time, the cost of obtaining one ordinary share by purchasing the required number of convertible securities and converting can be compared with the market price of the share. The difference is known as the conversion premium.
The characteristics of a convertible loan stock in the period prior to conversion are a cross between those of fixed interest stock and ordinary shares. As the likely date of conversion (or not) gets nearer, it becomes clearer whether the convertible will stay as loan stock or become ordinary shares. As this happens, its behaviour becomes closer to that of the security into which it will convert. This is also the case for convertible preference shares.
Convertibles generally provide higher income than ordinary shares and lower income than conventional loan stock or preference shares.
(b)

(c) The characteristics of a convertible loan stock in the period prior to conversion are a cross between those of fixed interest stock and ordinary shares. As the likely date of conversion (or not) gets nearer, it becomes clearer whether the convertible will stay as loan stock or become ordinary shares. As this happens, its behaviour becomes closer to that of the security into which it will convert. This is also the case for convertible preference shares.
Convertibles generally provide higher income than ordinary shares and lower income than conventional loan stock or preference shares.

(d)

