Business Finance Assignment

Q1.  4 medical practitioners can start with LLP business.
Contrast
i.In LLP partners have limited liability whereas in traditional business partners have unlimited liability.
ii.LLP is a legal entity separate from its partners whereas traditional business is not a legal entity separate from its partners.
iii.A LLP has to be registered at Companies House. An incorporation document must be submitted and signed by at least two persons, who will become the first members of the LLP. Whereas in traditional business verbal agreement is also valid.
iv.In LLP minimunm two partners and there is no limit in maximum number of partners. Whereas in traditional business minimum two and maximum 20 partners are required.
Comparison
i.Partners is not employee of firm in case of traditional business whereas in LLP partners is not employee of LLP.
ii.In LLP and traditional business rights of partnerships are assigned.
Q2. Yes, shareholders give more value to corporations which have higher earnings. Shareholder value is the value given to stockholders in a company based on the firm's ability to sustain and grow profits over time. Increasing shareholder value increases the total amount in the stockholders' equity section of the balance sheet. The maxim about increasing shareholder value is in fact a practical myth—there is no legal duty for management to maximize corporate profits.
Q3. Mr. kevin must subscribe Convertible. Convertible forms of company securities are, almost invariably, unsecured loan stocks or preference shares that convert into ordinary shares of the issuing company. 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. Convertible unsecured loan stocks are unsecured loan stocks which give the right to convert into ordinary shares of the company at a later date.In 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.
Q4. 1.  A public limited company is a company listed on a recognized stock exchange and the stocks are traded publicly. On the other hand, a private limited company is neither listed on the stock exchange nor are they traded. It is privately held by its members only.
2.  Public limited companies offer shares to the general public whereas private limited company does not.
3.  The minimum number of members required to start a public company is seven. As against this, the private limited can be started with a minimum of two members.
4.  There are minimum 3 directors in a public limited company whereas in private limited company there are 2 directors.

Q5. Sole Proprietor ship
	Advantages
	Disadvantages

	It is easy to start.
	No liability protection.

	Less paper work is required.
	Financing and business credit is harder to procure

	Fewer registration fees.
	Unlimited liability

	Simplified owner ship.
	Difficult to raise fund.



Q6.The following are the ways to raise short term funds for working capital needs:
Trade credit-It’s important to maintain a good report with your trade creditors. They  provide trade credit in the form of business supplies and equipment that can be paid for at a later date. Such an arrangement can give you time to raise more funds and eventually repay these creditors.
Bank overdraft- A bank overdraft is a speedy way of raising short-term funds as it helps with withdrawals over current account balances. The overdraft limit, however, depends on your credit history, business turnover, collateral assets, and the reason for the overdraft.
Q7. In operating lease  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.
In financial 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. In effect, in using a finance lease the lessee is in a similar position to buying the asset outright, but financing this by paying rent rather than by paying a lump sum up front.
Q8. i. Convertibles- Convertible preference shares are preference shares that can be converted into ordinary shares at a later date.
ii. Warrant-Warrant are call options written by a company on its own stock. the company issues more of its own shares and sells them to the option holder for the strike price. The exercise of a warrant leads to an increase in the number of shares that are outstanding. This, in turn, leads to some dilution in the value of the equity.
iii. Convertible bonds allow investors to exchange the bonds 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. .Also, Convertible stocks have several advantages over ordinary share capital and ordinary unsecured loan stocks, both from the issuer’s and from the investor’s point of view. In this way the investor can enjoy a sum for a stated period and after that share price
iv. There will generally be less volatility in the price of the convertible than in the share price of the underlying equity. This is because the dividend payment is fixed and does not depend to the same extent on the short-term profits growth of the company. Convertibles generally provide higher income than ordinary shares and a lower income than conventional loan stock or preference shareThis is because prior to conversion convertibles do not benefit from the dividend growth enjoyed by ordinary shareholders, but longer term convertibles do offer the prospect of benefiting from the growth of the dividend.






