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[bookmark: _Toc161308946]PART ONE: Briefing Note: Business Structure Options for Sweetstuff Expansion
Date: 14th March 2024
Prepared by: Sylwia Maciejewska
Subject: Business Structure Options for Sweetstuff Expansion
Dear Paul,
As you prepare to take Sweetstuff to the next level by expanding into a commercial catering unit, you must carefully consider the appropriate business structure. Each of the three options, including sole trader, partnership, or private limited company, have their merits and demerits on the company’s operation. For instance, these models carry distinct implications regarding legal personality, liability, creation formalities, and ongoing regulations. Moreover, they will impact other issues, business structures, and formalities such as management, finance, transfer of interest, and taxation. Below, I outline the key considerations for each structure:
a). Legal Personality:
i. Sole trader 
The sole trader business framework considers the business and the owner the same legal entity. In this type of business, the owner has complete control over the company, including decision-making processes. 
ii. Partnership 
A partnership business involves two or more individuals sharing the ownership of the company and its responsibilities. It is similar to a sole trader but with multiple owners.
iii. Private Limited Company
A private limited company is a distinct legal entity from its owners. It, therefore, provides limited liability to shareholders.
b). Personal Liability:
i. Sole Trader: 
In a sole proprietorship, the business comes with unlimited personal liability. In this form of business, the owner is responsible for all debts and obligations since he manages the business single-handedly.
ii. Partnership: 
In the partnership business, each partner has unlimited liability. This means that they are personally liable for the partnership's debts and actions.
iii. Private Limited Company: 
In this type of business, the business structure shields personal assets from business liabilities. This is an incredible approach that mitigates risk for individual investors. In the business, it offers a limited liability. The shareholders' liability is limited to the amount unpaid for their shares.
c). Creation:
i. Sole Trader
Setting up as a sole trader is quick and straightforward as it involves minimal formalities and costs. To start a sole trader business, one should choose a business name (if needed), register for taxes, and obtain the necessary licenses. They should have a separate business bank account for financial transactions. Keep meticulous records of income and expenses (Ayishetu et al., 2022). One can optionally register their business name. After that, one should develop a marketing strategy to attract customers. Once all legalities are in order, one can begin operating. 
ii. Partnership
On the other hand, a partnership requires an agreement outlining roles, responsibilities, profit sharing, and dispute resolution. It is relatively straightforward but more complex than a sole trader. Moreover, the startup costs may vary depending on the legal advice sought.
iii. Private Limited Company
This form of business is more formal and can be costly to set up compared to the others. It involves registration with the Companies House, drafting of Articles of Association, and appointment of directors. 
d). Name of the Business:
i. Sole Trader
Naming a sole trader business is straightforward. You can use your name or choose a trading name. One should ensure the chosen name is not already used and does not infringe on trademarks. If they opt for a trading name, it does not require formal registration, but it is wise to check availability to avoid conflicts.
ii. Partnership
Partnerships can use the names of the partners or create a trading name. However, it is essential to agree on the name and ensure it is available for use. Partnerships may need to register their business name with relevant authorities such as HM Revenue & Customs (HMRC), and it must not infringe on existing trademarks.
iii. Private Limited Company
Private limited companies must choose a unique name and register it with the appropriate government authority, such as Companies House. The chosen name should not already be used and must comply with naming regulations. Once approved, the company name becomes its legal identity.
e). Ongoing Formalities/Regulations and Privacy:
i. Sole Trader: 
The sole trader business requires minimal ongoing formalities. Moreover, it is also important to note that the owner’s financial affairs are private. Their financial affairs are typically private unless required for tax purposes or legal reasons.
ii. Partnership
 In partnership, the partners must submit annual accounts and partnership tax returns to HMRC. However, in this form of business, financial affairs are not private as it is shared among partners and may be subject to public disclosure.
iii. Private Limited Company
This form of business requires annual filings with Companies House, including annual accounts and confirmation statements. Financial information is publicly accessible, providing transparency but reducing privacy. Compliance with regulations ensures legal protection and accountability.
f). Management:
i. Sole Trader
Sole traders have complete control over the decision-making and management of the business. They make all operational, strategic, and financial decisions independently (Lominé et al., 2019). This level of independence allows quick and flexible action in business decision making matters. However, it also means that all responsibilities fall solely to the owner, including any potential liabilities or risks.
ii. Partnership
In a partnership, management responsibilities are typically shared among the partners as outlined in the partnership agreement. Partners collaborate on decision-making, with each contributing to the business's direction and operations. This shared management structure promotes teamwork and a wide range of expertise. However, it also requires effective communication and coordination among partners.
iii. Private Limited Company
Directors appointed by the shareholders manage private limited companies. Directors oversee the company's day-to-day operations, make strategic decisions, and ensure compliance with legal and regulatory requirements (Narayanaswamy, 2022). Shareholders elect directors and have the power to remove them if necessary. This separation of ownership and management provides clarity in decision-making roles. It also allows specialized expertise in the business but requires directors to act in the best interests of the company and its shareholders.
g). Finance
i. Sole Trader/Partnership
In this business, personal assets may be used to finance the business. Access to external funding may be limited.
ii. Private Business
Similar to sole proprietorship. 
iii. Private Limited Company
Here, it is easier to access external funding through issuing shares. Limited liability may make it more attractive to investors.
h). Transfer of Interest:
i. Sole Trader 
Business ceases upon the owner’s death or retirement.
ii. Partnership
Requires agreement between partners; new partners can be admitted, or existing ones can withdraw, subject to the partnership agreement.
iii. Private Limited Company
Shares can be transferred or sold, subject to shareholder agreement and statutory requirements.
i). Taxation:
i. Sole Trader/Partnership
Taxed on profits as income tax. There is no distinction between personal and business income.
ii. Private Limited Company
Corporate tax on profits and dividends is subject to income tax for shareholders. It may be more tax-efficient, depending on circumstances.
In conclusion, the decision on the business structure should be based on key factors such as liability, control, taxation, and growth plans. Considering the above types of business structures, sole trader and partnership offer simplicity and flexibility, while a private limited company provides limited liability and potential for expansion and investment. It is advisable to seek professional advice to determine the most suitable option for Sweetstuff's future endeavors.
Please feel free to contact me if you require further clarification or assistance.
Best regards,
Sylwia Maciejewska
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Analysis of Partnership Terms for Formalization into an Express Agreement
Introduction:
In establishing a partnership between Paul Potter, George Benson, and Katya King, various terms and agreements have been discussed and recorded in Document 1. This document is the basis for determining whether these terms should be formalized into an express partnership agreement. Therefore, this analysis aims to evaluate each term outlined in Document 1. We will consider every term's legal implication, potential risks, and benefits to do so. This will help us to determine the necessity and suitability of adding these terms in an express agreement.
1. Capital Contributions:
· Paul Potter: £30,000
· George Benson: £10,000 (capital) + £20,000 (loan)
· Katya King: £10,000
Analysis: The above specifies capital contributions and loan agreements captured in Document 1, which represent financial commitments given by each member as the amount essential to form the partnership and begin the business operation (Lerner and Leamon, 2023). Therefore, including these terms in the agreement ensures clarity regarding each partner’s financial obligation and the loan terms. This clarity helps to minimize potential disputes or misunderstandings that may arise in the future.
2. Interest on Capital Contributions:
· Interest rate: 5% per annum
Analysis: The document contains information that allows the provision of interest on capital contributions. This is an incredible approach as it aligns with standard partnership practices and ensures fair compensation for invested funds (Lerner and Nanda, 2020). Including such matters in the express agreement facilitates transparency and accountability regarding the financial arrangements within the partnership.
3. Partner Salaries:
· Paul Potter: £10,000 per annum
· George Benson: £7,000 per annum
Analysis: The allocation of salaries reflects the role of each partner and their contributions to the business. Therefore, including these figures in the express agreement helps to establish clear expectations and responsibilities. This approach minimizes potential conflicts or disputes that may arise over remuneration.
4. Katya King's Work Schedule:
   - Katya is to work 16 hours per week due to freelance commitments.
Analysis: Katya's limited availability due to her freelance work necessitates clarification in the partnership agreement. This ensures their alignment with the partnership's operational needs and expectations. Addressing this aspect in the deal promotes transparency and understanding among partners.
5. Profit Sharing:
· Paul Potter: 50%
· George Benson: 30%
· Katya King: 20%
Analysis: The specified profit-sharing ratios reflect the partners' agreed-upon contributions. This also helps to determine other entitlements within the partnership. Therefore, formalizing these ratios in the express agreement ensures equitable distribution of profits and aligns with the partners' expectations and commitments.
6. Partner Retirement or Departure:
· Valuation and purchase of departing partner's share.
· Payment by monthly instalments over two years with 5% interest per
Analysis: The outlined provisions for partner retirement or departure establish a structured process for valuing and transferring a departing partner's share (Gattringer and Wiener, 2020). Therefore, adding these terms in the express agreement safeguards the interests of all partners. It also ensures a fair and orderly transition during a partner's exit.
7. Commitment Requirement for Katya King:
· Expectation of a minimum 16 hours per week commitment to Sweetstuff.
Analysis: Paul's concerns regarding Katya's commitment to the partnership call for increased clarity and accountability in the express agreement. Therefore, the inclusivity of this expectation ensures mutual understanding and adherence to the partnership's operational requirements.
Based on the terms outlined in Document 1, it is advisable to have an express partnership agreement in place. The following reasons justify this choice.
i. Clarity and Certainty: 
An express agreement will help ensure all partners understand their rights, obligations, and expectations clearly. This includes initial capital contributions, loan arrangements, salaries, profit-sharing ratios, and partner retirement or departure terms.
ii. Legal Protection: 
A written agreement will provide legal protection for all parties involved. This will help to prevent future misunderstandings and disputes by establishing a framework for resolving issues.
iii. Enforceability:
An express agreement is legally enforceable. If any partner fails to adhere to the agreed terms, the other partners have recourse to legal remedies.
iv. Flexibility:
While partnerships can operate without a formal agreement, having one allows for greater flexibility in addressing the business's and its partners' specific needs and circumstances. This includes provisions for Katya's reduced hours due to her freelance work and the option to purchase a retiring partner's share.
v. Exit Strategy: 
The agreement outlines valuing and purchasing a departing partner's share. Therefore, this provides a clear exit strategy for all parties involved.
vi. Protection of Business Interest:
The provision regarding Katya's commitment to Sweetstuff ensures that her involvement remains aligned with the partnership's goals and expectations. This protects the business's interests and ensures continuity in operations.

Conclusion:
The terms outlined in Document 1 demonstrate the essential elements of the partnership agreement. These include capital contributions, financial arrangements, roles and responsibilities, profit sharing, and exit strategies. Therefore, including these terms in an express partnership agreement is essential to ensure clarity, transparency, and an effortless process when legal actions are required. The partnership establishes a solid foundation for collaboration and governance by addressing each term in the agreement. Thus, by so doing, it minimizes potential conflicts and maximizes the partnership's potential for success. 
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