I confirm that I have not used AI tools in the research and creation of this assignment. I confirm that I have not presented any AI generated materials as my own work.










































This report is for Dr Rahman, Leo, and Sophie, who run NeuroPulse Analytics, an AI and data consultancy. Dr Rahman leads technical work, while Leo and Sophie contribute capital and help manage the business. The company plans to take on an £850,000 international contract, hire more staff, and attract outside investors to support growth (Davies, 2020; Morse, 2020).

Given how the business is currently set up, it is not clear whether NeuroPulse is legally considered a partnership under section 1(1) of the Partnership Act 1890, or if the founders could be personally responsible for all the company’s debts. There are also questions about how the business is managed and how disagreements between the founders would be handled. This report will:
· Look at whether NeuroPulse is likely already a partnership (Morse, 2020).
· Examine the different interests of shareholders, directors, members, and creditors in various business structures (Davies, 2020).
· Consider how suitable a general partnership, a limited liability partnership (LLP). or a private company limited by shares would be for the company’s growth plans (Worthington, 2016).
· Recommend the best legal structure for the business, considering risks, management, and the potential for investment (Davies, 2020).
The report examines the Partnership Act (1890), the LLP Act (2000), and the Companies Act (2006), along with key cases like Salomon v A Salomon & Co Ltd (1897) and expert commentary on company and partnership law (Davies, 2020) (Morse, 2020; Worthington, 2016).

A partnership exists when people run a business together to make a profit (Partnership Act (1890), s 1(1)). Partnership law is flexible, recognising informal arrangements, and makes all partners responsible for business debts (Morse, 2020). Sharing profits can indicate a partnership under section 2(3), but it is not conclusive. Each partner can make decisions for the business (s 5) and is personally responsible for debts (s 9) and any wrongful acts (s 12) (Partnership Act 1890, ss 2(3), 5, 9, 12).
Courts focus on what the business does, not the labels used. In Cox v Hickman (1860) and Khan v Miah (2000), the courts confirmed that a partnership exists if people are genuinely working together on a business, even before trading begins (Morse, 2020).

Applying these rules to NeuroPulse:
· The company is actively running a consultancy and earning money.
· Dr Rahman, Leo, and Sophie have all put in money and help manage the business.
· They all want to make a profit from their work.
· They have worked together on business projects and made key decisions as a team (Morse, 2020).

If the three founders share the profits, this meets the condition in section 2(3) of the Partnership Act (1890). A mutual agency exists if any partner can make agreements or sign contracts for the business (s 5). Because NeuroPulse is not formally registered as a company, it does not have its own legal identity, which means the founders could be personally responsible for the business’s debts and contracts (Partnership Act 1890, ss 2(3), 5, Morse, 2020). Therefore, it is very likely that NeuroPulse is already a legal partnership. This means that all three founders could be fully responsible for the £850,000 contract and any other business debts, which could put their personal money and assets at risk (Morse, 2020).

The way NeuroPulse is currently set up shows both the advantages and disadvantages of partnership law. It is easy to start and makes decisions quickly, but partners have unlimited personal liability and there are no formal rules for managing the business, which increases risk. Also, partnerships are not well suited for big contracts or bringing in outside investors, because investors usually prefer companies that have a clear ownership structure and limited liability (Morse, 2020).
Unlike a partnership, a private company limited by shares has its own legal and management structure. When a company is registered under the Companies Act (2006), it becomes a separate legal entity. This gives the owners limited liability and a clear system for managing the business, which makes it easier to attract investment, enter contracts, and handle disputes (Davies, 2020).

Section 16(3) of the Companies Act (2006) says that when a company is registered, it becomes a legal body that can carry out all the activities of a company. This follows the principle from Salomon v A Salomon & Co Ltd (1897), which confirmed that a company has its own legal identity separate from its owners. Section 3(2) also makes sure that shareholders are only responsible for any unpaid amount on their shares (Companies Act 2006, ss 3(2), 16(3)) (Davies, 2020).

For NeuroPulse, becoming a company would mean that the business itself would sign the £850,000 contract instead of Dr Rahman, Leo, or Sophie signing it personally. Their personal money and assets would usually be protected from business debts. Their personal risk would normally be limited, unless they agree to personal guarantees or break certain legal rules, such as being involved in fraudulent trading (Companies Act 2006; Davies, 2020).
Cheffins (2018) explains that limited liability helps businesses grow because it encourages people to invest in companies while also protecting business owners from losing their personal money if the business fails. A private company limited by shares creates different roles in the business, such as shareholders, directors, members, and creditors, and each group may have different interests. It is important to understand these roles to decide whether this type of business structure would be suitable for NeuroPulse (Davies, 2020) (Worthington, 2016).
Shareholders are the people who own the company. They invest money in the business and in return they can receive dividends, benefit if the value of their share's increases, and have the right to vote on important decisions. Their main goal is usually to increase the long-term value of their investment (Worthington, 2016). Section 561 of the Companies Act (2006) gives existing shareholders the first chance to buy new shares so that their ownership is not reduced. In addition, minority shareholders are protected by section 994 of the Companies Act 2006, which allows them to act if they are treated unfairly by the company (Companies Act 2006) (Davies, 2020).

For NeuroPulse, Dr Rahman, Leo, and Sophie would likely own all the shares at the beginning. This would allow them to keep control over important business decisions. In the future, outside investors could buy shares under agreed terms, which would help bring more money into the business while keeping clear rules about how the company is run. This is different from partnerships and LLPs because those structures do not allow ownership through shares or the same type of investment through equity (Keay, 2019).
Directors are responsible for running the company and managing its daily activities. They must follow legal duties set out in sections 171–177 of the Companies Act (2006). Section 172(1) requires directors to act in good faith and make decisions that promote the success of the company for the benefit of its members. When doing this, they must also consider factors such as the long-term effects of their decisions, the interests of employees, relationships with customers and suppliers, the impact on the community and environment, the company’s reputation, and fairness between members (Companies Act 2006) (Davies, 2020).

This rule reflects the idea of “enlightened shareholder value,” which means directors should aim to benefit shareholders while also considering the interests of other groups connected to the business (Davies, 2020) (Finch and Turner, 2021).
Application to NeuroPulse:
· Accepting the £850,000 contract requires evaluation of long-term financial stability and risk management (s 172(1)(a)).
· Recruitment of employees involves considering welfare, retention, and future training (s 172(1)(b)).
· Investment decisions must balance founder control with investor rights (s 172(1)(f)).
These statutory obligations provide clarity and formal accountability that partnership arrangements lack.

Directors normally owe their duties to the company and its shareholders. However, if the company is close to insolvency, they must give more attention to the interests of creditors (BTI 2014 LLC v Sequana SA (2022) (Keay, 2018). In a partnership, creditors can claim directly against the personal assets of all partners. By contrast, in a company structure, personal liability is usually limited unless directors break their legal duties.
For NeuroPulse, limited liability would help protect the founders’ personal assets from business risks. However, the directors would still need to keep a close watch on the company’s financial position to make sure that the interests of creditors are considered if the business starts to face financial problems (Keay, 2018).
The Articles of Association act as a legal agreement between the company and its members under section 33 of the Companies Act (2006). They set out how the company is run, including how decisions are made, the powers of directors, and the rights of shareholders. NeuroPulse could choose to use the standard Model Articles or create its own Articles to deal with specific issues in the business (Companies Act 2006) (Davies, 2020).
· reserved matters requiring supermajority approval.
· share transfer restrictions.
· pre-emption rights.
· investor protection mechanisms (drag-along/tag-along clauses).
· director appointment and removal processes.
Bespoke Articles are particularly valuable for companies seeking external investment while maintaining founder control (Davies, 2020) (Worthington, 2016).
Partnership: Unlimited personal liability (Partnership Act 1890, s 9) exposes founders to full contractual risk. LLP: Limited liability protects personal assets, but credibility with international clients may be weaker, as LLPs lack share-based ownership structures (Keay, 2019). Limited Company: Separate legal personality (s 16(3)), limited liability (s 3(2)), and director duties (s 172) balance risk management with commercial legitimacy.
A private company provides the strongest protection and credibility for high-value contracts. Partnership: New partners must assume personal liability; no equity-based investment. LLP: Admission of members possible but lacks flexible equity instruments for venture capital. Limited Company: Share issuance (ss 549–551), statutory pre-emption rights (s 561), and bespoke Articles facilitate structured capital raising. Incorporation provides a clear path for venture capital and professional investment. Partnership: Owner-management conflation limits formal governance and employee consideration. LLP: Members collectively manage the business, no formal director employee hierarchy. Limited Company: Directors’ statutory duties under s 172 embed employee considerations; Articles clarify governance; scalability is supported.
A private company framework enhances accountability and operational efficiency. NeuroPulse is probably already a legal partnership under section 1(1) of the Partnership Act 1890, which means the founders could be personally responsible for all business debts. A limited liability partnership (LLP) would protect their personal assets, but it does not allow ownership through shares and is usually less appealing to outside investors (Morse, 2020) (Keay, 2019).

A private company limited by shares under the Companies Act 2006 offers:
· separate legal personality (s 16(3)).
· limited liability for shareholders (s 3(2)).
· structured governance via director duties (ss 171–177).
· investment flexibility through share issuance (ss 549–551).

For NeuroPulse’s plans to take on a large international contract, bring in investors, and hire more staff, setting up as a company offers the clearest and most practical legal structure. Incorporation limits personal risk, provides clear rules for running the business, protects all parties involved, and improves the company’s credibility with clients and investors (Davies, 2020) (Cheffins, 2018).
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