[bookmark: _Int_YZzPzAXt][bookmark: _Int_owMtKSQJ]In regard to this scenario, Dr. Anaya Rahman is looking for advice in the most appropriate legal structure for her to expand her technology consultancy, NeuroPulse Analytics. Even though Dr. Rahman does consider herself as a sole trader, two of her fellow colleagues, Leo and Sophie, have financially contributed and have also participated in management decisions even without a written agreement. This now raises the question of whether a partnership had already pre-existed between all parties involved. The business is now entering a new stage of development and Dr. Rahman does intend to undertake a substantial amount of £850,000 annual contract with a multinational client and hire additional staff and seek an external investment to develop an artificial-intelligence product. Whilst all of this is going on, there has been several disputes between all three parties in concerning who has the decision-making authority, the profit distribution and who would be responsible for the debts. Also, a potential investor has requested that there is clear leadership of this company, has also asked for full financial transparency and for there to be limited liability.
[bookmark: _Int_qbruTgCz]          Within this assignment all parties involved will be critically evaluated on the principles that underline a partnership and how specific company law will be applied to determine whether partnership does exist between all of them and not just Dr. Rahman. It also assesses how certain business transactions and future development would operate by potentially having three separate structures. These structures are a traditional partnership, a limited liability partnership (LLP), and finally, a private limited company. The assignment will conclude by recommending an appropriate structure like Dr Rahman had ask for advice on and also examining how the interests of any directors, shareholders, members and creditors will interact within the structure that has been set out for them. 
     The first thing that needs to be looked at is what is a partnership and what is the purpose of it? The key legislation that governs partnership in the UK is the Partnership Act 1890 (PA 1980). Under s.1(1) of the Partnership Act 1980, it defines a partnership as, “the relation which subsists between persons carrying on a business in a common with a view of profit.” Within this act, it also states that there needs to be three essential elements need to exist which are, one; a business, two; carried on in common, and three; with a view to profit. The reasoning behind partnership law developing is to regulate collaborative commercial practises as it helps to conduct each partner of the business. Under s.5 PA 1890, every partner of the firm is deemed to be an agent and partnes for the purpose of the business itself. However, acts that are carried out by a partner of the firm must be within a certain standard as this act does bind the firm and all the partners together. This rule can be seen in the case of Mercantile Credit Co Ltd v Garrod [1962]. The fact of this case is that a garage owner allowed a manager to run the garage and sell cars but privately instructed him not to see on hire-purchase. The manager then ignored this instruction and sold one of the cars on hire-purchase to Mercantile Credit. The court of appeal held that the owner was bound by the contract and even if the other party has not acted within the usual scope of their authority. This then shows the wide range of external authority of partners, even where internal agreements limit such authority to the other person. Another big factor of partnership is the unlimited joint liability. Under s.9 PA 1890, partners are jointly liable for any debt that has been accumulated and any obligations that occur whilst they are partners. This means that any creditors that want to pursue any partner personally for the entirety of the firm’s debts can do so. On the other hand, when there is no partnership agreement that exists within the company, there a default rules that come into place under s.24 PA 1980. These rules include; equal sharing rights of profit and losses, equal rights in management, decisions determined by a majority vote, and lastly there is no entitlement to remuneration for acting in the partnership business. However, these rules often create difficulties for growing a business where the partners have unequal contributions or expectations. 
[bookmark: _Int_UTqVSxBk][bookmark: _Int_ixhZe3za]         In regards to this scenario, Dr. Rahman does consider herself as a sole trader, the legal reality does depend on the facts rather than Dr. Rahmans description of the arrangement. The facts that have been presented indicate that Leo and Sophie have contributed financially, participated in day-to-day business and finally they have engaged in decision-making that concerns the business. All these elements together do strongly suggest that the other parties involved are helping to carry out business together. In the case of Khan v Miah [2000], Khan and Miah had agreed to open a restaurant together and were both doing preparation in order for this restaurant to open. Before the restaurant had opened, the relationship between both parties had broken down and Khan had excluded Miah from the business. The house of lords held that a partnership had already been formed between them both and therefore a partnership can exist even before trading begins. This does demonstrate that the courts interpret “carrying on business” on a wide spectrum. If s.1 PA 1980 is applied, then it is highly likely that Dr. Rahman, Leo and Sophie are already all operating as a general partnership. 
[bookmark: _Int_Kd45Uc2r][bookmark: _Int_pFi3VFFa]         As Dr. Rahman as stated, she is looking at expanding NeuroPulse Analytics and how she chooses to legally structure will significantly affect how big transitions are managed such as the £850,000 proposed contract, any external investment, and future financing. These issues will all differ considering whether it is under a traditional partnership, a limited liability partnership (LLP), and a private limited company. In a traditional partnership governed by the Partnership Act 1890, each partner acts as an agent of the firm and may bind the partnership when acting within the ordinary course of the business which comes under s.5 PA 1890. Due to this, any of the partners could legally agree to any significant contracts which do include the proposed agreement with the multinational client. Looking at a limited liability partnership, this is governed by the Limited Liability Partnership Act 2000. Under s.1(2) of the Limited Liability Partnership Act 2000, an LLP is considered as a body corporate with separate legal personality, meaning it exists independently from the individual members. The members of an LLP do benefit from limited liability as it protects them and their personal assets from most business debts. This would be beneficial for Dr. Rahman and her fellow colleagues as it could reduce the financial exposure that they are currently faced with. LLPs also provide a certian amount of flexibility in management as they can regulate their rights and responsibilities through an LLP agreement. This flexibility could help resolve current disagreements between Dr. Rahman, Sophie and Leo. However, LLPs are deemed as less attractive to investors as they do not operate through shared ownership. Due to this, the development of the proposed AI product maybe more difficult with a shared company structure. The next thing to look at would be the possibility of a private limited company. A private limited company comes under the Companies Act 2006 and it is completely separate from its owners. The principle of separate legal personality comes from the case of Salomon v A Salomon & Co Ltd [1987]. The facts of this case are that A Salomon incorporated a company and sold his business to it. He held most of the shares and become a secured creditor. When the company became insolvent, unsecured creditors argued the company was just Salomon’s agent and he should be personally liable for its debts. The house of lords held that the company was a separate legal person from Salomon. This just shows that a company has a separate legal personality, meaning the shareholders are not personally liable for any company debt beyond their original investment. Shareholders do typically benefit from limited liability, meaning they are only liable up to the value of their shares which can be seen in s.3 of the Companies Act 2006. One key advantage of the corporate structure is that it is able to raise capital through the issues of shares, which does make it significantly more appealing to external investors. For a business such as NeuroPulse Analytics, this structure may therefore be the most viable. 
[bookmark: _Int_dsl9SOwY][bookmark: _Int_ZPKV3j0q]      With the best interest for NeuroPulse Analytics’ future plans, it seems that a private limited company would be in Dr. Rahmans best interests as it seems to be the most appropriate strucutre. The companies structe would look like; being able to provide limited liability which would protect personal assets, offer clear governance and transparency which was asked for by the investors, enabling the business to raise capital through share investments, and finally being able to enhance credibility with large corporate clients. Even though a limited liability partnership would provide limited liability and flexible management arrangements, it is just less suitable for drawing external investors in.
           In conclusion, the facts do strongly suggest that Dr. Rahman, Leo and Sophie have already formed a general partnership under the Partnership Act 1890, even though there is no formal agreement that has been made. This then puts all three individuals to unlimited personal liability and has contributed to dispute concerning management authority and financial responsibility. Given the scale that Dr. Rahman wants NeuroPulse Analytics’ to be as planned in her expansion of the company, the need to attract external investment could not go to plan if she was to continue as a traditional partnership and would present a huge legal and financial risk. Even though an LLP would provide limited and flexible management arrangements, a private limited company offers clear governance structures and more opportunities for future investment and investors. For these reasons, under the Companies Act 2006 would provide the most suitable legal work for NeuroPulse Analytics as it enters its next phase of growth. 
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