	
	
	



                                                               Business law assignment 


Name: Paul Potter (sole proprietor) 							               Business Name: Sweet Stuff						                                         Nature of business: Making Chocolate Brownies. 				                           Brief: Paul started business from home in the pandemic last 12 months 2 people were employed. The business has grown rapidly therefore Paul wants to set up a larger business from a commercial catering unit,  
Below is the business structure 
Key Notes										         Paul started a small business from home therefore it was an easy setup up and there were few upfront costs Paul needs to understand starting a business from a commercial unit means more cost and overheads[cite] From understanding pauls objective he should consider the following; What are the long-term goals, how to raise finances, whether he will be able to manage the setup alone or should require partners, the VAT rates, Tax returns, Company name. Below Is a outlined a business structure for paul to decide which will work better for him.

SOLE TRADER
1. Legal personality
-A sole trader is one person carrying on a business on their own without any
separate legal identity, this shows that they are personally liable for all debts and obligations of the business. (Tina Dacin, Goodstein and Richard Scott, 2002)                                                            -On the other hand a sole trader can appoint an agent to act on a transaction to manage business  better (Smithson, 2018)
2. Personal liability of the participants
-Sole traders have unlimited liability. therefore if the business fails the individual is
responsible for the debts and other obligations of the business. (Blackburn, Dibb and Tonks, 2023)  
-Personal liability can include assets being at risk (Henley, 2005).
-From this it has been identified it is crucial for sole traders to carefully manage their finances and ensure they have sufficient resources to cover any potential liabilities that may arise.                                                       
3. Creation, formalities, speed and cost                                                                                                                                                                                                                                                                                   - Soletraders will need to register as a sole trader.                                                                                                            -Inform the HMRC, register for Self-Assessment. This will register you for Class 2 National Insurance contributions. (Gov.uk, 2017)                                                                                                - The business needs to be registered for VAT once the turnover exceeds £85,000. (Rickman, 2021)                                                                                                                                                    - There are no registration fees however hiring a accountant may have a cost (company, 2023)        - From the research gathered being a sole traders can enjoy the freedom and flexibility of running their own business without the additional administrative burden and expense associated with other business structures such as limited liability companies or corporations.                                                                                                                                                                                                                                                                                                                     4. The name of the business                                                                                                                                    -Sole traders can trade under their own name, or however choose another name for their business. The name doesn't need to be registered (Gov.uk, 2017)                                                      -In addition the follwoing shouldn't include ‘limited’, ‘Ltd’, ‘limited liability partnership’, ‘LLP’, ‘public limited company’ or ‘plc’.
5. Ongoing formalities / regulations and privacy
- The following must be complied with,in order to run the business without complications                                                           - Income and expenses reported on the tax returns.                                                                                                                                     -Complete a Self-Assessment tax return every year				                                                            -Paying tax on profits and National Insurance.                                                                                       - as sole traders are not obligated to make their financial information public. (Limmack, 1985)          -In addition sole traders have greater privacy than limited companies.  
                                                                                                                                                                         6. Management - flexibility to transact business and bind the business                                                       -Sole trader have full responsible for managing the business and makes decision with unrestricted contractual capacity (Mckinley, 2019)                                                                                                           - In addition the flexibility and lack of legal formality in-establishing and having total control and full decision-making powers over policy, profits, and capital investment.      
7. Finance                                                                                                                                                    - Being unincorporated limits borrowing and prevents the business from raising equity finance, (SAGE Publications Ltd, 2015)                                                                                                                   -The Initial finance options is limited to own resources, Bank loans and possibly government grants.A Credible business plan is required for most banks and usually requires some form of security. (Limmack, 1985)                                                                                                                                       - This data show sole traders will need to consider fewer sources of finance is available                                                                                                                                                       														8. Transfer of interest, if participants want to ‘sell out’                                                                          -Sole traders can sell the business anytime, this would result in a discontinuation of that business. (Sage Advice United Kingdom, 2018). However the assets in the good will can be sold. (Loyd, 2013)

9. Taxation of profits generated by the business and distributed to the Proprietors
-Sole traders are required to pay taxes on any income or profits generated by the business. The profits are reported as personal income on the individual's tax return and they may be subject to both federal and state taxes depending on the jurisdiction. (www.rapidformations.co.uk, n.d.)



PARTNERSHIP:

1. Legal personality
[bookmark: _Int_L7iOKD76]- Partnerships is a common form of business association where two or more individuals come together to pursue a common goal.                                                                                                                 - Partnerships is not a separate legal personality.(company, 2023)                                                                                                                                     -They pool their resources, knowledge, and skills to create a synergistic effect and increase the chances of success. (www.accaglobal.com, n.d.) 
2. Personal liability of the participant                                                                                                     -Partners can be jointly liable for all the debts of the firm and any torts.                                           -If the business cannot fulfill its financial obligations, the partners can be held personally responsible for the debts. (CIPD, n.d.)								             -In a traditional partnership established under the UK Partnership Act 1890, liability isn’t capped (unlimited), and the partners are personally liable and equally bear the full legal responsibility for business debts and risks. (emeraldgrouppublishing.com, n.d.)

3. Creation - formalities, speed and cost
-A Partnership is formed as soon the statue definition of a partnership is fulfilled.                          - The business needs to be registered with HMRC for Self Assessment                                          - Partners must register separately as an individual     
- -Register the business for VAT if the expected sales be more than £85,000 a year                                                                        - One key element although not mandatory is to create a partnership express agreement this will help to specify the terms of the business relationship, including profit sharing, management responsibilities and ownership interests. (Lloyd, 2013)                                                                       -Registering the business can be done using the form SA400 or registering online. Registering as a partner using form SA401, however if the process seems to much it can be helpful to appoint an agent to deal with HMRC on behalf of the business. (Dwivedi et al., 2021)  
-There are no specific fees associated with registering the partnership itself. However, costs may incur for legal advice and drafting the partnership agreement. (www.accaglobal.com, n.d.)      - This Research shows having a agreement in place will be suitable for the management and to reduce the complexities and conflicts amongst partners.
4. The name of the business                                                                                                                     -There is no need to register the business name	                                                                                           - Furthermore choosing a name the same rules applies as a sole trader when it comes to forming a business name.                                                                                                                                      -All partners must include their partners’ names and the business name on official paperwork, for example invoices and letters. (Fransman et al., 2021)                                                                                                                 -5. Ongoing formalities / regulations and privacy                                                                         -Partners must complete their own self-assessment tax returns to declare income and pay income tax and national insurance contributions.                                                                                            -Preferably draw up a partnership agreement as previously mentioned this is not mandatory, however, without one, partners may be forced to follow regulations from the Partnership Act of 1890 which may not necessarily protect everyones interests. (crunch.co.uk, n.d.)                                                                                                      6. Management - flexibility to transact business and bind the business                                                       -For a Partnership all partners will usually be fully involved in the management process.(Dwivedi et al., 2021)  	                                                                                                                                - Partners who are authorised to act in a certain way will bind the whole firm. (Barnaby, 2021) Take the example of a car dealership being ran by A and B in partnership with one another. It is agreed that both A and B can buy and sell any car that they wish. If A buys a Lamborghini for £100,000, the partnership will be bound by the contract and B will be liable to honour the contract along with A. 									                                                                                                                             7. Finance						                                                                                            -Raising finance some of these factors include the capital investment each partner is prepared to contribute, each individuals financial capacity and the potential for external funding through sources such as bank loans, venture capital, or government grants. (Dwivedi et al., 2021)                                                                                                                                     -Additionally, alternative financing options, such as crowdfunding or angel investors can be looked into. (Xia,T and Minshall., 2013)                                                                                          --By carefully assessing these different sources of finance, business partnerships can make informed decisions about which options are most suitable for their specific needs and goals                                                                                                                                            8. Transfer of interest, if participants want to ‘sell out’                                                                    -If a partner leaves or joins the business, there is a dissolution of the old partnership and a formation of a new one that can be very costly. (Fransman et al., 2021)                                                                                                                             -If there is a partnership agreement in place this can provide for the remaining partners to continue in partnership should one partner want to leave the remaining partners can take over the rest of the business. (www.emeraldgrouppublishing.com, n.d.)            
9. Taxation of profits generated by the business and distributed to the proprietors                           -The profits of the business will be distributed amongst partners and everyone will be liable to pay income tax and capital gains tax on the profits. Class 2 and class 4 NIC. (Bing, n.d.). Research shows business partnerships are considered to be tax transparent. The partnership itself is not subject to paying taxes to HMRC, however individual partners are responsible for reporting and paying taxes on their share of the partnership's profits or capital gains each financial year.



PRIVATE LIMITED COMPANY

1. Legal personality
- This business medium is the amongst the many the most common form of UK company incorporation, the company operates as a distinct legal entity to its directors and shareholders. (Brown, 2016) This means it can enter into contracts in its own name and is responsible for its own actions, finances and liabilities.
-The ownership of a limited company is divided up into equal parts called shares. Shares represent the ownership interests held by individuals or entities. (magazine.co.uk, 2019)                                           - In addition the shares typically offer certain rights and privileges, such as voting rights in company matters and entitlement to a portion of the company's profits.                                                                                                  													                      2. Personal liability of the participants                                                                                      -  In a private limited company, the shareholders personal liability is limited to the amount they have invested in the company. (Cowling and Dvouletý, 2022) Furthermore, shareholders are not personally responsible for the company debts or obligations.
3. Creation - formalities, speed and cost
-Various documents have to be published at companies house with a small fee of £12 (Limmack, 1985)
-A form IN01 a memorandum of association and the articles of association 
have to be filed at company’s house. This crucial document outlines the fundamental details and objectives of a private limited company. (Barnaby, 2021)                                                              -Registering of a company takes between 8-10 days.                                                                                                                                            -To trade as a company it doesnt need to be a brand new company from scratch, instead a shelf company can be bought. (Lloyd, 2013)                                                                                                  -From this data a shelf company, also known as a ready-made company or an aged company, is a pre-registered private limited company that has been incorporated but has not yet conducted any business activities. This can be cheaper and quicker than creating a new company.
5. Ongoing formalities / regulations and privacy                                                                    -Private Limited Companies have to make a considerable amount of information public.                         -Accounts must be filed and a annual confirmation statement to the registrar of companies. (Lin,H 2020)                                                                                                                        -This defines private limited company have lack of privacy is the price that companies pay for being limited liability.                                                                                                                                                                                                                                                                                                                 6.Management - flexibility to transact business and bind the business                                         -Members of a company only make investment and the company is managed by the directors of although a shareholder can be a director if choose to be. (Fransman, j 2021)                                                                                                                                           - Acquiring assets, and engaging in other business transactions on its own behalf, without directly involving the shareholders or directors. (Guinnane et al., 2007)		                        -Also, private limited companies can issue shares, allowing for the possibility of raising capital through the sale of ownership stakes.                                                                                                   - Nevertheless in comparison to sole trader and partnership utilizing a private limited company structure, entrepreneurs can take advantage of the flexibility to conduct business transactions and legally bind the company, all while enjoying the benefits.
7. Finance                                                                                                                                                     - Private limited companies have several options for raising finance this includes                                               - Taking out a bank loan, attracting investors, seek investments from individuals or venture. Capital firms in exchange for shares of ownership in the company. (accaglobal.com) Another way is Private limited companies can raise finance by issuing bonds, which are debt instruments that promise periodic interest payments and the return of the principal amount maturity. (Xia,T and Minshall., 2013). Self-funding: The company can use their own personal savings or profits generated from their business to finance their operations. Additionally, private limited companies may explore alternative sources of financing such as grants or subsidies from government agencies or industry-specific organisation. 																			                                                                                     8. Transfer of interest, if participants want to ‘sell out’                                                                                           -A shareholder in a company can transfer the shares freely unless                                                                                there are restrictions on transfer in the company’s article of association. (Fransman,j 2021)                                                                                                                                                                                                                                      9. Taxation of profits generated by the business and distributed to the proprietors                                   -The profits of the company will have to be liable to corporation tax, which is taxed at different rates depending on the profits generated by the company. (Limmack, 1985)                                                   -The company will also have employees they will also need to pay class 1 secondary NI contributions.                                                                                                                                              -The directors receive a salary that will be taxed at source and shareholders will receive dividends  will they have to pay tax on.

This research show In the world of business ownership, the choice between operating as a sole trader or entering into a partnership can greatly impact the success and operations of a company. Sole proprietorship offers complete control and autonomy over business decisions and simplified tax reporting. However, a partnership allows for shared responsibilities, resources and the ability to divide risks and workload among multiple individuals. Furthermore, operating as a partnership may also enhance the credibility and reputation of the business, as multiple partners can bring diverse skills and expertise to the table. On the other hand, a private limited company provides  protection in case of business debts or legal issues, this makes the company more appealing to investors and lenders. This most suitable business medium for paul would be to setup a partnership to with a express agreement in place, this business structure will help bring his business raise finance and partners can bring their own expertise and knowledge to expand the business further. 


Task 2 

Express Agreement.
[bookmark: _Int_VblLZtQd]In this agreement it should clearly state the purpose of the partnership, define the rights and responsibilities of each partner, specify the contribution of each partner(including the capital and any assets), describe how profits and losses will be shared, establish decision-making processes and management responsibilities, outline procedures for dispute resolution, and include provisions for terminating the partnership. (Business formation and contract and agreement,2023) Furthermore, the partnership express agreement should address matters such as the duration of the partnership, restrictions on partner activities outside of the partnership, confidentiality and non-disclosure agreements, and any other terms and conditions that the parties deem necessary for the smooth functioning of the partnership. (Trim, R,P., 2003) The partnership express agreement in the UK should also include provisions for the admission of new partners, the withdrawal or retirement of existing partners, and the process for amending the agreement. (Ramsgate and birchington, Kent 2023). Additionally, the agreement should address the allocation of assets and liabilities in the event of dissolution or bankruptcy, as well as any provisions for buyouts or transfers of partner interests. It is important to consult legal professionals or resources specific to the UK jurisdiction to ensure that all necessary and appropriate provisions are included in a partnership express agreement.
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