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A business structure provides a legal framework of a business that is necessary for the daily operation of a business. There are four initial structures for setting up a new business where three of which are the most famous in a business. Every structure has its advantages and disadvantages according to different characteristics. In this report, a brief on three types of business is going to be discussed first. After analysing different sides of these structures, a recommendation is going to be given in tasks 1 and 2 for the given case.
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There are three types of business legal structures such as sole trader, private limited company, and public limited company. Three of them have separate characteristics according to legal identity, capital, personal liability, etc. (Callawa, Wolf, and Kramer, 2002). In the given case, a private limited company is more appropriate to set up. The justification for this is going to be discussed below.
	Sole Trader: Not Applicable For the Given Case

	At first, the nature of the sole trader is going to be explained for justification. A sole trader is the simplest form of business that doesn’t need too much capital or any partner for running. In the UK, the registration of a sole trader doesn’t need any extra cost. In sole trader, a trader is solely responsible for the whole business where the legal personality is the owner. In some traders, the personal liability lies on the owner. The owner has to pay all the debts and other expenses. It also impacts the personal asset of an owner. A sole trader is very flexible to manage because of its simple nature (Lobel, 2021). The owner can easily record progress, income, and expense expenditure for giving tax returns properly. Sole traders can run a business according to their name or business name. There is a high risk in sole trader because if someone faces loss here, he or she can have lost all his resources. In sole trader businesses, the privacy of businesses is higher than the others. Because the only owner has the access to know about the progress of the business so that no one can affect the personal space of an owner. However, as the owners have to pay all debt by themselves, it is a highly risky business structure for setting up. In sole trader, the transfer process is quite difficult (Schall, 2016). The owner has to sometimes provide current profit while transferring all assets related to the business.
In the given case, John and his wife Debra want to make a business where Debra doesn’t want to involve in the management at all. They have sufficient capital and they want success early without having more risk. They also want their liability to be protected. From the case discussion, it is clear that sole trader can’t be applicable in this case. Because sole trader can’t provide the proper security to John and Debra as it has a high risk of debt and others. It can also impact their asset which they don’t want to involve in the overall business. They also want to have a partnership that is not possible in the sole trader at all. Finally, their capital amount is too much for setting a sole trader as well as their expectation to expand the business is not compatible with the nature of a sole trader. 




	Partnership: Not Suitable for the Given Case

	Secondly, the partnership is another type of business structure that can be chosen by beginner entrepreneurs. It can be initially defined as the agreement between two or more people to manage an organisation together in a partnership business, two or more people partnering with each other according to their trust that is a necessary thing in partnership business in the UK (Berry, 2015). Both of the partners are legal entities in the partnership business. Partners look for mutual benefit in the partnership business. Partners decide to divide profit according to their personal opinion in partnership business. However, a partnership business has also high liability like a sole trader. In a partnership business, both the partners are liable for any inconvenience where they have to pay debts and other expenses. It can also impact their assets. In partnership business, there is no need to register the name of the organisation. Partners can choose the name of the business according to their wishes. In a partnership business, both partners are liable for writing tax return self-assessment. Partnership business is quite inflexible to manage than other business structures. In the partnership business, Partnership Act 1890 applied by the government is too conventional in the modern world so it can be stressful for the partners to run partnership business together. Managing finance in a partnership business is quite easier. Partners just divide everything such as profit, loss, etc. into half which calculation is quite easier. In partnership business, transfer of interest is possible when a partner voluntarily gives up his or her partnership to other partners. But solicitors discourage to do this because of the legal complications. The interest transfers in the partnership business have complex regulations. It can be sold to a trust, a limited liability company, another partner, or a corporation. If a partner gives up his or her partnership, others can create new shares for formulating capital and starting a new partnership. But if a partnership organisation has personal debt, it should be dissolved before transferring the interest or partnership (Morse, 2010). The privacy in partnership business is quite lesser than the sole trader. As two or more people share their profit, assets, and capital, there is no personal space for each partner in the partnership business. The taxation is jointly paid by the partners.
Though in the given case, two people want to set a business together, their criteria are not fully matched to the criterion of a partnership business. Both John and his wife Debra want to have limited liability which is quite impossible in the partnership business. They have to pay the debt if any inconvenience occurs during the operation where they don’t want to have any extra liability. On the other hand, they want to keep their business affairs private which is not possible in the partnership business. In a partnership business, every partner has an equal right to participate in the business. Unfortunately, Debra is not willing to participate in business management that is not applicable in partnership business. Moreover, the requirements of John and Debra are not suitable for setting up partnership business.




	Private Limited Company: Applicable for the Given Case

	A private limited company is one of the most popular business structures around the world where two or more partners come together for running a business. In a private limited company, the maximum number of partners is 250. In a public limited company, the shareholders can’t trade their shares with the public (Lobo and Bhat, 2022). It is the most recommended business structure for both small and medium enterprises. In a private limited company, the name of the company must have ‘Ltd’ which is the identity of the company. In this type of organisation, the company is liable for everything and the existence of the company or the name of the company represents the business where the individual’s name is not necessary or applicable. The company itself is the legal entity of the business. The biggest advantage of a private limited company is the limited liability of partners. Partners don’t need to spend their personal property for managing debt or other organisational expenses. There are some formalities in private limited companies. Before starting a company, partners have to set a name and apply for the digital signature certificate. There is a small amount of registration cost in the private limited company and it needs some formal regulation to set up and run a private limited company. In the UK, a minimum of £12,600 is needed for starting a private limited company (DG, 2020). In a private limited company, the tax regulation is quite more complex than in sole and partnership businesses. It must have two directors in the business. There is a high level of flexibility in the private limited company. Partners have the freedom to manage business according to their wishes. As a result, mutual understanding among partners is important for running a private limited company. However, the transfer of interest or share is restricted in the private limited company that is a limitation of it (UK, 2016). The shareholders can’t sell their shares publicly rather they must sell their shares to the company or other shareholders. There is another way of ‘issue sharing’ that is also known as ‘allotting’ shares. It creates a new share that helps formulate new capital for the business. Every decision in the private limited company is made according to the vote of shareholders. In a private limited company, more skills and ideas can be generated than in other business structures which will help John to expand his business in the future. It can serve more clients than the other two types of structure.
In the given case, John and his wife Debra should be recommended to start a private limited company that is compatible with their requirements. The amount of capital Debra has can meet the minimum capital requirement in a private limited company. On the other hand, John and Debra both want to have a limited liability that is only possible in a private limited company. The management of the private limited company is very flexible and they can recruit a workforce for running the operation. As a result, the desire for Dora to not involve in company management is quite easier in a private limited company than in other options. John also wants to increase the business operation in the future. In a private limited business, directors or shareholders can create a new share for increasing the capital which will be helpful for John. For these reasons, a private limited company is the best option for John and Debra for starting their business.
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In the given case, Abagail and Ray are going to consult with their solicitors for being partnered with Milly Robert who has a jewellery business and they have proposed an agreement to their solicitor for the business with attaching default position in the absence of an absent agreement.
In the given agreement, the partners don’t have equal opportunity as the given amount of capital is different from each other. In partnership business, profit must divide equally due to the sake of accountability. In the agreement, Emmanuel is concerned about their performance of Abigail because of her sickness. Emmanuel doesn’t want her to continue her partnership even if she doesn’t meet her criteria. According to the partnership act in the UK, a partner can’t terminate another partner in business according to his or her wish (Legislation.gov.uk, 2020). If Emmanuel wants to dissolve Abigail, he has to go through a complex legal procedure as he doesn’t have the authority to expel Abigail from her position. In the partnership act, a partner cannot retire from a business. In the agreement, some other things are also missing such as the death of a partner. If a partner dies, the partnership business discontinues and a new partnership is made among partners. So, the wish of Emmanuel to terminate Abigail is not compatible with the act. If Abigail is unable to work, the other partners should discontinue the business and make a new partnership with the new agreement. Usually, the partnership solicitors recommend partners end the business if one partner leaves or is eliminated from the business. Otherwise, the whole business has to go through a long procedure that is expensive and slow business. In partnership business, the partnership must be mutually benefited all partners. Otherwise, partners will have lost their interest in the business. In the given agreement, the salary formulation is quite unequal that doesn’t meet the partnership act of the UK (The Insolvency Service, 2021). In the given agreement, there is some mutual imbalance as they want to expel Abigail. If they feel that Abigail does not apply to the business, they should not include her in the business operation. Otherwise, they have to provide her full authority as a partner in the business. Some other issues should be included in the agreement of Emmanuel, Abigail, and Ray. In a partnership business, every employee has to participate in the management equally whereas in their agreement Ray sing is not going to participate to his fullest. Another issue is also not compatible with Partnership Act 1890, that is the salary discrimination of Emmanuel and Abagail even after providing their full time in the business. In the partnership business, the partners have to pay the debt even after selling their private property according to the Partnership Act 1890 UK which is not included in the agreement.
So this agreement should be reviewed and changed by the solicitors by adding the missing contents for providing them with a perfect agreement for the partnership business.
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After evaluating different business structure, it can be said that in given case 1, private limited company is going to be more appropriate because of its nature of limited liability and legal entity where sole trader and partnership can create risk for John and his wife. On the other hand, in task 2, partnership business should be build according to the Partnership Act of UK. The agreement should be reorganised by the partners before starting their partnership business.
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