 

When beginning a business, the initial thing to decide on is the legal framework. It could either be a private limited company, unlimited partnership, and sole trader, and all have their disadvantages and advantages. This decision would have high legal and financial implications, so it is significant to select the utmost appropriate business kind for a person/s. Selecting the utmost option relies upon what one wants from his/her business and how they would like it to function. Becoming a sole trader and are the most straightforward way to set up, while setting up a private limited company proposes minimised duty for business debts but also brings a range of additional legal responsibilities and more paperwork. An unlimited partnership is also simple but certain things have to be followed. The study will evaluate the distinctions, including the respective disadvantages and advantages, between running a firm or business as a sole trader, an unlimited partnership, and a private limited company with the help of case laws, examples, common law and statute law. 
According to section 4(1) of the Companies Act 2006, a private limited company indicates a corporation that is not recognised as a public company. A private limited company is a separate valid entity disconnected or separated from its shareholders or owners; it means the corporation is an “individual” in its own right (Korchak, 2017). They are not liable personally for any losses or debts that the corporation could incur. In Salomon v Salomon & Co. Ltd [1897] AC 22, the court states that a company has a distinct valid personality and the corporate veil of companies ought not to be lifted in order to safeguard the shareholder’s interest and support the actual spirit of the Companies Act (Hameed, Mubeen and Khan, 2020). Moreover, this business structure could either be limited by guarantee or by shares. In private company limited by guarantee, it has certain members who perform as its guarantors. A pre-agreed amount is contributed by these members to support the corporation in times of crisis. On the other hand, the corporation is owned by stockholders. Each shareholder’s liability is restricted to the original or actual value of the shares issued to them (BBCIncorp, 2021). 
There are certain formalities and steps to set up a private limited company. The initial step is to check if this business structure is appropriate. How one set up a business relies upon what kind of work they do. It could also impact the manner one gets funding and pay tax. The second step is to choose a name. A private limited company name has to generally end in either ‘Ltd’ or ‘Limited’. The company name must not similar to other existing companies (GOV.UK, 2022). The next step is to choose a company secretary and directors. One does not need to appoint a company secretary but they have to appoint a director. The fourth step is to decide who the guarantors or shareholders are. One requires a minimum of one guarantor or shareholder, who could be a director. It is also essential to recognise PSC (people with significant control over the corporation (GOV.UK, 2022). The next step is to prepare an ‘article of association’ and a ‘memorandum of association’. After that, it is also essential to check what records (accounting records) one will require to keep. It would also require choosing a SIC code and registering an official address – this recognises what the company does. Most individuals could register for Corporation Tax simultaneously as registering with Companies House. If they could not, register distinctly with HMRC (HM Revenue and Customs) after they have registered a corporation with Companies House (GOV.UK, 2022). 
As per section 1 of the Partnership Act 1890, an unlimited partnership is a relation which exists or subsists between two or more persons carrying on a business in general or common with the intent to make a profit. It gives a relatively easy method for 2 or more individuals to manage and own a business together, all contributing time, skills, and capital, in an alike way where a sole individual could operate a business (Uzoka, 2022). In an unlimited partnership, every partner is personally liable for any debts in the business and partners share profits of the business, and all partners pay tax on their share. The biggest disadvantage of this business is the liability of partners. Section 9 states all partners in a business are accountable or liable jointly with the other members or partners. In Hurst v Bryk and Others [2002] AII ER (D) 432, It was held by the court that partners or members are not entitled simply to cut out from the duties and obligations that they owe each other, regardless of partners are treated in a manner which is not consistent with the agreed terms within their unlimited partnership business (House of Lords, n.d.). For example, if a partner executes an agreement or contract within the other partner’s knowledge, the other partner will still oblige to honor that agreement’s terms. 
As per common law, a sole trader refers to a person who does or performs services independently for trades in return for money. Setting up this business structure is recognised as the easiest form as there is no valid separation between the sole trader and the business as an individual. It does not have any lawful identity distinct from its owner, thus, a sole trader is personally liable for any losses or debts in the business and their personal assets could be in danger if creditors could not be paid (GOV.UK, n.d.). For example, a sole trader is unable to repay the loan and in case of bankruptcy, he will be personally liable for all the losses and debts (repay loans) incurred. The regulation of a sole trader is that a sole trader is self-employed if he/she works for himself/herself and runs his/her own business as an individual. To form a sole trader, it is needed to tell HMRC that he/she pays taxes via Self-Assessment and tax return yearly. One will need to keep expenses records and business records, send annually a Self-Assessment tax return, and pay income tax and National Insurance (Class 2 and Class 4) (GOV.UK, 2022). 
There are various distinctions between a sole trader, an unlimited partnership, and a private limited company. As sole traders and partners in a partnership, they are personally accountable or liable for every liability and debt of the business. For example, if a sole trader borrows money to expand his business from a bank and could not repay his debt, the sole trader could risk losing personal assets. Shareholders and directors in a private limited company are just liable or responsible for debts up to the shares’ value. That minimises the danger of having assets of personal seized to pay for the losses or debts of the firm if it is unsuccessful (Uzoka, 2022). 
When a person starts a sole trader business, he/she merely has to register with HMRC for the purposes of income tax (Brain et al, 2015). Similarly, an unlimited partnership is set up without registering the need with an external authority. It can be set up without numerous formalities. This could come regarding written documents or conduct, or oral agreements. This shows prons of the both the structure. On the other hand, there is the greatest disadvantage when setting up a private limited company, they have to obey a number of processes that could be costly and time-consuming (GOV.UK, 2022). They have to register the firm with Companies House, which is a difficult and expensive process such as nominating shareholders, appointing directors, and business names, and preparing validly needed documents such as AOA and MOA (GOV.UK, 2022). 
Moreover, a sole trader merely has to file a “Self-Assessment Tax Return”, providing a summary of expenditure and income and profit figures while an unlimited partnership does not require filing yearly accounts. These are one of the best advantages of these business structures. In contrary, a private limited company has to manage precise records of financial and file them with the Companies House and HMRC following the financial year-end. Therefore, financial reporting in private limited companies is difficult and a disadvantage for them (Alhatib, Ojala and Collis, 2019). 
A private limited company and unlimited partnership have wider access to funds of expansion (pros) such as crowdfunding, venture capital, and bank loans because they see these structures as a lower risk. Other access to growth funds, for example, one could raise capital in a private limited company by selling shares, however, they could not offer them for public sale. Banks usually prefer a private limited company due to the greater accounting transparency in comparison to the more private nature of a partnership or sole trader. The perceived greater risks and due to transparency issues, banks could not be willing to lend huge sums to sole traders (Korchak, 2014). Most other kinds of long-lasting finance would not be present to a sole trader or unlimited partnership. Unlike a private limited company, they could not issue shares or other kinds of securities in return for investment. However, an unlimited partnership has the advantage of more partners means more funds in the business (Gitman, Juchau and Flanagan, 2015). 
 Moreover, the business name of a private limited company is protected if register with Companies House. For example, if Companies House identifies a name or matching name that is very alike, they would suggest the company and refute to grant permission. This protection level forms it tough for other businesses (sole traders and unlimited partnership) proposing products’ copies could not “pass off” their products as genuine (Small Business Advice, 2022). 
Sole traders pay National Insurance Contributions and income tax on the profits of the firm via a yearly tax return of self-assessment. National Insurance contributions and income tax rate contributions are equal to that of a private person and contain the alike personal allowance. On the other hand, Corporation Tax is paid by a limited private company, on the basis of income minus permittable business expenditure (Lexisnexis, 2022). Although rates of Corporation tax for a smaller firm are lesser compared to the alike rates of income tax and corporations could claim a huger range of permittable expenditure. However, one would also pay National Insurance and personal income tax contributions as an owner or director of a private limited company, it has greater flexibility in the manner one pays himself/herself, which may result in personal tax bill savings. On the other hand, a limited partnership is not an entity taxable, it must draw up computations of tax with the intent that partners could work out their own tax liability (Lexisnexis, 2022). Thus, unlimited partnership faces simplified tax because it does not pay income tax. Every loss and profit is passed via individual members or partners. 
Further, dissolving a sole trader business is easy to process. A sole trader must tell HMRC by the tax year end that he/she has stopped trading. He/she could inform online as well. Send the concluding self-assessment tax return prior to the deadline. He/she will also require to detail capital allowance, expenses, income, final loss or profit, and any Capital Gains Tax. On the other hand, according to sections 32 to 35, an unlimited partnership can be dissolved by expiration or notice (sec. 32), bankruptcy, death, or charges (sec. 33), the illegality of partnership (sec. 34), and the court (sec. 35) (French, 2021). Moreover, an unlimited partnership could also be forcibly ended when an event/s arises that forms it illegal for partners to continue as a partnership, for example, if an accountant or accountants has their practicing certification withdrawn. 
Further, the insolvency or dissolution process of a private limited company is a complex process. insolvency proceedings refer to the formal measures taken to address company debt. Section 123 of the Insolvency Act 1986 states a corporation is deemed not able to pay its debts if it satisfies before the court that the value of the corporation’s assets is below compared to its liabilities amount (GOV.UK, 2022). The corporation could be forced into compulsory liquidation if it does not pay creditors. The whole process of liquidation or dissolution will come under the insolvent act in the case of insolvent. On the other hand, if a private limited company is not in operation or is not carrying on business, its name could be removed from the register and dissolved without going via liquidation (GOV.UK, 2022). According to the Insolvency Act 1986, winding up refers to an insolvency process whereby the assets of a private limited company are distributed and realised to creditors by the liquidator. There are 2 types of voluntary liquidation: creditors’ voluntary liquidation (CVL) and members’ voluntary liquidation (MVL). CVL refers to the directors who have not formed such a declaration and MVL refers to directors who have formed a solvency statutory declaration. This process is complex which is a disadvantage of a private limited company (GOV.UK, 2022). 
To conclude, a private limited company is a separate valid entity disconnected or separated from its shareholders or owners; it means the corporation is an “individual” in its own right. While an unlimited partnership is a relationship that exists or subsists between two or more persons carrying on a business in general or common with the intent to make a profit. On the other hand, a sole trader refers to a person who does or performs services independently for trades in return for money. A private limited company has limited liability unlike a sole trader and unlimited partnership. Moreover, a sole trader and unlimited partnership is a simple process while a private limited company is a multifaceted procedure. Raising finance is easy in Unlimited Partnership and Private Limited Company, whereas a Sole Proprietor has to face certain hurdles in raising funds for the expansion of his business. Also, the dissolution process of a sole trader and partnership is easy, unlike a private limited company. It can be said that it depends on the individual or group of individuals which business they should choose after analysing the legal structure, taxation, formalities, and suitability of the business.
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