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[bookmark: _Toc166554385]AI Statement
I confirm that I have not used any 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. I confirm I have copies of my drafts, notes, and other resources I used, which I may be asked to provide in evidence.
























[bookmark: _Toc1395836853]Introduction

[bookmark: _Int_OxFeHJcc]After carefully analysing and evaluating the growth of the technology consultancy business NeuroPulse Analytics and the parties involved with the business, it is clear that the decision that the client Dr. Anaya Rahman has made caused disagreements within the other 2 individuals who are involved with the business. Dr. Anaya Rahman has come to the agreement that her business is at the progression stage of development and has interest to expand her business but has stated she is unsure about the legal structure, and which structure is best for her growing business and is seeking legal interpretation to help finalising her decision. NeuroPulse Analytics so far before expansion has grown significantly in the past 18 months and the changes that Dr. Anaya Rahman has intentions of doing after expanding the business includes; taking on a major contract with a multinational client worth over £850,000 annually, hiring additional specialists to support the business, seeking external investments and to limit personal financial exposure which will change a lot of current arrangements. For further understanding, the application of the partnership Act 1890, the Companies Act 2006 and the Limited Liability Partnership Act 2000 is crucial through this analysis.  

Dr. Anaya Rahman has described herself as an operational sole trader but does not know whether that description is correct due to a lack of understanding the definition of that title. In accordance with Blue Rocket Accounting (2026) when you are running your own business in the United Kingdom, you are either a sole trader or trading through a limited company. The way to differentiate both is that a sole trader is a setup where you trade into your own name and business name where profit is kept after tax and the individual is personally responsible for the business with no other legal entity. In relation to Dr. Rahman, it was not stated that there was other legal entity that have been trading into the company, but the other two parties have been known to financially contribute. If Dr. Anaya Rahman proceeds to expand the business, the new arrangements demolish the Sole Trader purpose. This will automatically make the sole trader status void and will no longer be considered as a sole trader.












[bookmark: _Toc435703532]Partnership between the parties of the business

One key piece of information to mention is whether partnership occurred in current arrangements. The definition of partnership under the Partnership Act 1890 section 1 was defined as a formal arrangement and agreement where two or more parties are to work, manage and operate a business together. According to Freya (2023) the principles in partnership are:

· Monitoring and evaluating work and performances.
· Staying committed to the business.
· Prioritising flexibility
· Trust and mutual respect for the company and the employees.
· Relationship building.
· Mitigating risks and setting boundaries.
· Complementary strengths.
· Clear communication.  
Under the Partnership Act 1890 section 1 (1) Partnership is the relation which subsists between persons carrying on a business in common with a view of profit.
Based on the NeuroPulse Analytics current arrangements, in relation to partnership law, there is a partnership that has occurred in the business and the two other parties, Leo and Sophie have contributed to the business financially and works together to keep the business running. The application of section 1 (1) of the legislation applies due to the relation of the parties. They have been described as long-lasting colleagues and not only do they contribute finances in the business, but they also take part in the day-to-day management decisions daily which shows the trust Dr. Anaya Rahman has for the 2 colleagues, Leo and Sophie. To have trust in someone to do management decisions, partnership must be present in the business and the current partnership that occurs has been working very well for the business and the growth of the business in the past 18 months. 
The case of Mann v D’Arcy [1968] where an oral agreement was made between parties for a purchase and in court the decision made was that the agreement was a single venture partnership (Judge, 1999, pp. 173-197) This also leads to Section 2 of the partnership Act 1890, which have set rules on whether a partnership existed. Under section 2 (3) The receipt by a person of a share of the profits of a business is first impression evidence that he or she is a partner in the business.
A key case on this section is the case of Cox v Hickman [1860] where there were financial difficulties that were faced by the business. The primary legal question within the whole case was whether whoever received the profits from the business were considered partners, but the outcome of the case states that regardless to the received profits, it did not determine whether partnership was present (FG Lawkit, 2026). 

But after the changes that Dr. Anaya Rahman is expecting to achieve from expanding the business there are disagreements that falls under the Partnership Act 1890 S.3 with profit-sharing and many more key issues like authority decision making and debt issues. By applying section 9 of the Partnership Act 1890 in relation to section 3 regarding profiting and debts, this section states the liability of partners, every partner is jointly liable with the other partners for all the debts of the business. In consideration that there are only 3 parties involved with the business NeuroPulse Analytics, all 3 have shown partnership characteristics although there is no official agreement stating the facts.

It is important to have a written partnership agreement in a business because it is not automatically governed by the Partnership Act 1890 which is known to be outdated and this legislation offers a passable protection to the business in relation to the business partnerships. Without the written agreement the protection is reduced and will expose the business to risks which puts the business at risk (Scott Bailey, 2025). Although these concerns are crucial when it comes to a partnership formed within the 18 months of the business significant growth. There is an issue on the behalf of Leo and Sophie as there has been no written agreement between the three parties which means there is no signed contract to show any formal or legal partnership. 
The issue with Leo and Sophie is that although they have very crucially important roles within the business, due to no written partnership agreement, that role and all the financial contributions made to the business will have limited protection as no written agreement leads to the business partnership being governed by the outdated Partnership Act 1890. What would be advised for Dr. Anaya Rahman to proceed with in the aspect of expanding her business would be to form a written partnership agreement or offer an agreement with Leo and Sophie if she would like them to proceed with their contribution to the business and roles. By offering the written agreement it give both the parties an opportunity to be protected within the legality of the business and their roles and this will give future opportunities to grow a partnership bond during the expansion of the NeuroPulse Analytics business. 









[bookmark: _Toc1429315717]Traditional Partnership 
According to Tax Care (2024), traditional or general partnership is the most accessible type to form within a business. This partnership structure does not require a formal registration and can be formed with two or more individuals. The traditional partnership is balanced by unlimited liability which allows each partner’s personal assets to be a potential subject to claims against the partnership. Key feature in traditional partnership is shared control which means partners have equal authority in the business decisions and daily roles and operations. Based on this fact, the current situation that Dr. Anaya Rahman, Leo, and Sophie have falls under the traditional partnership without a written agreement. 
Advantages: 
· Very simple to set up – easy registration with VAT and HMRC which since NeuroPulse has already been developed and ready to expand, it is safe to assume that this has already been done. 
· Partners have shared responsibility and expertise within the business – It is confirmed that Leo and Sophie did share responsibility and expertise within the ongoing business. 
· Flexibility within business structure – profit shares, roles and decision making are set based on what the partnered parties decide (Solo, 2025) 
Disadvantages: 
· Unlimited liability – if NeuroPulse Analytics go into debt at any point or have legal issues, Dr. Anaya Rahman, Leo and Sophie will be liable which means personal assets can be used to settle business debts. 
· [bookmark: _Int_km7SDLzs] Disagreements and conflict – this are already an issue at the moment. Since Dr. Anaya Rahman has plans to expand her business, it has caused disagreements and conflict with the other partners.
·  Difficulty in Raising capital – by having a traditional partnership in the business regarding the finances, it can cause investors to be hesitant to invest the company if they can see the conflict due to the decision (BUSINESS FORGE, Undated). 
In traditional partnership, the 2 roles of directors and stakeholders are very crucial. Directors are known to have a strategic role which requires them to focus on aligning the partnerships objectives and goals and they are also required to make sure that all stakeholders are involved in the decision making. Stakeholders and partners are crucial for providing a diverse perspective, insights and ideas that can enhance the effectiveness within the partnership. Their contribution is needed to help understand the purposes of the outcomes (National Co-Ordinating Centre for Public Engagement, 2026). 
As stated in the disadvantages, this form of business structure finds it very challenging to receive external finances and investors to help their business. Traditional partnership structure’s focus on income distributions more than capital appreciation which shows a lack of alignment for capital allocations (English, 2024).
[bookmark: _Toc985078335]Limited Liability Partnership
This form of partnership which also goes by LLP is known to be a unique business structure that has a combination of the benefits of the partnership and the corporate business. this structure provides flexibility in management and provides protection for individual partners from personal liability. LLP is a Legal format that allows business partners to benefit from limited liability. Unlike traditional partnership, in LLP, the partner’s personal assets are protected from debts and liabilities within the business (Hebborn, 2025). 
Advantages:
· The LLP has unlimited capacity under section 13 of the LLPA 2002 which means one can do anything which a legal individual can do like holding property, entering a contractual arrangement and even sue. The liability of a member of the LLP is limited to how much finances they are required to put into the business. This can be good for Leo and Sophie regarding how much they have financially contributed to the business. 
·  Members of the LLPs may be more tax efficient. This avoids double taxation. Under section 13 of the Limited Liability Partnership Act 2000 states that income tax would be charged on a member of the LLP in respect of arising profits or gains (Uniwide Formations, 2022).
Disadvantages:
· If Dr. Anaya Rahman goes with this partnership business structure, all the partners, including Leo and Sophie must publicly disclose their interests by submitting their financial statements accounts annually to the Companies House and this includes all personal incomes of all partners. 
· LLP members have a higher set up cost compared to what they have with a traditional partnership (Uniwide Formations, 2022).
In LLP, the Directors and stakeholders have a different role compared to traditional partnership. Designated members are the key members that have the most responsibility compared to ordinary partners, and they ensure that the LLP meets any legal obligations. The ordinary members participate as part of the management and control to help the business and are entitled to a share of the profits. Limited Partners contribute capital and do not take part in management. The stakeholders in LLP includes all parties that have shown interest in the partnership, and these are the investors and creditors (Patrick, 2024). 
LLP is a hybrid structure that has a combination of flexibility in partnership and the protective features that occurs in limited company. LLPs like to have separate legal identities like a director and stakeholders. The legal separation helps provide a good level of credibility and look professional which can attract investors and external financial funding (Michael Edwards, 2026). 

[bookmark: _Toc944846544]Private Limited Company
Nasrudin (2024) states that private limited company is a business or company structure that whose shares are not listed on a stock exchange, have limited liability, and have a separate legal identity from the owners. This business structure is very common for new companies. The initial capital can potentially come from the owner’s finances, the family, or from private funds. 
Advantages:
· Protection – A private limited company separates business finances from your personal finances. And if the company fails, your personal assets are protected. As one of the concerns Dr. Anaya Rahman has been wanting to have separate finances, this would confirm a protection for her personal assets like finances. You will only be liable for debts that are up to the value of your share.
· Improved Credibility and a professional image – when trading as a limited company, it often gives the business a look of establishment. The credibility of limited company attracts more investors as the business looks organised and professional (Dale-Makin, 2026).
Disadvantages:
· Double taxation can occur under a limited company structures and this is because the company pays the corporation tax on the profits that is earned and the shareholders or directors may have to pay further taxes on salaries that they receive from the company 
· Increased compliances and administration – A private limited Company require legal duties. You must keep up with all the annual file accounts, confirmation statement submissions, statutory records must be kept and organised and that all corporation tax deadlines are met. It is very challenging to keep up with all the legal duties (Dale-Makin, 2026).
It is important to remember that under section 59 of the Companies Act 2006, it is required that the business name must end in ‘Limited’ or ‘Ltd’ to confirm a private Limited Company. 
In private limited companies, Directors has a crucial role in management and governance of the business. The directors are responsible for daily management and the company’s operations. it is their roles to ensure compliance and legal matters are met (Opala, 2026)
External finances and investors in a private limited company are at the highest attraction. This is because they have the highest growth for innovative and emerging sectors (Rickard, 2024)



[bookmark: _Toc1032708100]Conclusion
After carefully analysing the whole situation and development with NeuroPulse Analytics’, it comes down that for all the things Dr. Anaya Rahman would like to be advised of for the expansion of her business, and all the plans she is looking to add to her business, the most fitting and appropriate business structure for her, Leo and Sophie in relation to partnership, but also regarding the advantages of her business, Limited Liability Partnership is the most appropriate and has a better option for her additional hiring and external finances. 
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