
There are several ways to run a business in the UK, but the three methods which will be discussed and contrasted within this essay are that of a private limited company, an unlimited partnership and acting as a sole trader. Likewise, there are several advantages and disadvantages associated with all three methods This essay aims to assess which method will be most advantageous in practice. 

The Companies Act 2006 defines a private limited company as ‘any company that Is not a public company’ (S4(1)) and ‘a company is a “limited company” if the liability of its members is limited by its constitution. It may be limited by shares or limited by guarantee’ (S3(1)). A company which is limited by shares usually operates on a profit-making basis, the UK Government (2023) go on to make this distinction further in that a company limited by shares is: ‘legally separate from the people who run it; has separate finances from personal ones, has shares and shareholders [and] keep[s] any profits it makes after paying tax.’ The Government (2023), defines a private limited company by guarantee as a not for profit organisation which similarly, like a company limited by shares, is legally and financially separate from those who run it, however, these not for profit limited companies have ‘guarantors and a ‘guaranteed amount’ and invests profits it makes (if it generates profits) back into (the community it serves in CIO) or the company’ (UK Government, 2023). According to Ovaisi (2021), there are, as of 2020, two million limited companies that exist in the UK, ‘making it the second most popular legal structure.’ The directors usually run the business on a day to day basis but must seek shareholder approval on some business decisions as shareholders are deemed to be the ultimate owners of the business. 
The formation of the Private Limited Company is more complicated and procedural than the other two mediums of forming a business. According to s8 (1) Ss (A) and (B) of the CA, the company must provide a Memorandum of Association which express’s the intention of creating the company under the authority of the CA and in s8 (2) that all parties agrees to the document they provide. 
S9 of the CA 1890 further explains the formalities of the company’s operations and how it runs including the Name of the company, the Liability of the members, the type of the company whether it is private or public, the address or correspondent address of the company, the details of the company’s officers, a statement of guarantee, a copy of the constitution or the articles of association.
  S10 of the CA 1890 is concerned with the financial and the distribution of shares and technicality of the share holding system as a governing body. This includes the statement of capital and initial shareholdings, the number of shares and the value of each. This is just a quick look at some of the formalities attached to forming a company in comparison to the other ways of running a business.
A private limited company is governed entirely by its own articles of association which must legally be filed publicly at Companies House. The articles of association dictate and specify the general day-to-day running of the company itself. However, should the owners of the company prefer that the intricacies of their relationship with one another as shareholders and directors be private, this can be kept confidential via a distinct shareholders agreement which does not form part of the articles of association and therefore need not always be filed publicly at Companies House. Like its name suggests, a private limited company has limited liability. This can arguably be deemed as its most beneficial advantage when compared to the other aforementioned business structures. Unlike a sole trader and unlimited partnership, the company is a completely separate legal entity therefore its owners, the shareholders and directors will never be held personally responsible should the private limited company incur debts or insolvency etc, thus protecting their own personal assets.
Private limited companies can start to operate as a tailor-made company which again involves procedures as the issuance of certificate of incorporation as per s15, first board of directors meeting, returns to Companies house and company seal according to ART 49 MAA. Other companies will choose to operate as a shelf company, which is an existing trading name, but this comes with some risks including the reputation of the shelf company, it also involves some complicated procedures. The advantages are that the shelf company is faster to start and cheaper to obtain.
There are fees attached for registering the company this are detailed on the Companies house webpage, a company may register online or by post, it usually takes between five to six working days to register a company, there is also a fast track service for the same day registration. Companies house
Advantages: Banks are more likely to lend to private limited companies as opposed to sole traders. There is only a minimum of one shareholder. 

Disadvantages: The business is exposed to the general public as the articles of association are public documents which can be inspected by anyone easily and transparently, Other documents including financial information must be submitted annually and on time otherwise the company will incur penalties, usually fines, therefore private limited companies will oftentimes require the aid of professional solicitors and accountants. Corporation tax is something that a private limited company must pay, but several, schemes exist which offer such businesses tax relief (to an extent), such as SCIS and EIS. 

 
A partnership definition as per s1(1) of the Partnership act 1890 is “Partnership is the relation which subsists between persons carrying out a business in common with the view of profit”, this is the sole definition of the partnership that the act is concerned with, it does not include companies that are registered under the Companies act 2006 or any other formed incorporation.
Like a sole trader, there is no registration requirement neither is a partnership agreement however; it is highly recommended to have an agreement in place to avoid the default position set out in s24 (1) the partnership act 1890, which treats all partner equally, not taking into consideration that there are different levels of contributions to the partnership especially the financial element.
S24 (5) of the PA 1890 gives all partners the right to participate in the management of the partnership regardless of set of different skills and competence.
In cases of dispute the PA 1890 s24 (8) gives all partners the right to participate in solving issues, that could lead to a conflict if one of the partners was the cause of the issue, as in s25.
   
Advantages: It is governed by the Partnership Act 1890 and any governing partnership agreement. An unlimited partnership only requires a minimum of two partners and there is no limit to how many partners there could potentially be. All partners share the burden of responsibility and must be consulted on all business decisions, decisions are usually made by a majority vote. Unlike a private limited company and similar to a sole trader, no legal filing requirements exist for an unlimited partnership but partners must complete a self-assessment (like a sole trader) to document and pay tax on any profits made by the business. 
Disadvantages: Unlike a private limited company, and similarly to a sole trader, all partners are personally liable for any business debts or even insolvency because such a partnership does not form a separate legal entity. 
One of the massive disadvantages of not having a partnership agreement is that any partner can end the partnership by giving a notice as stated in s24 (1) and (2), especially when the business is successful. 
 
‘As a sole trader it is a requirement to register with the HMRC for a self-assessment tax return annually, using the HMRC’s calculator to pay the business’s income tax and class 2 and 4 NI. A record off all of the transactions (expenditure and profits) must be documented and presented in the form of annual returns’
As all other businesses it is required to have a business name that must be used in all transactions (headed papers, invoices etc.); However, it is not required to register it. When choosing the business name, the same rules on registering the partnerships and companies applies, but it should not include LTD or LLP.  
Advantages: Like its namesake, a sole trading business can only be formed of one individual, should there be two individuals who wish to run a sole trading business, they must instead form a partnership. The sole trader themselves is again, like its name sake, solely responsible for all decisions concerning the business. There is no legal requirement for the sole trader file any public accounting information but they should still maintain a record of their business expenses and income in order to pay tax on any profits the business may make. A sole trading business is very easy to establish and maintain and even when dissolving, as it requires very little paperwork. But most importantly all records and finances are private and can not be accessed by the public. 
Sole traders can voluntarily register for VAT even if the business does not reach the VAT threshold which is currently £85.000.00 they can also claim the VAT from customers.” Using the standard rate of VAT at 20% will make the same product 20% more expensive to their customers” Time to be your own boss. that means the sole trade can take the VAT keep it and pay it back to the HMRC which will having cash flow.

Disadvantages: Liability wise, the sole trader is not separate from the business and is therefore personally liable for any debts via their own assets, the business should incur., thus, they are far less likely to raise funds from investors such as banks. 
In conclusion it is clear that each method has its advantages and disadvantages, for clients who would like to be more flexible and admin free the best way of running a business will be through the Sole trade option, it is easy to run, privacy is kept in regards to personal and business information, but on the other hand the risk is greater as the individual is personally liable for any losses.
Unlimited partnership has a little more formalities and risks in the absence of a partnership agreement which protects the rights of partners according to their respective contributions. There is also the risk of being liable to any losses the partnership suffers.
Companies are for clients who wish to have a system whereby all aspects of the operation is observed and controlled, that involves a busy working style and more admin skills. The biggest advantage of running a company is the limited liability that could be as little as £1.00. Limited liability is known to be a Way to motivate new businesses, “the more limited liability the better” Modern law review. 
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