John and Debra are looking to set up a business making dog beds. From The information provided we have been asked to look at the three main types of businesses for the couple that being sole trader, partnership, and private limited company. 
Sole Trader 
Sole trader would give the most flexibility out of the three options, but this would only apply if it were just John opening the business on his own. By operating on a sole trader basis, they would be solely liable for their own taxes such as all self-assessments. Sole traders are personally responsible for any debts incurred in the business. Disadvantages and risks of being a sole trader are that there would be unlimited liability, a sole trader is liable for the business debts incurred this means that potentially any personal assets such as house, personal belongings owned by the trader are at risk.
 If Debra were to decide that she did not want to be part of the business entirely but would lend john the £20,000 then John could look at the options to run as a sole trader. Operating the business as a sole trader John can keep all profits made after tax for himself and will get to run the business in a way that suits him.
[bookmark: _Hlk99572062] Sole traders raise limited finance this means it can be more difficult to raise funds to expand the business. Banks will often prefer greater accounting transparency that comes with bigger companies. Normally because they are smaller companies they are perceived as a greater risk, banks will be unwilling to lend or if they do lend the terms and conditions are stricter, because of this issue you find many sole traders will rely on their own savings to operate their business. Many other forms of long-term finance will also be nonexistence to sole traders because unlike big companies they cannot issue shares in exchange for investment. Many other government schemes may also not be accessible once set up as a sole trader (Korchak,2014). 
As part of the income tax Act s52 1962 sole traders are not taxable entities and so the trader is taxed on their personal capacity. This may not benefit a sole trader as a person’s personal income tax rate may be higher than a company tax rate, sole trader must also register with the SARS as a provisional taxpayer and this is then based on an estimated taxable profit twice a year (bizzam,2019. 
Research on the gov.uk website states that being a sole trader you can include your own name in the business name, or you can choose something else, the chosen name of the business must be included on official paperwork such as letters and invoices. Being a sole trader, you must not include limited (LTD), limited partnership (LLP), public limited company (PLC)as part of the business name. The name must not be offensive or be the same as an existing trademark. The business name must also not include any sensitive word, expression or any such connection with government or local authorities without permission. 
Setting up as a sole trader is legally by far the quickest, easiest of all types of businesses. There are less regulations for sole traders than other types of organisations. There is no requirement for a formal constitution for a sole trader, there is no need to register, file accounts/returns with companies’ house. Sole traders simply register with HMRC as self-employed and make their annual self-assessments. Profits from the business are seen as personal income upon receipt of income tax and national insurance contributions (bis.gov,2011). 
Sole traders tend to work long and exhausting hours due to running the business alone and holding all responsibilities, this is where sole traders save on costs. 

Partnership  
The Next option to look at is the possibility of running the business as a partnership, this would be based on there being two people wanting to be a part of the business. Section 1 of the PA 1890 says’ the relation which subsists between carrying on business in common with a view of profit’ (gov.uk). To set up a partnership firstly you would choose your partner/partners and then choose your business name, John and Debra are looking to join forces together and both make contributions to start up the business and they have a name in mind ‘plush pet beds.
The name in which John and Debra have chosen would be suitable for partnership, however in a partnership they would not be allowed to have the word limited or ltd in it unless they were to open a private limited company. As part of the company’s Act 2006 the rules apply to partnership if they carry on business in a name other than partners surnames, however, should they add there first names to it or initials they will not be subject to the rules contained in the in the companies Act 2006. It is a criminal offence to use names that connect to government or local connections, and this is section 1193 of companies Act 2006. Section 1202 of companies Act 2006 advises that a notice will need to be visible containing all named partners at the business premises along with addresses for each partner. If this section is not complied with then any contracts made by the business may be unenforceable by partners (Macintyre,2015).
The nominated partner of the partnership would need to register the partnership for self-assessment with HMRC, the other partners would need to register separately and would need to send their own tax returns as individuals to HMRC (gov.uk). In a partnership each partner will share responsibility of business debts incurred, bills for stock and any losses in which the company will make during the time of operating. During any type of partnership, they will also share the profits.
John and Debra are spouses, and it is highly advisable to have a written agreement drawn up. This would explain how the partnership will operate and to ensure certainty to each partner. Should there be no written agreement then if anything were to go wrong then they would be governed under PA 1890. It will need to be decided whether it will be a Fixed term agreed partnership or a partnership ‘at will’ that being under section 26 where no fixed term is agreed, and any partner may determine the partnership at any time on giving notice. By having a written partnership agreement, they would be able to say how profits would be split if they decided to dissolve the partnership as both partners are not putting an equal amount in to start the business. 
[bookmark: _Hlk99653482]As we already established all income received by the partnership is shared between partners, each partner is then taxed on their share of the profit. Each individual and their share of profit is taxed at the standard rates and bands that a self-employed person would be (basic, higher, additional rate). This system can of course become more complicated if any of the partners have any other income which could push them to higher tax band. HMRC totals the income from all a person’s income and then minus the deductions and allowances to work out a person’s taxable income (Go simple tax, 2019).
There are many benefits of running a partnership in comparison to being a sole trader. By John and Debra creating a partnership they will benefit from companionship and mutual support, it can be quite daunting attempting a business alone. By running the business with two heads instead of one they will both bring a variety of different knowledge and experience giving it a better chance of success than either of them going solo. Burdens and tasks can also be shared out with each partner specialising in the area they do best and enjoy more. This would work in favour for both as Debra has said that she does not wish to take part in the management side of things therefore John could take the rein on the management side. This could be a good start up for John and Debra’s business and could give them enough flexibility to be able to close the business should it not go to plan.

Private limited company 
Private LTD companies are privately held and are small in entity. This business type limits owner liability to their shares restricts the number of shareholders to 50 and restricts shareholders from publicly trading (Winston, 2016). This type of business can be of any size and will usually have LTD in the business name ex ‘Plush Pet Beds LTD.’ A private LTD company has limited liability this means that John and Debra will not be personally liable for any financial losses made by the business, this gives an added protection should anything go wrong. 
The owners of an LTD company are known as shareholders and any new shareholders would need to be formally invited by the business before they can buy a share of the company. Any private LTD company are liable to corporation tax this is a tax on the profits of the business currently set at 19%, you will automatically be registered for this once you have registered with companies’ house. The process online takes 24hours before your company goes live an at a cost of £12 if done online, however if they wanted to do by post they would need to fill out a INO1 form, and cost would be £40 and take 8 to 10 days to process. 
 Running an LTD company comes with a lot more responsibility and paperwork this is because the business will need to be registered with companies’ house. Once registered they would need to file annual financial reports. 
 The advantage here would be the owners will have limited liability and the option to be their own boss, shares in the business could be sold to raise funds which would then go towards the business, and should they want another shareholder they would need to be invited which will protect the business from any outside influence. 
The not-so-great side to a private LTD company would be more paperwork and, in some respects, financial information can be viewed publicly, they may need to hire outside professionals to help with manging the fiancé side of the business. Then should they have other shareholders they will expect a dividend which is a percentage of the profits. As it stands at the information provided it would just be the two of them and so the share could be significantly great for both. 

Part 2 
Based on the information provided in the document by Emmanuel Latif it would be essential to have a written agreement for the partnerships intended. In doing so it would offer certainty to all parties involved, if there is no written agreement in place then the Partnership Act 1890 will fully govern the partnership. This will not be how all the partners will want things to operate should they come across any problems.
 A written partnership agreement is a legal document that states the rules of the partnership formed, it helps to avoid conflicts that may later arise. when terms of a partnership are not clearly stated and recorded then disputes may come to head over ownership of the business and any roles and responsibilities each person has. This needs to be implemented clearly into the agreement as well as any distribution of assets upon termination of the partnership. 
There are key provisions under the PA of 1890 that will apply to the partnership should there be no written agreement, first one being all partners are to share equally in the capital. Abigail And Emmanuel both want a salary however section 24 of the PA 1890 states that no partner shall be entitled to remuneration for acting in partnership.
Ray would like to only work 16hrs and doing only IT , this would be another thing that would need to be clear in the contract again s24 of the PA 1890 says that all profits and losses are equal so for Abigail, Emmanuel and ray to get there expected cuts of 50%, 30%and 20% this will need to be noted in the written contract. 
The PA 1890 also says the partnership must indemnify any partner for payments and liabilities incurred in the ordinary proper conduct of the partnerships business -this rule is inconsistent where partners expect there to be a limit on another partners ability to make certain capital commitments, decisions without significance or without unanimous consent from all partners.
 S24 (5) PA 1890 states every partner may take part in the management of the partnership although this may not be possible for all involved. No majority of the partners can expel any partner unless a power has been conferred by express agreement , without a written agreement there would be no rights to expel a partner who has decided to set another business up, even if this is a competition business , and where no fixed term have been agreed for the duration of a partnership. Any partner may terminate the partnership by giving notice to the others involved, this could have huge consequence resulting in capital assets having to be released. It is there for vital to have a written agreement in place. This would give all partners involved a clear understanding of there entitlement and would override any unsuitable provisions that should arises from the PA 1890.
 The terms in which Emmanuel is wanting to put in the agreement would need to be agreed by all partners before becoming legal contract. This agreement would be enforceable by the law, it is there to give a mutual relation and not to exchange promises, it is essential that all parties agree and sign an agreement. Should any parties refuse to sign the agreement it would be void, voidable or unenforceable.
To ensure a smooth agreement you must ensure you include all partnership names, any contributions each partner is going to make. Any allocations to profit and losses, each partners authority to decision making powers, the management of each department, the clear understanding of any partners withdrawal, departure or death during the partnership, the policy on any new partners and the resolution on any disputes. Should all this be implemented in a written agreed by all partners then they would have a legal written agreement in place that would successfully uphold in court and not be governed by the PA1890.
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