Task one
 
Briefing note

Issue
Sweetstuff, a small business founded by Paul Potter during the pandemic, has experienced remarkable success. As a result, Paul has taken on two employees, Gregor and Katya, to support the growing demand for his chocolate brownies. With the business rapidly expanding, Paul now aspires to elevate Sweetstuff to the next level by transitioning from its current home-based operation to a larger commercial catering unit. Paul has made an appointment to seek advice on implications if he was to remain a sole trader, going into partnership with Katya and Gregor or if he was to set up a private limited company.
Legal personality 
Legal personality refers to the recognition of a business entity as a separate legal entity from its shareholders. This recognition grants the business certain rights, obligations and legal responsibilities that are distinct from those of its owners. When a business is considered to have legal personality, it is treated as a separate ‘person’ in the eyes of the law. This means that the business can enter into contracts, own property, sue or be sued and engage in carious legal transactions in its own name. The concept of legal personality provides a clear separation between the business and its owners, which is crucial for the principle of limited liability (Assets, 2011).
Limited Liability protection is a significant advantage of legal personality. It means that the owners or shareholders of a business are generally not personally liable for the debts and obligations of the business. In the event that the business faces financial difficulty or legal disputes, the personal assets of the owners or shareholders are protected, and their liability is limited to the amount they have invested in the business (Hallellis, 2024).



Setting up a partnership business
· Partnership agreement: it is essential to have a partnership agreement in place, which outlines the rights, responsibilities, and obligations of each partner. This agreement covers aspects such as profit sharing, decision making, and dispute resolution (Palmerslaw, 2024).
· Business name: Partnerships can operate under the name of the induvial partners or choose a separate business name. if a distinct name is chosen, it must comply with the UK business and naming rules and not infringe on any existing trademarks (Busniesscompanion, 2024).
· Registration: Unlike limited companies, partnerships do not require formal registration with the Companies House. However, it is advisable to register the partnership with HM Revenue and Customs (HMRC) for tax purposes (GOV, 2024).
· Taxation: Partnerships are not separate legal entities for tax purposes. Instead, partners are personally responsible for reporting and paying taxes on their share of their partnership’s profits. Each partner must register for self-assessment with HMRC (GOV, 2024).
· Liability: in a partnership business, the personal liability to participants can differ from other business structures like a private limited company. In a partnership, the participants are personally liable for the debts and obligations of the business. This means that if the partnership faces any financial difficulties, the partners are personally responsible for covering those debts. Their personal assets, such as savings, property, or investments, can be used to satisfy the obligations of the partnerships. It is important to note that the extent of personal liability can vary depending on the type of partnership. For example, in a general partnership, all partners have unlimited liability, meaning they are personally responsible for the partnership’s debt. In a limited partnership, there may be both general partners with unlimited liability and limited partners with limited liability. To protect themselves, partners can consider drafting a partnership agreement that outlines the rights, responsibilities and liabilities of each partner (Legislation, 2023).
· Partnerships, like any business should handle personal data responsibly and comply with data protection laws. Partnership businesses are not inherently private in the sense that their financial information and certain details are not publicly accessible. However, the level of privacy can vary depending on the specific circumstances and the agreements made between the partners (ICO, 2022).
· Management- Flexibility to Transact Business and Bind the Business: in a partnership business, each party generally has the flexibility to transact business and bind partnership. This means that partners have the authority to enter contracts, make business decisions and engage in transactions on behalf of the partnership. However, it is important for partners to establish clear guidelines and agreements regarding the extent of each partners authority and decision making powers. 
· Transfer of interest if participants want to ‘sell out’: if participants want to sell out, they would typically need to follow the terms outlined in the partnership agreement. This agreement would specify the process for transferring ownership interests (accaglobal, 2021).
· Profits: profits are distributed among the partners based on the terms outlined in the partnership agreement. This agreement specifies how the profits will be shared, such as in equal proportions or based on each partners capital contribution or ownership percentage. 
Regarding the speed and costs of setting up a partnership, it genuinely depends on the complexity of the partnership agreement and the specific requirements of the business. The costs typically include legal fees, for drafting the partnership agreement, potential fees for registering the partnership for tax purposes, and any costs associated with obtaining professional help (Crabtree, 2024).
Setting up a business as sole trader
· Registering for self-assessment: as a sole trader, you will need to register for assessment with HMRC. This is how you report your income and expenses for tax purposes. 
· National Insurance Contributions: you will need to register for National Insurance contributions as a self-employed individual. This ensures you’re paying the correct amount of national insurance based on your earnings.
· Choosing a business name: unlike partnerships or limited companies, sole traders can operate under their own name or choose a separate business name. if you opt for a distinct name, make sure it complies with UK business rules.
· Tax Obligations: as a sole trader, you’re personally responsible for paying income tax on your business profits. You’ll need to keep accurate records of your income and expenses to complete your self-assessment tax return (GOV, 2024).
· Personal Liability: similar to partnerships, sole traders have unlimited personal liability for the debts and obligations of their business. This means your personal assets could be at risk if the business runs into financial difficulties.
· Permits and Licenses: depending on the nature of your business, you may need to obtain specific permits or licences. As your business is a food business you will need to comply with food hygiene regulations. 
· Ongoing Formalities and Privacy: while there are no specific privacy regulations for sole traders, it is still important to handle personal data responsibly and ensure compliance with data protection laws. This means taking appropriate measures to protect any personal information you collect from customers. Certain details of a sole trader such as name, address and business activities may be publicly accessible (Lennox, 2024).
· Management – Flexibility to transact business and bind the business: in a sole trading business, the individual owner has the flexibility to transact business and bind the business. As the sole trader, you have the authority to make business decisions, enter into contracts, and engage in transactions on behalf of your business. Since you are the sole owner, you have complete control and responsibility for the business operations.
· Transfer of interest if participant wants to ‘sell out’: since the business is owned and operated by a single individual, selling out or transferring interest typically involves selling the assets and liabilities of the business itself. This means that the owner would need to find a buyer themselves who is interested in buying the whole business, including its name, assets contracts, and any outstanding debts or obligations.
· Profits: since there are no other partners or shareholders, the proprietor has the right to keep all the profits generated by the business (Mcboffin, 2023).
The costs of setting up a sole trade business are relatively low. You may need to consider expenses such as registering for self-employment, obtaining any necessary licenses or permits and setting up a business bank account (although this is not mandatory). The overall process of setting up a sole trade business can be completed relatively quickly, usually within a few days or weeks (theaccountacy, 2023).
Setting up a Private Limited Company
· Company name: choose a unique name for your company that complies with the UK business naming rules. If you do wish to change the business name you can check availability of your desired name on the Companies House website.
· Directors and Shareholders: You’ll need at least one director who is responsible for the day to day management of the company. Shareholders are the owners of the company and hold share in it. You can have multiple directors and shareholders, and they can be the same person.
· Registered Office Address: You’ll need to provide a registered office address for your company. This is the official address for your company where legal documents and official correspondence will be sent.
· Memorandum and Articles of Association: these are legal documents that outline the company’s purpose, internal rules, and how it will be run. You can use standard templates or seek professional advice to draft these documents (accountsandlegal, 2021).
· Share Capital: decide on the amount of share capital the company will have and how it will be divided among the shareholders. This determines the ownership structure of the company.
· Register with the Companies House: to officially register your company, you’ll need to submit the necessary documents, including the completed application form, memorandum and articles of association, and details of directors and shareholders, to Companies House.
· Tax Obligations: as a limited company, you’ll have different tax obligations compared to sole traders. You’ll need to register for Corporation Tax and file annual accounts with HMRC.
· Company Records: it is important to maintain accurate and up to date company records, including registers of directors, shareholders, and significant control. These records should be kept at the registered office address or alternative location.
· Personal Liability: the personal liability is generally limited in a private limited company. This means that the shareholders liability is limited to the amount they have invested in the company or the value of their shares. As a shareholder, your personal assets are generally protected from the company’s debts. However, it is important to note that there are exceptions to limited liability, such as you provide personal guarantees for the business loans or engage in fraudulent activities. 
· Ongoing Formalities and Privacy: private limited companies must be registered with the Companies House. Private limited companies are required also to prepare and file annual financial statements including a balance sheet, profit and loss account, and a director’s report. Each year, a confirmation statement needs to be filed, this statement confirms the accuracy of the company’s registered details, such as office address, directors and shareholders. Private limited companies must comply with data protection laws such as the General Data Protection Regulation (GDPR), when handling personal data of employees, customers and other individuals. Private limited companies are considered to be private in terms of their ownership and participants involved. This means that the ownership and control of the company are not publicly traded on stock exchange. 
· Management – Flexibility to transact business and bind the business: the management and decision making authority are typically shared among the company’s directors and shareholders. The directors have the flexibility to transact business and bind the company, meaning they can enter into contracts and make decisions on behalf of the company. Shareholders, on the other hand, have a stake in the company but usually do not have direct authority to bind the business.
· Transfer of interest if participants want to ‘sell out’: shareholders have the ability to sell their shares to interested buyers, allowing them to transfer their ownership stake in the company. This can be done through a formal process, often involving legal documentation and shareholder agreements.
· Profits: Profits are distributed to the shareholders. The distribution of profits is done through dividends. The amount of dividends each shareholder receive is based on the number of shares they hold in the company. The shareholders can also decide how much will be retained in the company for future growth or investment (Mcboffin, 2023).
Setting up a private limited company usually takes a few days to weeks depending on the complexity of your company structure and after obtaining licenses or permits. The costs also vary depending on if you wish a solicitor to look over everything and depending on how much permits and licenses cost. The registration fee for setting up a private limited company is £12.














Task Two
To Ada Abebayo, 
As requested after our meeting I have researched whether the terms outlined in document one should be contained in an express agreement.
After looking at the document and everything it contains, I recommend that Paul, Gregor and Katya should have a partnership agreement when setting up their partnership business. This agreement outlines the terms and conditions of the partnership, including the roles and responsibilities of each partner, the distribution of profits and losses, decision making process, dispute resolution methods, and the procedures for adding or removing partners. I recommend that each party consults with a legal professional to draft a partnership agreement that suits the specific needs and goals of their partnership. 
If a partnership fails in a partnership business, the liability of each partner depends on they type of partnership. In a general partnership, all partners can be liable for the debts and obligations of the business. This means that each partners personal assets may be at risk. However, in a limited partnership or limited liability partnership may be limited, protecting their personal assets to some extent. If Paul, Gregor and Katya set up a limited or private limited partnership they can outline in their partnership agreement that they only lose what they have put it.
In the document it states that Gregor will be injecting a cash sum of £10,000 as well as advancing a further sum of £20,000 as a 7 year loan from Barclays Bank PLC at an annual interest of 1% above the base rate. I suggest that when the partnership agreement is being written, Gregor takes full responsibility for the loan and the interest as he himself is taking the loan out not Paul and Katya. Liability for the extra £20,000 should fall on Gregor and him alone. 
Katya has a freelance business which is states in the document that is showing signs of growing. Paul has expressed that he would not wish Katya to remain in the partnership if she cannot remain working part-time at 16 hours per week. Paul would need to express this in the partnership agreement, and it would need to be agreed and signed by Katya that she can commit to 16 hours per week. This would be the same with Gregor, as he has also agreed to work part time in the shop and has agreed on his salary. In the partnership agreement Gregor, Paul and Katya would all need to agree on their salary and hours together and clearly state this is the agreement.
Everything that has been written in the document needs to be read carefully by Paul, Gregor and Katya and if anything needs to be changed or altered it should be done before the agreement is signed. When everything has been agreed on each party can sign the agreement and start their partnership business in Sweetstuff. 
Kind Regards, 
Jade Thompson. 
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