Task 1 
 
LEGAL PERSONALITY 
 
Company 
 
When a company itself is formed the company becomes its own legal entity. This means any legal action will be against the company, not the shareholders. A legal precedent of this in practice can be seen in the case Solomon v Solomon and co ltd 1897, in which a company with only a single person running it was sued. The courts ruled that the individual could not be sued the company had to as a person. The only exception to this rule is deemed ‘lifting the veil of incorporation,’ this only occurs if the courts deem the individuals behind the company are using it as a shield for illicit actions like insider trading. Even then the courts cannot proactively pursue this, they need to be persuaded into it (Legislation.gov.uk, 2015) Company act S790. 
 
Sole trader and Partnership 
 
Regarding Sole traders there is no legal protection for them, they are the entity that will be sued if they commit any wrongdoings. For a sole trader they have the sole unlimited personal liability for the business, its debts, and contractual obligations. Partnerships are similar as the partners in question hold full liability for their business. Unlike with a company, Partnerships businesses do not become a legal entity. 
 
Formation 
 
Company 
 
To begin forming a company while not complicated there is a lot of paperwork that is integral and needs to be done properly. To begin is the memorandum of association (GOV.UK, 2012). A template of this can be found at: https://www.gov.uk/government/publications/give-notice-of-subscribers-company-with-share-capital (GOV.UK, n.d.). This will contain the name of each subscriber and the starting shareholders. This will never change and will be filed at the company house. Following on from that is the application for registration. For this document you must include the proposed company name, location of office, status of company about your situation. This would be a private limited company. You would also need to indicate the starting shares, statement of proposed office owners as indicated by section 12 of company act 2006(Legislation.gov.uk, 2023), the director of the company. A lot of this is quite simple starting information. The important document is the next one which is the articles of association. This is basically the document that outlines how the company will be run and the underlying rules. Once these have been written and implemented, they are more or less set in stone, the only way they can be changed is through special resolutions. In regard to the articles of association, you could choose to use model articles which are standardized rules premade, write them yourself or a solicitor to help you create personalized ones. Moving on from that, all that is left is the statement of compliance stating that you have done everything and then a nominal fee to get all of it processed. Once it has been fully processed you will receive a certificate of incorporation which will mark the first day of the newly formed company. Any deals made prior to that day will still be personally liable, if you choose to keep the previous business name you are allowed to keep it, however you must clearly identify yourself as a company now. 
 
Following on from that another process of gaining the status of a company is to purchase a shelf company. These are premade companies; all you need to do is hire a formation agent to change details to gain ownership. You would also need to create a certificate of non-trading from the previous shelf company. The benefit of acquiring a shelf company is the speed of acquisition and it could be argued to be less costly.
 
Partnership 
 
Under S1 of the partnership act 1890 (Legislation.gov.uk, 2011) if two people come together and start running a business it becomes classed as a partnership, there are no strict legal requirements to the being a partnership meaning unlike a business you do not need to file any registrations. However, if you are planning to create a partnership It is highly urged to create a partnership agreement (GOV.UK, 2012). In concept it is like the model articles regarding forming a company. It is a legal contract which can help resolve or at least mitigate any issues down the line. However, if you do not create a partnership agreement a standardized one will be used instead if any issues arise down the line. S24 Partnership act (Legislation.gov.uk, 2011) has many of the implied terms; these are the default terms and can be changed if partners write their own terms and agree.
 
Name of business 
 
Company 
 
In regard to Companies, you need to ensure that your name is different enough from another company to avoid triggering a trademark dispute. You must also end it in a ‘ltd’ or ‘limited’ to indicate the kind of company it is (GOV.UK, n.d.). In regard to this there are a litany of other words and phrases that are not allowed as seen in (Legislation.gov.uk, 2015). A simple example would be trying to associate your company falsely with the NHS by having that in the name. (Legislation.gov.uk, 2024). The current name for your business appears appropriate and my recommendation would be to stick with it. However, if you do choose to change it before fully deciding I would recommend reading this https://www.legislation.gov.uk/uksi/2009/1085/contents/made (Legislation.gov.uk, 2024). As it is detailed and can help you avoid potential pitfalls.
 
Partnership 
 
For partnership names are almost exactly the same as sole traders, such as not including ‘limited,’ ‘ltd,’ or using offensive names. The only exception would be that they must include all the partners’ names and the business name on official paperwork, examples being invoices and letters.
 
Ongoing formalities/ regulations and privacy 
 
Company
 
One type of formality that may occur is meetings. Previously Private limited companies were required to hold annual general meetings, however in October 2007 on the 1st however part 13 which is section 281 - section 361 was introduced to the companies act 2006 (Government of UK, 2006). There are two types of meetings, director, and shareholder. Director's meetings are focused on the day-to-day running of the company, whereas shareholder meetings are focused on bigger decisions that the director is not able to decide on their own. According to the Company Act 2006 (Government of the UK, 2006), directors' residential addresses must be provided to Companies House and are then made publicly available on the Companies House register. This transparency measure aims to promote accountability and transparency in corporate governance. Companies also need to list and present income made over the year publicly 
 
Partnership 
 
Partnerships are required to publicize their principal place of work and members. Under Section S24 9 (Legislation.gov.uk, 2024) the right to inspect and copy partnership books allowing transparency between partners for how money is being allocated and used. 
 
Sole trader
 
As you may know this has the greatest amount of freedom and privacy allocated.
 
Management - flexibility to transact business and bind the business 
 
Company 
 
This part of your company is dictated almost entirely from the articles of association that were chosen. Articles 2-20 (PF2 -Articles of Association Standard Form, 2013) dictate the powers granted to the director. Allowing them to run the company with as much freedom as shareholders agree. Articles 37-47 (PF2 -Articles of Association Standard Form, 2013) focus upon the shareholders, dictating in how shareholders make decisions, and requirements for different severity issues. The main times it is necessary for the shareholders to step in are changes to an article Company act Section 21(Legislation.gov.uk, 2015), Removal of a director Company act Section 168 (Legislation.gov.uk, 2023), Appointment of director Article 17a (GOV.UK, n.d.) and Substantial Property Transactions Company Act Section 190(Legislation.gov.uk, 2016). 
 
Partnership 
As previously stated, partnership agreements are particularly important, and this section is an example of that. If you are using the standard partnership agreement, that is used if nothing else was written, partnerships do have a modicum of freedom. A partner can make any decision they like if they can get their partner's written approval. Agreements between partners can be inferred depending on how they act. Section 24.5 of the partnership act (Legislation.gov.uk, 2011) gives every partner the right to participate in the management. Section 24.8 (Legislation.gov.uk, 2011) Makes it so that for some decisions they can be made by a simple majority. However, for big decisions a unanimous vote must occur. Again, as stated at the start, this is based on the default partnership agreement and can be changed. 
 
 
Finance 
 
Company 
 
Companies are governed by the Companies Act 2006 (Government of UK, 2006), which sets out the legal framework for company finance and borrowing. The Act includes provisions regarding the borrowing powers of companies, directors' duties concerning borrowing, and the registration of charges created by the company to secure loans. Companies also have a lower rate of tax at 25% (pwc, 2023).
 
Partnership and sole trader 
 
 
In terms of income profit a sole trader is allowed to operate from £0 to £12,570 at a 0% tax rate due to personal Allowance. Then from £12,571-£50,270 at a 20% Basic rate and finally £50,271-£125,140 at 40% for a higher rate. If you earn over £125,140, you will pay an additional 45% tax on all trading profits (MaPS, n.d.). You can opt in to this as a sole trader gaining the benefit of writing stuff off as business expenses to the government. 
 
Transfer of interest if a participant wants to sell out 
 
Company 
 
When a shareholder is within a company the way out is to sell the remaining shares. In the case of a private company, share valuation is more complex. It is impossible to say how much your shares are worth as a generalization, but there are some methods that will help determine an accurate and fair value. The way in which a shareholder goes through the process is another aspect that is shaped through the articles of association.  
 
Partnership
 
When it comes to a partnership, if a partnership agreement has been written and agreed to by notice a member can leave or the partnership may end. Even after a partnership has ended certain obligations will still remain and be shared as agreed to by the default partnership agreement. Another requirement is that partnerships that end must place a notice in the London gazette due to S36 and S37 of the partnership act. If there are losses profit has to go to cover it, or if that is not enough the capital covers it instead 
 
Overview 
 
In regard to your interest, I believe a company would be in your best interest due to the following reasons. To begin It has a lower tax rate dependent on profit made. You are eligible for preferable bank loans which due to the legal identity of the company will not personally affect you. Moving on, if you decide to personally make the company and edit the articles of association, you can personalize the company in a way that suits your own needs and aspirations. 
 
 
 
Task 2. 
 
 
To begin with your plan to inject a cash sum of £30,000 capital into the business. That is fine, there are no stipulations or rules around how much money is injected into the business. However, Section 24.8 of the partnership act (Legislation.gov.uk, 2011) dictates ‘Any difference arising as to ordinary matters connected with the partnership business may be decided by most of the partners’ and ‘no change may be made in the nature of the partnership business without the consent of all existing partners.’. While this may sound fine now, down the line this could cause arguments due to differing views on the business. You may want to make a partnership agreement and give yourself a higher percentage of power due to early investment or based off monetary contributions. 
 
Again, for your second and third point it is fine because there is no stipulation regarding what money is used as an investment in the business, this is fine. Moving on for point 4 that is also fine as seen in Section 24.1 (Legislation.gov.uk, 2011) it states, ‘All the partners are entitled to share equally in the capital and profits of the business and must contribute equally towards the losses whether of capital or otherwise sustained by the firm’. This states that whatever happens no matter how much work each member does, as a partner any and all profits will be shared equally. However, on the other side all losses, debts and if legal issues occur this will also be shared between them. 
 
Next for point 5 you can have a salary if you want however S24.6 (Legislation.gov.uk, 2011) does state that partners are not entitled to a salary. So, if you expand and bring in more partners they will not be entitled to a salary, therefore an agreement would need to be reached. For point 6, that is fine, there is no requirement on partners working full time, she could even be a silent partner if she wanted, that is a partner that specifically does no management, only bankrolls the business. Moving forward Point 7 brings up income and capital profit. This also does not work with the standard guide as seen in section 24.1 (Legislation.gov.uk, 2011) This section in plain texts denotes that all partners will receive equal profit. Next for point 8 it is in relation to shares disbursement from past partners to remaining, under section 42.1 that is fine and point 9 is fine as well.
 
Overall, for the points that were not included in the standard partnership agreement, it is highly recommended to include them in an express agreement. This would be for the best as it will avoid future conflict and give each partner what they want.
 
 
 
 
 
 
 
 
 
 
 
 
 
Reference list 
 
Legislation.gov.uk. (2015). Companies Act 2006. [online] Available at: https://www.legislation.gov.uk/ukpga/2006/46/section/790C#:~:text=(5)A%20 [Accessed 15 Mar. 2024].
GOV.UK. (n.d.). Give notice of subscribers: company with share capital. [online] Available at: https://www.gov.uk/government/publications/give-notice-of-subscribers-company-with-share-capital.
Legislation.gov.uk. (2023). Companies Act 2006. [online] Available at: https://www.legislation.gov.uk/ukpga/2006/46/section/12#:~:text=12Statement%20of%20proposed%20officers&text=(a)in%20the%20case%20of [Accessed 15 Mar. 2024].
GOV.UK (2012). Set up a private limited company. [online] GOV.UK. Available at: https://www.gov.uk/limited-company-formation/memorandum-and-articles-of-association.
Legislation.gov.uk. (2011). Partnership Act 1890. [online] Available at: https://www.legislation.gov.uk/ukpga/Vict/53-54/39/section/1#:~:text=(1)Partnership%20is%20the%20relation.
GOV.UK (2012). Set up a business partnership. [online] GOV.UK. Available at: https://www.gov.uk/set-up-business-partnership.
Legislation.gov.uk. (2011). Partnership Act 1890. [online] Available at: https://www.legislation.gov.uk/ukpga/Vict/53-54/39/section/24.
GOV.UK. (n.d.). Set up a private limited company. [online] Available at: https://www.gov.uk/limited-company-formation/choose-company-name#:~:text=Your%20name%20cannot%20be%20the.
Legislation.gov.uk. (2015). The Company, Limited Liability Partnership and Business (Names and Trading Disclosures) Regulations 2015. [online] Available at: https://www.legislation.gov.uk/uksi/2015/17/contents/made.
Legislation.gov.uk. (2024). The Company and Business Names (Miscellaneous Provisions) Regulations 2009. [online] Available at: https://www.legislation.gov.uk/uksi/2009/1085/contents/made [Accessed 15 Mar. 2024].
Legislation.gov.uk. (2024). The Company and Business Names (Miscellaneous Provisions) Regulations 2009. [online] Available at: https://www.legislation.gov.uk/uksi/2009/1085/contents/made [Accessed 15 Mar. 2024].
Government of UK (2006). Companies Act 2006. [online] Legislation.gov.uk. Available at: https://www.legislation.gov.uk/ukpga/2006/46/contents.
Legislation.gov.uk. (2024). Partnership Act 1890. [online] Available at: https://www.legislation.gov.uk/ukpga/Vict/53-54/39/section/24#:~:text=(9)The%20partnership%20books%20are [Accessed 15 Mar. 2024].
PF2 -Articles of Association Standard Form. (2013). Available at: https://assets.publishing.service.gov.uk/media/5a7c727c40f0b62aff6c1bb6/PU1572_PF2_articles_of_association_p02.pdf.
pwc (2023). United Kingdom - Corporate - Taxes on corporate income. [online] taxsummaries.pwc.com. Available at: https://taxsummaries.pwc.com/united-kingdom/corporate/taxes-on-corporate-income#:~:text=The%20main%20rate%20of%20corporation.
MaPS. (n.d.). Tax and National Insurance when you are self-employed. [online] Available at: https://www.moneyhelper.org.uk/en/work/self-employment/tax-and-national-insurance-when-youre-self-employed.
 


