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Outline of a Business Venture
The group of friends intends to start a car business that will entail buying and selling used cars in the United Kingdom. Many car sellers and buyers usually find challenges in getting a trading partner and the business is intended to solve this problem by establishing an accessible business to both the sellers and the buyers. The buyers can visit our business premises to choose a used car of their choice, and the sellers can also visit the business and sell their cars. This analysis is aimed at establishing the appropriate business structure for the car business. There are various business structures that a business can take including a sole proprietorship, a partnership, private limited company or public limited company all of which have varying legal requirements, advantages and disadvantages and hence the need to have a deep understanding of each structure before selecting a suitable structure (Gov.uk, 2018). 
Sole Proprietorship
A sole proprietorship is a business fully owned by a single individual, and the owner has full control of the business but can hire workers to assist in business operations, but the workers do not have the legal obligation of the business (Assets.Publishing.Service.gov.uk, 2011). The owner of the business is solely responsible for the profit, loss, or liabilities of the business. 
Advantages 
· The owner has full control of the business 
· The owner makes all important decisions (Unlock The Law, 2015)
· The owner gets all income generated by the business
· Income tax is charged as personal income (Gov.uk, 2018)
Disadvantages
· The business dissolves upon the demise the owner 
· Relying on personal resources for funding 
· Bearing unlimited liability for losses suffered by the business 
· Putting personal assets at risk (McIntosh, 2014)
Legal Requirements of a Sole Trader 
Formation – A sole trader is considered self-employment. Therefore, a sole trader must register with HMRC (HM Revenue & Customs) after starting the business for self-assessment for personal income charge. Some types of businesses, however, require a sole trader to obtain a license from a relevant local authority such as nightclubs, restaurants, adult shops, nursing home among other businesses. 
Termination – a sole trader can terminate the business at will and reporting the same to HRMC to make amendments on tax obligations. However, in the case of insolvency, the business owner is personally liable for liabilities owed personally or by the trading business to business creditors (Willans.co.uk, 2018). 
Partnership
A partnership refers to the relation that subsists among the trading partners who execute business with a shared goal of generating profit. In this case, people with common goals form a business through verbal or written agreements (Carsontrotter.co.uk, 2018). Partnerships take three forms including a limited partnership, general or ordinary partnership business and limited liability partnership. 
Ordinary or General Partnership 
A general partnership structure type of a business is where the business partners act as agents for each other, and the partners have collective responsibilities of the business. The partnerships have equal control over the business and acts in honestly and in best interests of the business. The partners also share liabilities of the business. 
Advantages 
· Each partner has full control of the business (Unlock The Law, 2015)
· The business costs and expenses are shared among the partners 
· Facilitates sharing of idea and information for the better performance of the business 
· Provides more solution to business challenges such as illness of a partner that result to absenteeism does not result in the closure of the business as opposed to a sole proprietorship structure (McIntosh, 2014)
Disadvantages 
· Sharing income generated by the partnership
· Limits full control of a business to partners 
· The management or running the business cannot be done without the consent from the rest of the partners 
· The partnership dissolves upon the death of a partner(s) (Carsontrotter.co.uk, 2018)
· Can encourage dishonesty among the partners such as drawing from the business without informing other partners 
· The process of decision making is long due to obtaining consent from each partner, and thus, the prompt decision cannot be made inappropriate time 
Limited Partnership 
A limited partnership is a type of business that requires registration as such with the Companies House and comprises of limited partners and general partners (Data.parliament.uk, 2018). Unlike the general partners, the limited partners’ liability is capped by the amount of investment made in the business and the personal guarantees provided by the partners to raise finance. However, general partners are personally liable for the entire debt of a partnership. 
Advantages 
· The limited partners are not liable for all financial expenses or business liabilities 
· Sharing costs and business expenses 
· The limited partners do not have full control, and thus, they are not fully responsible for all business aspects. For instance, the limited partners are not fully responsible for the business liabilities but are only responsible to the liabilities according to their capital investment in the business (Unlock The Law, 2015..
· Sharing responsibilities 
· The business can have sleeping partners who do not need to be necessarily present in day to day operation of the business 
Disadvantages 
· Higher chances of disagreement among business partners and can consequently impair their friendship
· Inhibits personal decision making since each member should be consulted when making a business decision  
· Can encourage dishonesty among partners 
Limited Liability Partnership (LLP)
Limited liability partnership is considered as a corporate body, and the partnership exists as a legal ‘person’ independent of the partners (Carsontrotter.co.uk, 2018). This implies that the LLP can sue or be sued, own assets and subject to income tax laws among other factors (Assets.Publishing.Service.gov.uk, 2011). The business partners in this type of partnership are not personally liable for the liabilities that the business cannot settle. A partner’s liability, however, is limited to the personal investment made in the business.  
Advantages 
· Limited liability to the business partners and thus, the partners are not fully liable for the business’ liabilities. The partnership business is also liable to the business liabilities 
· Sharing costs and business expenses 
· No limit on the number of business owners 
· Lower cost of formation compared to corporations 
· The partners do not necessarily have responsibility for the business operation, and thus, they can dedicate their energy to other issues rather than the partnership 
· Separation of ownership between the partners and the business since LLP is a ‘legal person’ that can own property, sue or be sued, hold a bank account among other factors (Willans.co.uk, 2018). 
· Most likely to pay lesser tax compared to the sole proprietorship since the business is recognized as a legal entity and such subject to tax deductions on business costs and expenses incurred by the business with the sole purpose of production and sale of services or products. 
· The death of a partner doe does not result in dissolving the business (McIntosh, 2014)
Disadvantages 
· An act of a single partner without the consent from other partners can bind the business 
· The partnership cannot raise funds from the public 
· The long process of deciding due to consultation with the partners 
· The requirement to publish the annual business accounts as well as other information concerning members 
Legal Requirements of a Partnership 
Formation – all ordinary partnerships must be registered with HMRC basically for tax purposes. The limited partnerships are legally obliged to register with Companies House, but they are not obliged to file accounts or make an annual return (Legislation.gov.uk, 2006). One the limited partnership registered with the Companies House, the Companies House reports the formation of a partnership to the HMRC and hence no need to register to HMRC in case of a limited partnership (Data.parliament.uk, 2018). On the other hand, LLP is legally obliged to register with Companies House, file accounts and send an annual return to Companies House. Like the limited partnership, LLP does not require to register with HMRC since Companies House does that on behalf of LLP. 
Termination – an ordinary or a general partnership is legally terminated upon the death of a partner or a voluntary departure of a partner(s) from the partnership. In case of dissolving a general partnership the partners are legally liable for the business liabilities and if the liabilities exceed the assets possessed by the business, personal assets of the partners are used to repay the remaining liabilities. 
Just like the general partnership, a limited partnership can be terminated by the death of a partner or a communicated need to abandon the partnership among the members (Willans.co.uk, 2018). However, the general partners are liable to all liabilities of the business. On the contrary, the limited partners are only liable for the business liabilities according to their capital investment entitlements in the business. 
Unlike the general and limited partnership forms of businesses, LLP does not dissolve due to a partner’s plight since its separate existence from the members. The termination of LLP takes explicit steps and forms including voluntary or involuntary termination. The voluntary termination is initiated by the partner's consent to discontinue business operation. However, an involuntary termination of LLP also happens when the business becomes insolvent or violates some rules or laws on trade. 
Private Limited Company
A private limited company is an incorporated business that is limited by shares. Therefore, a private limited company is organisations that have shareholders. The shareholders are liable to the liabilities that a business owns the creditors according to the shares that they have invested in a company. This implies that during the time of insolvency, the shareholder’s assets are not affected but rather the money that they invest in a company is used to settle a company’s liabilities. The normal operations or day to day activities of a private limited company are conducted by directors on behalf of shareholders although in some cases directors are obliged to own some shares. 
Advantages 
· Limited liability to the extent of investment done by a shareholder in the company 
· The sale of shares is conducted privately 
· The income tax obligation of a private limited company is on a fixed rate unlike the taxable income obligation of a personal income that is dependent on the level of income earned by an individual. 
· Availability of tax deductible costs that reduces the tax obligation 
· Provides a more professional impression to customers and clientele 
· The business is not disrupted by a shareholder’s death 
· A shareholder can buy and sell shares with approval from the director 
· Additional capital can be generated from selling shares (Willans.co.uk, 2018)
Disadvantages 
· A private limited company cannot raise funds from the public 
· An obligation to prepare annual audited accounts and returns to the Registrar of companies (Legislation.gov.uk, 2006)
· Requires a considerable amount of funds and time in setting the business relative to sole proprietorship or partnerships
· Usually requires professional help to set up the company 
· Limited opportunities for economies of scale 
· Separation of ownership from the shareholders and thus, the business owners do not make all decisions (McIntosh, 2014)
Legal Requirements of a Private Limited Company 
Formation – the legal requirements of the private limited company are set in the Companies Act 2006. Private limited companies must be registered with Companies House and must have at least a single director aged at least 16 years who is legally responsible for executing a company’s operation (Legislation.gov.uk, 2006). A statement of capital is also required on forming a private company that details the number of shares and value of the company referred to as share capital and should also detail the addresses and names of all shareholders. Another legal requirement on the formation of a private limited company is articles of association that describes the rules of running the company. 
Termination – the procedure of terminating a private limited company is dependent on whether the company is solvent or insolvent. When a company is a solvent, it can be legally terminated by removing the company’s name from the Companies Register. However, the company must not have sold or traded any stock or changed its name for three months. Besides, a company should not have any agreements with creditors or be threatened by liquidation when terminating it when solvent. 
Terminating a private limited company when in insolvent requires calling a shareholders’ meeting and making a winding-up resolution which must be agreed by the majority shareholders (75%). Upon resolving, it should be filed with Companies House within 15 days (Legislation.gov.uk, 2006). The resolution must also be advertised through gazette within 14 days. The company must also appoint a liquidator who must be authorized insolvency practitioner. 
Public Limited Company
A public limited company is a business whose owner is open to the general public(Willans.co.uk, 2018). Therefore, in this case, anyone can own the corporation through the purchase of the Company’s stocks. 
Advantages 
· Ability to raise additional funds from the public 
· Limited liability to shareholders to the extent of individual investment 
· The legally separate entity from owners 
· Perpetual existence 
· The shareholders are not responsible for debts incurred by the business unless when have offered guarantees 
· Higher public status relative to the private limited company 
· The income tax rate is constant irrespective of income generated by the business 
Disadvantages 
· Making the company’s information public 
· Original owners of the business lose control of the business 
· Legal requirements of a public limited company
Formation – legal requirement of forming a public limited company is having an allotment of shares worth at least £50,000. Other legal requirements include; having at least two shareholders, qualified company secretary, and at least two directors aged at least 16 years (McIntosh, 2014). 
Termination – like the private limited company, a public limited company process of termination depends on solvency issues. A company must first pay the creditors, and its name be struck off the Company’s Register.  
Business Structure Recommendation and Rationale Behind the Choice
The choice of a business is dependent on various factors including the degree of business ownership and control. For the car business, the appropriate start-up business structure is the private limited company. This is attributable to better public status compared to a sole proprietorship or partnership structures  (Willans.co.uk, 2018). Further, the tax obligation will only be on the business as opposed to personal income of the business owners. The tax laws in the country also offer tax-deductible costs that would significantly reduce the tax obligation of the car business. One of the objectives of starting a car business is to be among the leading car business in the region and thus, having a private limited company is easier to convert it into a public limited company and to have access to funds from the public. The business will also not be disrupted as a result of the death of a partner as with the case with the sole trader or partnership business structures. 
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