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Outcomes

As a result of this Small Group Session, you will be able to:

· Explain the legal implications of carrying on a business through the forms of sole trader, partnership and private limited company
· Advise upon and select an appropriate medium to meet a client’s requirements
· Advise on form and legal structure and on the costs, procedure, formalities and tax implications of setting up and running a business through the forms of sole trader, partnership and private limited company

Materials and preparation needed
For this Small Group Session, you must:
· Listen to the online Lectures entitled ‘Types of Business Medium’, ‘VAT’, ‘National Insurance Contributions’ and ‘Corporation Tax’. You are advised to bring to the session the PowerPoint slides relating to these online Lectures and any notes which you took whilst listening to them  
· Refresh your memory on Income Tax and Capital Gains Tax which you covered during the Foundation Course 
· Read chapters 1, 29 and 32 in your Business Law and Practice manual 
· Read the following sections of the Partnership Act 1890:
             - Ss 1, 5-6, 9-10, 14, 24, 26, 32 and 36

· Read the following sections of the Companies Act 2006:

             -Ss 53-55, 59, 66, 82-84 

             -Ss 386, 444, 853A, 1085-1086

             -Ss 1192-1194, 1197, 1200-1206

· Read the Company, Limited Liability Partnership and Business Names (Sensitive Words and Expressions) Regulations 2014

· Bring your copy of the Business Law and Practice manual and Legislation Handbook to the Small Group Session
· Complete the online Blackboard test “SGS 1 Choice of Business Medium” in the BLP shell under the Tests tab. Make a note of your answers and the feedback provided using Attachment 1. 
· You must check if your web browser works with your version of Blackboard before you start the test. Blackboard works best using Google Chrome or Firefox on either a Windows or Mac.

· Click on the link below for more information.

https://help.blackboard.com/Learn/Student/Getting_Started/Browser_Support 
· Once you have successfully completed the online test and made a note of the feedback, prepare an answer to Task 2.

Task 1
Complete the online “Yes or No” test “SGS 1 Choice of Business Medium” before preparing task 2 below. Make a note of your answers using Attachment 1. 

Task 2

Your firm, Hugh Aston Solicitors, acts for Alan and Brenda Charlesworth. Your principal, Michael Aston, explains to you the details of their current position.  Alan has recently been made redundant.  He wishes to use £50,000 of his redundancy money to set up a business making hand-made children’s toys which he would like to call `My Hand-Crafted Toys’. His wife, Brenda, is fully supportive of this venture, but cannot decide whether to join him in the business.  If she does join him, she would not wish to participate in the management of the business.  She does not object to contributing £20,000 of her personal savings in order to buy materials but does not wish to further increase her financial liability.  Alan is also eager that his personal liability is protected. He considers that if this venture is not successful, he would like to change the nature of the business fairly quickly.  Both Alan and Brenda wish to keep the affairs of the business as private as possible, and to commence business as quickly as possible.

Question 1

Consider the implications of Alan and Brenda conducting the business through the medium of a sole trader, a partnership or a private limited company in relation to the following areas:
1. Legal personality
2. Personal liability of the participants

3. Creation - formalities, speed and cost

4. The name of the business

5. Ongoing formalities / regulations and privacy
6. Management - flexibility to transact business and bind the business

7. Finance

8. Transfer of interest, if participants want to ‘sell out’
9. Taxation of profits generated by the business and distributed to the proprietors
Analyse the contrasting positions of the three business forms under the above headings and ensure that where appropriate you can give statutory or other authorities for your answers.
During the Small Group Session, you will be divided into teams and will be asked to present the advantages and disadvantages of each of the business forms. 
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Attachment 1 (relating to Task 1)




Question 1

A sole trader has a separate legal personality. Is this correct?
Feedback:
Question 2

A partnership has no separate legal personality. Is this correct?
Feedback:
Question 3

A Company has a separate legal personality. Is this correct?
Feedback:
Question 4

A sole trader is not personally liable for debts and contracts of the business. Is this correct?
Feedback:
Question 5

Partners are jointly liable for debts of the firm. Is this correct?
Feedback:

Question 6

Are shareholders liable for the debts of the company?
Feedback:
Question 7

Directors can never be personally liable for the debts of the company. Is this correct?
Feedback:
Question 8

There are no formalities when setting up as a sole trader or a partnership but there are with a company. Is this correct?
Feedback:
Question 9

Jenny Masters and Rachel Bailey are in partnership together running "The Sugar and Spice Tea Room" "The Sugar and Spice Tea Room" is a business name. Is this correct?
Feedback:

Question 10

Jenny and Rachel wish to incorporate their partnership. The tearoom must be renamed "The Sugar and Spice Tea Room Limited". Is this correct?
Feedback:

Question 11

Once a business is set up, whether as a sole trader, a partnership or a company there are very few ongoing formalities. Is this correct?
Feedback:
Question 12

All partners can take part in the management of the partnership business. Is this correct?
Feedback:

Question 13

Shareholders own and manage a company. Is this correct?
Feedback:
Question 14

Only a company can grant fixed and floating charges over assets. Is this correct?
Feedback:

