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Introduction

This Guidance Note is de
primarily for the purposs
subsequently entering into

ain principles of partnership law
ties forming a partnership and

Choosing the Right Busi

b needs to make is to decide on its
b Note focuses on setting up as a
s different options for corporate

One of the earliest decisio
corporate structure in ordg
partnership, however for
structure are as follows:

2.1 Registering as a so
2.2 Forming a partners
2.3 Incorporating as a |
2.4 Incorporating as an
Forming a Partnership

If a business is offering se
will often set up as a part
liability company with Co
sole trader business modsg
business. This could be
Building and domestic se
that often choose to set up

g so with people they know, they
porating (registering) as a limited
ships are often extensions of the
one person working together in a
two or more unrelated parties.
ples of the types of businesses

Partnerships offer a flexibl
demands of a limited liabil
stakeholders and unlike 1
another partner is sick or
brought in and to leave or
tax issues and really the (
partner is registered as sel

the administrative and regulatory
ip has the benefit of two or more
siness won'’t collapse if one or
p vehicle allows individuals to be
the partnership without significant
being in partnership is that each
separate tax return.

The activities of the partng
and not by the partnershi
below). Accordingly, the p
partners are taxed separaf
as though derived from a
This is in contrast with U
shareholders. The price fo
individual partners in the b

ried on by the individual partners
not a separate legal entity — see
not liable to pay tax. Rather, the
profits or losses of the partnership
5sion carried on by each partner.
h are taxed separately from their
iciency is unlimited liability for the

Partners are also treated
are not considered emplo

ployment law purposes. Partners
and in addition they are also not
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afforded any statutory prof ers of an LLP as “workers” for the

purposes of the Employme
Legal Definition of a Part

The law of partnership was
defines partnership as theg
business in common with
partnership law.

hip Act 1890. Section 1 of the Act
s between persons carrying on a
t still forms the basis of today's

it is a matter of fact whether a
etermine this for themselves. The
egal identity is that for example, a
Or grant security over its assets.
e of individual partners who will
pssentially agents for one another

A partnership is not a s{
partnership exists and the
implications of the partners
partnership cannot own &
Therefore, property will us
hold as trustees for the p
for the purposes of the par|

Under the Partnership
partnership and they are |
the wrongful acts or omiss
of the provisions of the Pa
life, the partnership relati
partnership agreement. T
ownership and profits of t
wants to leave, etc. Howg
relationship between the
agreement being just one i

ntly liable for the debts of the
e for loss or damage arising from
h result of this and because some
t appropriate for modern business
overned by a formal contractual
bmselves to set out how liabilities,
and what happens if one partner
partnership is still the continuing
g business, with the contractual
Ehip.

Partners Implied Duty of

Within a partnership, the
another and the partnershi

d duty of good faith towards one

5.1 act honestly in the |
motive;

ership and not for some ulterior

5.2 be truthful at all tim

5.3 account for any be onsent of the other partners;

5.4 disclose all informa 5 own misconduct.

The duty of good faith ap|
dissolution. It also applieg
change the Partnership A
without regard to the ming
consult and powers of the

rtnership commences and during
5ion of a partner and attempts to
of the majority cannot be made
pd faith imposes the obligation to
ercised capriciously or irrationally.

Partnership Agreement

As stated above the Partn
of a partnership as well &
much of this will be super
partners.

les for determining the existence
is regulated, however in practice
pgreement entered into by all the



The usual provisions cove
6.1 name;
6.2  duration and dissol
6.3 capital;
6.4 partnership propert
6.5 profits and losses;
6.6 accounts;
6.7 relationship betwee

6.8 relationship betwee
towards business e

bmes, decisions, best endeavours

6.9 admission of new p
6.10 retirement, death a
6.11 expulsion from part
6.12 disputes between p

The parties (as partners) {
and LLPs. Spouses can b
possibility of a sham for ta
of the business and has nd

ent can be individuals, companies
HMRC is particularly alive to the
blays no active part in the running

It is also worth noting that
hard to determine but usu
However, if business acti
agreement, the partnershij
stated date in the agreeme

encement of a partnership can be
ent will be a determining factor.
bmmencement date stated in the
have started then and not on the

Our Basic Partnership Agr
Partnership Agreement ca

accessed here and our Long Form

7. Business Legal Structuré

Structure Pro Cons
Sole Trader Full liability for debt

Pay more in tax

Less market credibility

Partnership Full liability for debt

Pay more in tax
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http://simply-docs.co.uk/Partnership_Agreements_LLP_Documents_and_Joint_Venture_Agreement_Templates/Basic_Partnership_Agreement_Template
http://simply-docs.co.uk/Partnership_Agreements_LLP_Documents_and_Joint_Venture_Agreement_Templates/Long_Partnership_Agreement
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Can be difficult to wind up

Administrative and regulatory
demands heavier

Annual accounts and
financial reports must be filed
and in public domain

Profit taxed as income

Partners must disclose
income

LLPs must start to trade
within a year of registration —
or be struck off




