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Legal status of different organisations 

 
As you have seen, types of business range from small organisations such as sole 
traders, partnerships and small charities, through to medium and large organisations 
in the public and private sectors.  
 
The legal requirements when forming an organisation are described below. 
 
Sole trader 
It is not obligatory to register the business name but you can do so with the National 
Business Register. Certain words and expressions, such as international, federation 
and registered are restricted under the Business Names Act 1985 and the Company 
and Business Names Regulations 1995. Companies House and the National 
Business Register have lists of these words and details of how to obtain approval to 
use them. You must also register with the HM Revenue and Customs as self-
employed and complete a self-assessed tax return annually.  
 
Partnerships 
A ‘nominated partner’ is chosen to be the partner responsible for managing the 
partnership’s tax returns and keeping business records.  

The nominated partner must register the partnership and themselves for tax self-
assessment with HMRC. The other partners register separately, usually once the 
partnership is registered.  

All the partners’ names, as well as the business name (if there is one), should be 
included on any official paperwork, such as invoices and letters. 

Limited Partnerships and Limited Liability Partnership (LLP) are like a half-way 
house between a partnership and a private limited company, with limited liability for 
the members, but with the organisational flexibility of a partnership and taxed as a 
partnership.  
 
Private limited companies 
These need to be registered at Companies House. The main functions of Companies 
House are to: 

 incorporate and dissolve limited companies 

 examine and store company information delivered under the Companies Act 
and related legislation 

 make this information available to the public. 
 
Details to be submitted to register a company comprise: 

 company name and address – every company must have a registered office 
within the UK which is the official legal address of the company and it must be 
a physical address, not a PO Box 

 details of the directors (at least one) and secretary (optional) 

 share capital and shareholder details – the name and address of each initial 
shareholder in the company (known as a subscriber), as well as the number 
and class of shares, amount paid on each share, the nominal value of the 
shares, the currency and totals; additional details, such as any rights attached 
to shares, for example, details of voting, distribution, dividend and any 
redemption rights. 
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This information is usually contained in:  

 the Memorandum of Association – a document that contains the names of the 
subscribers to the company and authentication that they have agreed to 
become members of that company 

 The Articles of Association – which set out the rules by which the company 
will be run. Following the 2008 regulations within the Companies Act, there 
are model articles available that ensure companies adhere to company law 

 statement of capital and shareholdings. 

 
Public limited companies (plc) 
A private limited company may become a plc. by offering its shares for sale to the 
public; this is known as floating. This sale of stock is called the initial public offering 
(IPO) and is usually offered via the Stock Exchange.  
 
A company must comply with certain legal and regulatory standards. 
 

 It must have a minimum of two directors, one of which must be a company 
secretary, qualified in this area as a chartered secretary, chartered 
accountant, certified accountant or solicitor. 

 It must have a minimum share capital of £50,000, a quarter of which 
(£12,500) must be paid up. 

 Its annual accounts and reports must comply with the generally accepted 
accounting principles of the London Stock Exchange. 

 It must comply with the stock market’s conditions and processes for the 
trading of shares.  

 It must submit to an investigation into its commercial activities and internal 
operations (known as due diligence) so that potential investors know exactly 
what they are buying into.  

 
Charities 
Charities are registered at the Charities Commission. The name of the charity is 
registered, along with the names of the trustees and a governing document that sets 
out the rules by which the charity is run. Registered charities also need to register as 
such with HMRC to access certain tax reliefs and exemptions. 

There are three main charitable entities. 

An unincorporated association is the most common form within the voluntary 
sector and is a contractual arrangement between individuals who have agreed to 
come together to form an organisation for a particular purpose. An unincorporated 
association will normally have, as its governing document, a constitution or set of 
rules, which will deal with such matters as the appointment of office bearers and the 
rules governing membership. However, it is not a separate legal entity, meaning it 
cannot start legal action, borrow money or enter into contracts in its own name. 
Officers of the organisation can be personally liable if the charity is sued or has 
debts. 

A charitable trust is a relationship between three parties: the donor of some assets, 
the trustees who hold the assets and those people eligible to benefit from the charity. 
The governing document is the trust deed or declaration of trust, which comes into 
operation once it is signed by all the trustees. As with the unincorporated association, 
it has no separate legal status and its trustees have liability. 
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A private company limited by guarantee has members who act as guarantors, 
instead of shareholders. The guarantors give an undertaking to contribute a nominal 
amount (typically very small) in the event of the winding up of the company.  
Common uses for companies limited by guarantee include clubs and membership 
organisations and charities (such as Oxfam).  

All charities, irrespective of size, must prepare accruals accounts, although smaller 
ones, in line with small business size rules, may be allowed to prepare their accounts 
on a receipts-and-payments basis.   
 
The on-going legislative requirements, liabilities and accountabilities will vary 
according to the size, type and constitution of the business/organisation. These are 
summarised in the following table. 
 
Type of 
organisation 

Liability of 
owners 

Main 
legislation 
applicable 

Financial 
publication 
requirements 

Audit 
requirements 

Sole trader Personal  None  

Partnerships Jointly and 
personally 

Partnership 
Act 1890 

None  

Limited 
partnerships 

Not liable for 
business 
debts, 
employee 
claims, or 
public liability 

 Annual statement 
must be filed at 
Companies House 

Depending on size 
(small business 
rule) 

Private limited 
companies 

Limited to 
shareholding 

Companies 
Act 2006 

Profit and loss 
accounts and 
balance sheet must 
be made available 
to shareholders at 
annual meeting 
(AGM) 
Annual returns 
must be sent to 
Registrar of 
Companies 

Recognised 
auditors appointed 
at AGM 

Public limited 
companies 

Limited to 
shareholding 

Companies 
Act 2006 

Profit and loss 
accounts and 
balance sheet must 
be made available 
to shareholders 
Annual returns 
must be sent to 
Registrar of 
Companies 

Recognised 
auditors appointed 
at AGM 

Charities  Charities 
Act 2011 

Annual Return and 
accounts must be 
submitted to 
Charity 
Commission where 
income exceeds 
£25,000 

Audit required 
where income 
exceeds £25,000 
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Public sector companies are all funded, directly or indirectly, by public taxes and 
answer in one way or another to Parliament or central government.  
 
The National Audit Office is an independent, non-departmental public body that 
checks and reports on the way central government and public organisations are run.  
It aims to hold government departments and bodies to account for the way they use 
public money, thereby safeguarding the interests of taxpayers. 
 
The Audit Commission performs a similar function at a local level, auditing local 
authorities, NHS bodies, police authorities and other local public services. 
 
Relevant Acts 

 The Partnership Act 1890 

 The Limited Liability Partnerships Act 2000  

 The Limited Liability Partnerships (Application of the Companies Act 2006) 
Regulations 2009  

 Companies Act 2006 

 Charities Act 2011 

 The Income and Corporation Taxes Act 1988 (as amended). 
 


