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Exercise 1 .

Marie Stephens works for a local magazine in Chatsworth. The name of the magazine is Business Today.

different ways in which people can start a new business. Marie went to

A leaflet, which explains the main points. Look at the words that are highlighted in the leaflet. Without using
i phrase is a verb/phrasal verb, a noun/compound noun or an adjective.,

a dictionary decide if each word or
i

Sole Trader

Being a sole trader is the simplest way to set up and run a business and does not involve
paying any registration fees, Keeping records and accounts is straightforward and you keep
all of the profit. But you are personally liable for any debts that your business runs up,
which can make this a risky option for businesses that need a lot of investment. This also
means your home or other assets may be at risk if your business runs into trouble.

Setting up

® You need to register as self-employed with the authority which collects tax
(HM Revenue & Customs).

Running your business
® You make all of the decisions on how to manage your business,

® You use your own money or assets to start the business, or borrow money from a
bank or another lender.

Records and accounts
® You send an annual self-assessment form to HM Revenue & Customs.

The Language of Business Law
( Unit 7A/Foundation

® You must keep records showing your business income and expenses.

Profits
® You will keep all the profit you make.

Tax

® As you are self-employed your profits are taxed as income. You will pay income tax on
this income.

Verb/phrasal verb Noun/compound noun Adjective
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Exercise 1 i

Marie Stephens works for a local magazine in Chatsworth. The name of the magazine is Business Today.

Marie is writing an article about the different ways in which people can start a new business. Marie went to
the local advice centre to get some information about being a sole trader. The advice centre gave her this
} & leaflet, which explains the main points. Look at the words that are highlighted in the leaflet. Without using
| a dictionary decide if each word or phrase is a verb/phrasal verb, a noun/compound noun or an adjective.

Sole Trader

Being a sole trader is the simplest way to set up and run a business and does not involve
paying any registration fees. Keeping records and accounts is straightforward and you keep
all of the profit. But you are personally liable for any debts that your business runs up,
which can make this a risky option for businesses that need a lot of investment. This also
means your home or other assets may be at risk if your business runs into trouble.

Setting up

® You need to register as self-employed with the authority which collects tax
(HM Revenue & Customs).

Running your business
® You make all of the decisions on how to manage your business.

® You use your own money or assets to start the business, or borrow money from a
bank or another lender.

Records and accounts
® You send an annual self-assessment form to HM Revenue & Customes,

M The Language of Business Law
\ Unit 7A/Foundation

® You must keep records showing your business income and expenses,

Profits
® You will keep all the profit you make.

Tax

® As you are self-employed your profits are taxed as income. You will pay income tax on
this income.

Verb/phrasal verb Noun/compound noun Adjective
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Help desk
What do these words mean?

to run a business — 10 have control of.a
business and decide how you manage It.

a self-assessment form —a form that you ol
complete and send to the tax authority. You g(;\l: °
of your financial details and calcuia‘_ce the an?f

of tax that you must pay. You do this yourseil.

to run up a debt — to create a debf[ because ypu
borrowed money or bought something on credit.

risky — a word to describe an activity or action
that is dangerous or that may fail.

Exercise 2

records and accounts — written deta'ﬂg of al»'. |
your business activities, especially the financia |
details of the income and outgoings of the
business.

at risk — this means to he in a situation where 1
something unpleasant may happen.

to run into trouble — 10 experience difficulties
i |
(often financial) that you did not expect.

income tax — the amount of your income that w
you have to pay to the government in tax.

to
i j orrect word from the box
the definitions of the words in Exercise 1. Fill each gap with the ¢

Here are the

complete the definitions.

annual
ts
sole trader liable ass-e e
option register ;
elf-employe
1 investment manage S p
profit
is one of the available choices from several possibilities.
a An
-to- costs of
are the money that you must spend on the day-10 day
b Your
the business. | Ny
N ' i h the aim O
is the amount of money that someone puts into a business wit
is
o ' back.
’ making that business successful and getting more money |
i i ecially
mething means to start something or to create something, esp
S0
d To
a business. ‘ |
i i self
is a person who owns and runs an unregistered business by him
is a
e A
or herself.
i le pay you
means not to have a boss. You organise your owr;] work ::fyziori Ce?\, gf
i ' e mo ;
- d ervices that you provide. You are responsible for paying taxont
for the goods or i |
i i ing a service
is the amount of money you get from selling something pr providing
ot i i iding that service.
e ne, after you deduct the costs of making that thing or providing
to someone,
[ i i xample
re things that you own and which have a financial value, for examp
a
Your : o
" your house, your car or the money that you have in the b
| [ t thing.
for something means that you are legally responsible for tha g
i Tobe
© Global Legal English
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j To as something means to put your name on an official list for a g
particular purpose. o
=
g
k To a business means to have control of how you run that business. E
o
I An event is something that happens once every year., E
Exercise 3

Marie Stephens talks to Eddie Anning, who is a car mechanic. Marie wants some information about

working as a sole trader. Match Marie’s questions with Eddie’s answers to complete the conversation
between Marie and Eddie. The first one is done for you as an example.

How did you finance your business when you set it up? (1)
Is the business profitable? (2)
Did you have to register your business anywhere? (3)
Can you tell me about your background?
Did you get any professional advice from anyone? (4)
What sort of business did you form? (5)

Example: Can you tell me about your background?

| did my apprenticeship with Bugler Cars. An apprenticeship is a period of training. After that | worked

for Bugler for four years to get some experience. Then | decided that | could do the job on my own, so
I set up my own business.

?

I'm a sole trader. | wanted a business that | could manage myself without a lot of complicated ‘
rules and regulations. That’s why | chose to be a sole trader.

" : |

No. | didn’t want to use lawyers or accountants because they cost so much. But | went to the
local advice centre and they gave me some help at the beginning.

c ?
No. But | had to tell the tax authorities what | was doing, of course. | have to send them an
annual self-assessment form,

d ?
I'invested all of my savings and | took out a loan from the bank,

= ?

The first year was really hard. | ran up a big overdraft because | had to pay the rent and other expenses.

I didn’t get much work in the first year. But | continued with it and things got better during the second
year. This is my third year and finally my income is more than my expenses.
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PARTNERSHIPS

Exercise 1

r magazine article. She found an Intemet site

Exercise 3

Marie went to visit a lawyer who specialises in setting up partnerships. The lawyer explained a little more

about partnerships. The most important words are in the key vocabulary below. Read the text and answer
i ips in he
Marie Stephens wants to write about partnerships in h

Unit 7A/Foundation

f B

Read the information that Marie

'\ Advantages of partnerships:

l‘ @ Two or more people can set up (*

‘I @ This means that you may have more money

ible
l\ @ Partnerships are easy to set up and flexib

‘ @ Partners share the risks, costs and respons

‘ Disadvantages of partnerships:

| ® Problems can occur when there are

| offor the debts of the business.
i

@ Partners have unlimited liability (d) t
‘ o Partners have joint and several liability (€

\ Our advice:

I should use a solicitor to do this.

‘ Lo e W s

Answers

a____————_—_-

Example (¥) in

Exercise 2 _

Match each of the following questions
What does to invest mean? (1)
What does fiexible mean? (2)

What does a dispute mean? (3)

a Itisanother word that means a disagreement.

b It means to write. Another verb that lawyers
often use is to draft.

¢ This means there is no restriction to your
responsibility. You might lose your home or

other personal assets if things go wrong.

d ltmeans that something can change. easily
to adapt to different situations. Not fixed.

242

has printed out and decide in each case whic
i inning (*).
from the two possibilities. There is an example at the begin %

disputes (€) petween/to partners.

) for/with the partnership debts. ;

i rtnership agr
| ® It's a good idea 10 draw up @ wrlttgn pad it
I the partners will run the partnership and no

h is the correct preposition

http://\NorkforYourself.com/partnerships/html ‘%

) with/in busin€ss together.

to invest (@) in/for the business.

to run.
ibilities (b) to/of running a business.

eement, which clearly states how i
rtners will share the profits. You

with the correct answer.

What does unlimited liability mean? (4)
What does joint and several liability mean? (5)

What does to draw up mean? (B)

e Itmeans to put money into a business,
pecause you hope that you will get more
money back in the future.

§  This means that partners are responsible both
individually and together as a Ag,roup. ina
situation where the partnership owes money
to someone, that person can demand )
repayment of all that money from any ofi e
partners individually, or he or she can as
each partner to pay a part of that money.

© Global Legal English

the questions that follow using a full sentence.

Key vocabulary

trade under loss management notice period
capital proportion retire expel
contribute drawings resign dissolved

‘My name is Francesca Rodd and | draw up lots of
partnership agreements for new businesses. It's not
compulsory to have a partnership agreement but |
always advise my clients to have one. | meet my
clients and | ask them lots of questions about the
partnership. First | need information about the
partners and what name the partnership will trade
under. That means the name that the partnership
will use for its business. | also need details of the
capital of the partnership. The capital is all the
money, property and assets that the partnership
has. Each partner has to decide how much money
he or she is going to contribute to the partnership.
Contribute means the same as invest.

Then | ask my clients about the profits of the
partnership. Often the partners share the profits of
the partnership equally, but sometimes partners get
different shares of the profits depending on how
much of the capital they contributed or how much
work they do in the partnership. If the partnership
makes a loss, which is the opposite of a profit, the
losses are usually divided in the same proportion
as the profits. Also, | need to know what amount of
drawings each partner can have. Drawings is an
advance payment of a partner’s share of the profits.
Each partner usually takes, or to use the correct
term ‘draws’, this money out of the partnership bank
account for his or her own use each month, rather
than having to wait until the end of the year before
receiving a share of the profits.

a

| have to know about the duties of each partner
and any special responsibilities they have. | also
ask about the management of the business, which
is the way the partnership is run on a day-to-day
basis. Partners must decide who has the authority
to sign cheques for the partnership, pay bills, buy
things for the partnership, etc.

My clients and | also talk about what will happen
when partners leave the partnership, either because
they retire or resign. In general, retirement is when
a partner leaves the partnership because he or she
reaches a certain age, for example 65 years old.
Resignation is when a partner decides to leave for
some other reason. The partners must decide on
the notice period for resignation, in other words
how many weeks’ or months’ warning a partner has
to give to the other partners before he or she
actually leaves the partnership.

| know it's horrible to think about things going
wrong, but partners have to think about the reasons
to expel a partner. To expel someone means to
force that person to leave the partnership because
he or she has done something really bad. Last, it's
sensible to state the circumstances in which the
partnership can be dissolved, or in other words, the
partnership can end. Having a partnership
agreement helps the partners to think carefully
about the partnership from the beginning.’

If people want to set up a partnership, what does Francesca Rodd advise them to have?

b What does to contribute money to the partnership mean?

¢ How do partners usually divide losses?

© Global Legal English
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i
H ften rt m n rinershi ank a count for their own Use’
Ily draw money out of the pa ership b C ?
I d ow Ofe do pa ners usually

e

i in. One is retirement. What is
tions two ways that a partner can voluntarily leave the partnership
e Francesca mentio

the other?

Unit 7A/Foundation

I

il £ What is a notice period?

- —
L e s

g What does 10 expel someone mean?

i ?
h What does to dissolve a partnership mean:

Exercise 4

or false.
Read the text again and decide if these statements are true

True False
Every partnership must have a partnership agreement.
a
True False
i of
b Al of the partners always have 10 contribute the same amount
money to set up the partnership. —
i True
The partners usually share losses in the same proportion as they
c
receive the profits. - —
i nt r
The partners should decide who is responsible for the manageme
d e
of the partnersh'lp. : —
rue
ire i same thing as resign.
e Retireisthe s -

§f Expelis the same thing as resign.

6] p

month as .
a The partners agreed that they can each take out £600 every

i £5000 and Mrs
b When they set up the partnership, Mr Hicks decided 10

Pearson agreed 10 invest £3500.

de a
ip di orm well last year. [t ma

d your accounts and you will see that the partnership did not perf

¢ | prepare

of £15,000.

[

i from
My birthday is in September and 1 will be 65 years old. 1 will then
e

the partnership.

©® Global Legal English
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f One of the partners often takes cocaine and other illegal drugs. This is a breach of the partnership

agreement and provides clear grounds for the other partners to him from
the partnership.

g | must tell my partners that | want to from the partnership. | went on holiday
to Spain and met a man | wish to marry. | will move to Spain and join him in his business.

h The total of the partnership is £405,000.

i Each partner has definite duties. For example, | am responsible for the computer system and Mr Brown

is the partner responsible for the day-to-day of the business.

j The business was unsuccessful and the partners the partnership last year.

k The partnership will the name of Fast Flowers.

I As each partner contributed different amounts of money to the business, the partners agreed to share

the profits in the same as the amounts that they invested.

Exercise 6

It is possible to have different types of partner. Look at the definitions of three types of partner below. The

letters of the words that match each definition are mixed up. Put the letters in the correct order to spell the
words. The first letter of each word is there for you.

a A partner who receives a share of the partnership profits and has the right to take part in the
management of the partnership.

An E (TIQUEY) partner

b A partner who receives a fixed amount of money each year, called a salary, paid in monthly
instalments. This partner does not receive any more of the profits.

AS (DRASALIE) partner

¢ A partner who contributes capital to the partnership but does not take part in the management of the
business. He or she receives a share of the partnership profits. This partner is aiso known as a dormant
partner or a silent partner.

AS (GEESPILN) partner

Exercise 7
For each for the following people, decide which type of partner he or she is.

a Sarah: ‘I'ma partner. | specialise in employment law. The law firm offered me this

position as this is the area of law that the firm wants to develop, but they want to see how good my
work really is. I'm happy with that as I'm earning good money each month.’

b Ken:'lama

partner. | do not work full-time or make decisions for the partnership,

but | expect to receive a large share of the profits. This is because | contributed most of the capital
when we started this law firm.’

¢ Bovin: ‘l am an

partner. | set up the partnership with two other people. We have
full control of the management of the business and we share all the profits of the business.’

© Global Legal English 245
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A PARTNERSHIP AGREEMENT

g p . p e t.

Drawings

Names of partners

Cheque signing arrangements
Partnership name

' f partners period of notice for resignation
Capital contribution O p

Retirement age
Share of profits/losses

Exercise 1 .
that Fra .
re some of the questions ity
Thessiijn put the words in the correct place to complete g
gue 3

issi elow each
ncesca asks her clients. The missing words are b

]
] BF e partners:
-
a et o W " e S full
I
under?
TR
_———‘—_— -

b Whatname _______——— o e the partnership

ners p {

cHow_ =

much partner capital to

2
— profits or the

thepartners ________— ——
dHow

losses the will share

he?
each partner's e e

much monthly will drawings

eHow =

I

partnership cheques?

- —

will sign to authority

notice for resignation he?
[

O
gHow ____ ——F—

ill
period long the w

S
S
hwWhat  the ——

irement
. age retire
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Exercise 2

Francesca meets two new clients who want to set up a partnership. Read what they say and then
complete Francesca’s checklist below.

‘I'm Samantha Sully and this is my friend Kate Mace. We're both beauty therapists. We went to
college together in Shoredon and worked together at Faces Beauty Salon, so we know each other
well. We want to set up our own beauty salon in Chatsworth, called Revitalise. We want to make a
lot of money and give up work when we are 55. Of course, | suppose one of us may meet the man
of our dreams and go to live in Australia, so we may need to leave the partnership before we reach
our retirement age — you never know! We agree that it's OK to leave the partnership if you tell the
other partner three months in advance. We'll share everything 50:50. We'll both put £2500 in the
partnership so we can buy some equipment but we don't need much more than that. We each
want to be able to take £500 each month from the partnership account. Either of us can sign

cheques, otherwise it will be difficult if one of us is away on holiday when we have to pay a bill.’

Checklist for a new partnership

a Names of partners:

b Partnership name:

¢ Capital contribution of each partner:

d Share of profits/losses:

(1]

Drawings:

-

Cheque signing arrangements:

Period of notice for resignation:

= o

Retirement age:

Help desk
What do these words mean?

a beauty therapist — a person who is qualified

50:50 — equally, half for each person.
to do beauty work, usually in a salon.

otherwise — if not. This word is often used
when there will be a bad result if something

happens, or you do not do something. ‘Go now,
otherwise you will miss your train.

‘ give up - to stop doing something.

put in — contribute, invest.

© Global Legal English 247
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LIMITED LIABILITY PARTNERSHIPS

Exercise 1
Marie Stephens then talked to Francesca Rodd

Hedgsons law firm is a partnership. Read what

ion from
vocabulary below. Put the correct word or expression

Key vocabulary

limited liability legal entity

personal assets member

‘Hedgsons law firm is a partnership, but itis crillr;fcrarent
from the partnership that | told )fou_ abm,ft E?rt .
our law firm is what is called a ||m|ted.||a i |hy
partnership. In a traditional partnership eac i’
partner has unlimited liability for the pa@ne;s t?s -
debts. But in a limited liability partnership tha
true. As the name suggests, the partner§ have ot
limited liability for the debts of the busm?ss. il
means that if the partnership owes @ 'I.Ot 0 mhoVe '
someone but cannot pay, a partner will not | naOther
use his or her own money 1o pay that debt. N
words, a partner's personal assets are no aowns.
personal assets are the things that somecmethat h;;
for example, a car, 2 house, and t.he _money iy
or she has in the bank. A limited.hablhty partndEbts
uses the capital of the partnership 10 pay the
of the partnership.

When people want to setupa li.mitgd liability wl
partnership, they must register |; \;lctz ﬁ:qrit(;e;nuab”ty
i ompanies. The nam ;

rp()aag:tsr:gs?i: muit end with the _abbn.avia‘t.]on LLP.
When someone registers a Ilmlted liability
partnership, it becomes wha.t is known ast ?rr:e
incorporated business. This means tha e s
business is registered in its own namg anl ”

own legal personality. We say tha.t ltlv's, a ergtnersmp
entity. In other words, a limited liability pa

is a legal person.

a My name is Grace Harmen. | am a partne

I S

b |own ahouse, acar, and

S

¢ If things go wrong with the partnership, | won't lo

the protection of .

d A limited liability partnership is an

j d if
about Francesca’s law firm, Hedgsons. Marie alsk::he -
Francesca says. The most important words are In

the key vocabulary into the sentences that follow.

limited liability
partnership

incorporated
business

A limited liability partnership.h?;rt]?ai;ipgbgi e

i ial details and certain in .
ggar‘tl(;rs to the registry of compames. Anyogﬁi;;z:ny
look at this information. In this Way.f g ||m||te
partnership is different from a tradltlo‘n.a |,
partnership. Information about a tltadlt|0ﬂat .
partnership is secret, but informatlor? apo; i
limited liability partnership is not. A limite ;
partnership must also follow more ru\e; an
regulations than a traditional partnersnip.

. ; o
A limited liability partnership |§ taxed in thrtta Zerxr'rcl)r
way as a traditional partnership. Each partn t, o
member as We call them, must pay income a

his or her share of the profits.

i f
A limited liability partnership usually h?ts :r:re:izd o
i ich is similar to the parin
artnership, which is simi :
zgreement in a traditional partnership. The :fi?
i ins details of the amou
artnership contains | :
C::c?ney that each member will contribute to the
partnership, each member’s duties .and what
happens if a partner leaves the business.

A limited liability partnership is becoming a plc‘;px:;
choice in situations where two or‘more .peop

to set up a business together. This business oy
structure is very popular at the momen‘E, esp

with people who set up a new law firm.

¢ of Finneson & Edge LLP. LLP is the abbreviation for

W y

se any of my own money or pelongings because | have

_Its name appears on the central

e
' erson.
register of companies and it exists as a separate legal p

me for this is a ;
e A limited liability partnership is a legal person. Another na

i i lled a
£ In alimited liability partnership, a partner is also ca

248
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of the partnership.

Exercise 2

Complete the following sentences with the correct preposition. You can find the prepositions in Exercise 1.

a The members have limited liability

b If you have limited liability, it means that your personal assets are not

¢ Every year the partnership has to supply financial details

d | have to pay income tax

e Inmany ways a limited liability partnership is similar

f The members each contributed £6000

COMPANIES

Exercise 1

the debts of the business.

risk.

my share of the profits of the business.

a traditional partnership.

the partnership.

Marie Stephens wants some information about companies. She went to a seminar at a law firm called
Taylor Wallis. A solicitor called Greg Harrison is talking about companies. Read what Greg says. The most

important words are in the key vocabulary below. Complete the definitions of the words contained in the
key vocabulary by matching the first half of each sentence with the correct ending.

Key vocabulary

incorporate shareholders
founders hold
members

share

‘When a person starts a new company, he or she
must be very careful to comply with the rules. When
lawyers talk about setting up a new company they
use the expression ‘to incorporate a company’. That
means to set up and register a new company in the
proper way. If you want to incorporate a company in
England, you must register the company with
Companies House, which is the central registry of
companies. You cannot start to trade in the
company’s name until the company appears on the
official register of companies. Every company has its
own file at Companies House and anyone can look at
the file to find out information about the company.

The people who set up a company are often called
the founders of the company. When the founders
set up a company and register it with Companies
House, the company is known as an incorporated
business. This means that the company has its own
separate legal personality. Another name that
means the same as legal personality is ‘legal
entity’. Sole traders and traditional partnerships are
unincorporated businesses and do not have their
own legal personality. If someone wants to sue a
company, perhaps because it did not fulfil its

© Global Legal English

share capital

invest
nominal value return
issue dividend

obligations, the claimant names the company as
the defendant, because a company is a legal entity.
On the other hand, if someone wants to sue a sole

trader, the claimant names the owner of the
business as the defendant.

The owners of a company are called the members.
Another name for members is shareholders.
Shareholders can be people or companies. They
own, or ‘hold’ a share or shares in the company. A
share is a part of the company's share capital.
When we talk about share capital, we mean the
amount and value of shares that the members
hold. Let’s say that a company has a share capital
of £1000 and that this is divided into 1000 shares.
In this example, each share has the value of £1.
We call this the nominal value of each share. All
the shares in a particular company have the same
nominal value. When the founders set up a

company, they decide upon the nominal value of
the shares for that company.

When someone buys shares in a company, the
company will issue the shares to him or her. To
issue a share means to officially give that share to

continued

249

the central registry of companies.
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a person and register his or her name in the
company’s register of shareholders. The
shareholder receives a share certificate from the
company giving details of the share or shares that

he or she owns.

Why do people want to invest their money in a
company and buy shares? The answer is that they
hope o get some money hack in return for allowing
the company to use their money. We call this ‘a
return on an investment’. If the company performs
well during a year and makes a profit, then the
company may decide to pay a part of that profit to

a To incorporate a business means...
b The founders of a company are...
¢ The members are...

d The shareholders are...

the shareholders. This payment is called a
dividend. If the company performs badly and
makes a loss, the company will not pay a dividend
1o its shareholders.

If a company does really badly and becomes
insolvent, that company may have to stop trading.
But the shareholders will not have to pay the debts
of the company, because the shareholders have
the protection of limited liability. This means the
shareholders may lose the money that they
invested in the company, but their personal assets
are not at risk.’

__.to own a share. (1)

...the people or companies which own shares in
the company. (2)

...a payment of the company’s profits to its
shareholders. (3)

...the people who create the company. (4)

Answer:

d Whati
hat is another name for a legal personality?

Answer;

e W
hat are the people called who own a company?

Answer:

f Whatis a dividend?

Answer;

g

Answer:

_y.

Exercise 3

Decide i q
cide if the following statements are true or false

uoijepuno4 /¥e nup

| A dividend is... ...the fixed value of each share. (12)

Exercise 2

Read what Greg Harrison says again and answer the following questions using a full sentence.

a What does to incorporate a company mean?
Answer:

b Where are all companies in England registered?

Answer:

© Global Legal English
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! I
‘ { ...to put money into a company by buying shares in
| e Ashareis... the company. (5) a All of the informati
‘ i @ to the publi ion about a company at Companies Ho ' i
i __the same as the members. They are the Owners Ic. use is available True False
| I f To hold a share means... of the company. (6)
.‘ | | o b Each company has its own legal pe ;
h t o set up the business and register it as a personality. 2
[l g Share capital refers to... company. (7 ¢ A traditi rue False
M || \ pany. (7) ditional partnership is a legal entity.
__to officially give that share 10 someone so that he Tr
I ; : d Ifyou ue False
| || | h The nominal value of a share is... or she becomes the owner of that share. (8) thi de;\;anr:jt tOtSue a company, you must name the sharehold
|| ants. eholders as
| M . To issue a share {0 someone means __.the value of shares that the shareholders Inje False
l ‘ “I own. (9) € Acompany issues share certificates to its memb
{1111 embers.
i ; ; - one of the equal parts of the company’s True
|l j Toinvest moneyina company means... e f  Shareholders ; (5 False
" \ | capital. (10) always receive a dividend each year,
| ER _ True
}' | k A return on an investment is... ___the money that someone receives from their et g
| investment. (11) " Help desk —_— .

What do these words mean?

to comply with - t
— to foll
to abide by. ow (the rules), to obey, to name someone - to write th '
; - rite that pe '
to trade - to d . company’s name on a document peenser |
0 do business with another person : |

or com r |
- become insolvent - to be unable to pay your |

| debts at the time when you must pay them ‘
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PUBLIC AND PRIVATE LIMITED COMPANIES

i g

Ll =

\ < Exercise 4 )

i 2 Greg Harrison NOW talks in more detail about the different sorts of share values and share capital values. ?ef'clse 1 _

\‘l - Read what Greg says and match each of the questions in the blue pox with the correct answer below. th:r "/‘Eeifsf;fehe?’s wants to include some information about ¢ 'E

‘ = ) of law firm, Ta . . ompanies in he ; ; =

\||‘ N 5 4When you set up a gompany, you decide on what the value of the shares that the company has issued . and public limited Compan)f/g;r ?fﬂfs. She-; prints off the following ’.”fofmat,:oz ngazme' articte. She looks at P

\| | the nominal value of each share is. The nominal to shareholders. The issued sharé capital and any | Ifsrmation ahd dedide if the S X te most important words are in the key vocabaufout g rivate limited companies s

atements that follow ar ary below. Read =
e true or false the E
2 =

authorised share capital are expressed in the

nominal value of the shares, and not the actual value

of those shares. Let's say that a company has an | . .
private limi

issued share capital of £1000. There are 1000 imited company

shares, each having a value of £1. Now let's say that

the company issues 500 of these shares. In this o

.|‘ L value is a fixed price that doesn’t change. The

| nominal value is the minimum price for which the

| company can sell the share when it first issues that

l "l , share. The nominal value has two other names.

Hl These are the par value and the face value. All three
|

Key vocabulary

. stoc

public limited company Singlkbmker
e-member compan
y

| names have the same meaning.

;l. \I | ; case, the nominal value of each shareé is £1 and the

} ||; . i cqmpany |ncorp0r§ted before Octc;ber 2009 il issued share capital is £500. | want to buy some - B
| \' ' decadgd b the.maxlmum a“.“"“”t ° st_xare capuall shares in the company. | pay £5 for each of my

l‘." \l‘l ‘I} re:uirer.nent for ar[::y company incorporated on of the actual amount that | pay o £5. Thi8 18 oallgd thg There are several diff -

ﬂ ‘IL H after 1 October 2009 market v.alu.e of the share. The. market value in this private limited ¢ erent types of company in England, but th

(N ’ example is higner than the nominal value. The P ompany and the public limited coml;an e most common are the

i‘l Llw ‘: When a company s incorporated it issues shares 10 diﬁefence between the market va_lue and the with ‘plc. Thiz rtra]nd with “Itd’ or ‘limited’ and a public Iimiteg ;3The nam,e of a private limited

(N the first shareholders. These shareholders are called nominal value is called the premium. Inthis ibiEET eans that when you look at a company’ GMpAny's name mustend

il example, the premium i £4. ype of company it is. pany’s name you can see immediately

subscribers. The company can then issue more

shares at a later date. The issued share capital is A private limited company cannot offer shares in th
es in the company to m
embers of the publi
c, but

y [

What is the market value? (1) allow people to trade |
e in shares of private limi
: 5 ) imited ¢ i
What is the nominal value? (2) What is issued share capital? (5) A private limited company can ha ompanies through a stockbroker. A
common to hav : an have any number of sharehold e 1
What is the premium? (3) HE Sharehojdere fhprlvate limited company with just one Sha;rs;)l:OWever, it is very ‘
, the company is called a si er. If a company has |
CONTINENY MUSt have & i a single-member com ‘ y has just :
o a minimum of t pany. A public limited -
big difference bet wo shareholders, but N 1
| ; ween the two types o ers, but usually has a lot more. Ano i
a This is the amount of money that someone d This is the value of shares, expressed N companies must have in order to?ncorfgfmpany IS IETAMpUIt b shate capialthat IQer h
must pay to the company when he or she nominal terms, that the company has private limited company with a very stII L rt-:'gistere
buys a share. actually issued to its shareholders. ;infeglster a public limited company it mUStTwc;unt of share capital, maybe only £1 How:ver
ount is decided b ve a substantial am o !
y law. At the moment the minimum amount rt:quﬁ ?:if 'Sh?_re coptal This
ired is £50,000.

e Thisisthe value that the people who set up
the company decided to fix for all of the — = -
shares of the company. It is easier to ———
understand if you think of it as the official

b  Thisisthe amount of money that someone
pays in excess of the nominal value.

¢ Thisisthe maximum total value of shares,

expressed in nominal terms, that the value, not the actual value. a There an
_ . : e only t ’
company is allowed 10 ISSU€- y two types of company in England.
b A compan i True Fals
; y which has the na S
e e - - flimited company. me of Lexton Metals Ltd is a private -
rue False
Exercise 5 C i
;s . stockb
Kevin Hooper buys some shares in a compary called Onephone pic. The share certificate says that the Bohalf Ofrch]rer buys and sells shares in private limited compani
shares are £1 each. Kevin pays £4 for each share to Onephone plc. Complete the following sentences by s or her clients. il True False
writing the correct figure in each gap- :
g g gap d A single-member company has just one shareh
areholder.
a The market value of each share is o e
USRS e A public limited company can be a sing| True False
e-member compan
b The nominal value of each share is F A oy v True F
atﬁ:bh? limited company must have a share capital 2
e time when someone registers it pital of at least £50,000 True i
: se

¢ The premium on each share is

© Global Legal English © Global Legal English
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‘ Exercise 3
| Help desk

Greg is writing to Mr Patel. Put the parts of the letter in the right order by writing your answers in the boxes
numbered 2-10 below. There is an example at the beginning, which is the start of the letter.
ords mean? - and sell.

. What do these W tly to trade — to do buSINESS, o buy

_ al, happens frequently.
'~ common usuai,

Unit 7A/Foundation

| ‘
I‘

1 Taylor Wallis ]
registered company. ‘. ‘, 2 Main Street ]
i i ‘ Chatsworth
| | in the company. substantial — significant, large- | | CH1 2FH r
" | deal - to trade, to buy and sell. PSS e o
| ‘, to e e Mr R Patel 16 March 20XX
L e = 2 Cherryholt Road
e mmEee e Chatsworth
[ CH3 6GH
- ; ts ‘
-, Wallis. Mr Patel wan
R Mr Patel telephoned Greg Harrison, the solicitor from Taylor
: a
A new client named Mr

Ref: GH 408RP

i Patel left
in his office and so Mr
| s Lot following notes.
i i new business. HOWever, o ade B4
g il u\f/ﬁ?en Greg returned he listened to the mefssafS R setkie e ‘
i o ur knowledge of the different types of busing
d from Yo
Read the notes an
Mr Patel can choose to set up.

(a) Setting up as a sole trader is certainly the easiest type of business. A sole trader is self-

employed and this type of business does not have to be registered or comply with
complicated rules, other than the obligation to pay tax.

(b) I look forward to hearing from you.
e
Telephone attendance:
Date: 16 March 20XX .
Name: Raj Patel (RP) 3 6GH | New computer consultancy business
Address: 2 Cherryholt Road, Chatsworth, CH
Telephone: 0771 669624

Mobile: 047987 5463471

(¢) l understand from this message that you wish to set up a business which supplies

computers and software to small businesses and you would like some advice on what is
the most appropriate structure for this new business.

(d) Dear Mr Patel

(e) Therefore, in view of the fact that you are investing a substantial amount of money into
the business, and more particularly that you wish your personal assets to be as safe as

possible, | think the best option is for you to incorporate a private limited company. Your
brother will be able to join the company at a later date.
; ill probabl . : . . o
Details ent RP is working alone, but his brother will p;d 4 (f) However, the main disadvantage is that as a sole trader you will have unlimited liability
RP wants to setup a business. At tr_le WO”:he future. The business supplies compute‘;spa'mj‘S — for all the debts of the business if it does not succeed in the way in which you hope. This
want to join the business at some ime ) the businesses on operating the SVStemij Jering means that you may have to sell your personal assets to pay the debts of the business.
i 5 and advises ke sure thatire
softfare & srmal bu?wneziziness RP owns his house€, but wanti to n;iildren
artine : . : s three g

s tr?eS:ViH not lose the house. RP 1S married and ha
goes Wrong,

telephone me to arrange a convenient time to meet.

(h) Thank you for your telephone message regarding the formation of a new business.
(i) Yours sincerely

Yes No
a Sole trader

Yes No
p Partnership

Greg Harrison

Yes No () As you are the only person involved in the business at present, there are two options
; available to you. One is to operate as a sole trader and the other is to incorporate a
¢ Limited liability partnership Yor No private limited company. Let me give you a little more detail about each option.
d Private limited compa Yes No L _ -
ic limited company e i . .-
e % Robll: ) @ 3) @ G |
: RP should set up. B o o - =
) ) u the answer to what type of business i— e S — e T — =
The next exercise gives YO (6) JLm (8) | ©) ‘ sy |
\ le ; © Global Legal English © Global Legal English
|
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INCORPORA‘I’ING A COMPANY o W wEE &
start tradin i .
company. g as quickly as possible so we decided to buy an

——

Exercise 1
Marie Stephens is finishing her magazine article. She wants to know how to set up a company. She found
the following information about this on Taylor Wallis's website. The most important phrases are in the key

vocabulary below. Put the correct phrases from the key vocabulary into the sentences on the next page.

Unit 7A/Foundation

¢ Thisis the company’s |

It Key vocabulary company is Yo -

\I , _ Y is properly set up and can trade in th u must keep it safe as this shows th

memorandum of association off-the-shelf company i T € company’s name. at the
e

annual return certificate of incorporation s ——— r——— is one of th
ontains the names of the subs & documents that every company has. This d
: ocument

t t yl y

-
| www. taylorwallis.co.uk/new companies that the company sent to Companies House

== — = =

| Incorporating a company |
There are two very important documents that every company has. These are the memorandum of

| association and the articles of association. The memorandum of association is a short

‘ document which contains the names of the first people who wish to become shareholders of the
company. They are called the subscribers. When they sign the memorandum the subscribers
confirm that they wish to form the company and agree to 1ake at least one share each. The articles
| of association contain the internal rules that the company and its shareholders must follow.
| These rules include, for example, notice periods for holding company meetings and procedures
\ for selling company shares. The articles of association is a long and complicated document.

What do these words mean?

to submit - to
) present, to send o :
~ Something (usually a document orr Spgo""de balance sheet - a statem
| information) that is r Sl me financial position on a certaei:tdofta company’s
’ ate. It shows the

: assets of the s

. C .

profit and loss account - this document sho Ompany and its liabilities (debts)
ws '

the income and c i
expenses of the busi orporation tax — when
usually for the peri usiness, P a company makes
‘ eriod of one year profit, the company has t a
. 0 pay part of that profi
profit

| If you want to setup a company, you may choose to incorporate a completely new company.
1o the government |
nt in tax,

\ You need to draft the memorandum and articles of association for your company. You should

|‘ ask your solicitor to do this. He or she will probably use a standard document as a model and

| then make any changes 10 the model that are necessary for your company. Your solicitor will

| file the memorandum and articles of association at Companies House, together with the other
‘ necessary documents. You must then wait until Companies House issues a certificate of

es: i
sential - fundamental, necessary

|‘ incorporation. When you receive this certificate, which proves that the company is properly Exercise 2 e

' registered, your company can then start to trade under the company name. Jumbled words. The in -
' . Cor -

\ Look at the expl poration documents of a com

anations bel pany always contai L
Put the letters in ow. The letters of the words tha ntain the following information.

‘ Your other option is to buy an off-the-shelf company from a company formation agent. A o0
e correct order to spell the words, The ﬁrt match each explanation are mixed up

| company formation agent is a person or company which incorporates new companies and

1 : oy st lette )

| then sells each company to people v.vho.want to buy one. You can think of an off-the-shelf a The title of the com r of each word is there for you.

\ company as an empty company, which is set up and ready to trade. An off-the-shelf pany. C N

l\ company is also called a shelf company. b THe plEce whe (ANYPCOM MENA)

| re people will send -

\ With an off-the-shelf company, the company formation agent filed the memorandum and legal seat of the company. R all official letters and legal notices to. Lots of ;

' articles of association when he or she incorporated the company. The company has a (0 people think of it as the

(RISTREEDGE
c | COFF
A declaration by the first shareholders to sa i

I certificate of incorporation and so it can start trading under the company name immediately.
requirements of Compani y that the registrati
panies Act 2006. § gistration of the company complies wi
. mplies with the

| After the company is registered, it has its own file at Companies House. Every year the i M
‘I company has 1o send a document called an annual return to Companies House. This HENTETATSIF ANCEILPCOM) o c
‘| gives up-to-date information about the company including details of its share capital and d The nominal value of th
‘I shareholders. The company also has to submit its financial accounts 10 Companies House. * (HERAS PITCALA) e shares that the company has issued. S
1 It has to send a profit and loss account and a balance sheet. These two documents give i ) c
|‘ information on whether the company is making a profit or a loss. If a company makes a e The first sharehold
| profit, it must pay corporation fax on that profit. All of the information at Companies House ers of the company. §
(SCRIBSUBERS)

‘ < available to the public, so anyone can see it

| For more details contact Greg Harrison at gharrison@rayfom/ams.co.uk
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Unit 7A/Foundation

Exercise 3 ' .
put the correct word or expression from Exe

2 into the sentences below.

' lled
e taking the first shares in Herlink Ltd. They are calle

ar
a Rose Ferries and Sara Bell are the people who

the .

i ny at the
arsons Ltd. | will serve the claim form on the compa y

p | wanttoissue a claim against Pe
company's
and the address of

o ople.
’ on all invoices that the company sends to peop

the company’s registered office must appear

s
0

UNIT 7A VOCABULARY CHECK

These are the important words that you have
studied in Unit 7A. You should make sure that
you know these words before you go on to
Unit 7B.

annual

annual return

articles of association
assets

at risk

authorised share capital

balance sheet

capital

certificate of incorporation
contribute

corporation tax

dispute
dissolved
dividend
dormant partner
draw

draw up
drawings

equity partner
expel
expenses

flexible
founder

income tax
incorporate
incorporated business
invest

investment

issue

market value
member

memorandum of association

nominal value
notice period

off-the-shelf company
option

partner

partnership

personal assets
premium

private limited company
profit

profit and loss account
proportion

public limited company

records and accounts
register

registered office
resign

retire

return

risky

rules and regulations
run a business

run into trouble

run up a debt

salaried partner
self-assessment form
self-employed

set up

share

share capital
shareholder
single-member company
sleeping partner

uonepunoy/yz yun

issued share capital sole trader
‘ ‘ joint and several liability stockbroker
; ) submit
il legal entity i
‘ . subscriber
legal personality _
) substantial
| liable
H (i limited liability trade
\; limited liability partnership trade under
\1 loss unlimited liability
\' manage
‘, management
|
i ! © Global Legal English © Global Legal English 259
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ICE
TOLES FOUNDATION EXAM PRACT

Exercise 1
Look at this list of words. They are

answers in the boxes numbered 1-

Unit 7A/Foundation

(F) stockbroker () partner

(c) profit
(D) dividend
(E) drawings

(AA) office
(A) assets
(B) subscribers

(G) capital () liability

(H) shareholders

. which is the company’s ‘legal seal’.

() Every company has a registered (x)

i r business.
der has unlimited (1) for the debts of his of he
1 A sole trader nas

pany. They can be individual people of other
com !

The (2) of a company are the oOwners of the
2 e

companies.

siness is to make a (3)

3 The aim of every commercial bu

t 1es.

in differe
4 | own a lot of shares In d o bes o A

shares myself. | prefer to use t

i i siness
ot an incorporated business. Sara I1s my bu

. &
5 SaraJones and | are in business together. ltis

)

for people who move to the UK, but

i ices
any that provides translation service e P o

h. The company doesn’t have many (6)
and cash at the bank.

6 Translate Ltd is @ small com.p
who don't speak much Englis

i Ks,
. " a salary but they are each allowed to

not receive rd for this money

- rs do
a partnership. The e for personal use. The formal wo

iffiths is :
it i from the partnership account

take £500 each month
is (7)

' he company
ery well this year. e
\ders are delighted pbecause the company perfgr:rTjrc‘iev ry
areholder ] .
° Ziisgnced that it will pay the shareholders a (8)

at the
5 the total nominal value of the shares th

any i
9 The issued share 9 of a company
shareholders own.

(10)

any is the
10 The formal name for the first shareholders of a company

1@

I
| () AA e @

A I L S
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Exercise 2

Look at the groups of words below. In each group,
there is one word that does not belong. Put a circl

more than one answer for each sentence. There is an example at the beginning ().

three of the words belong to the same subject area but
€ around the word that is the odd one out. Do not circle

(%) A retire B resign C(join D expel

(1) A setup B start C form D dissolve

(2) A sleeping B shareholder C equity D salaried

(3) A capital B sole trader C partnership D company

4) A market value B premium C asset D nominal value

(5) A issued B joint and several € unlimited D limited
Exercise 3

Look at the following article. Read it and decide if the statements under it are true or false. Write your
answers in the box below. There is an example at the beginning ().

Tom is a director of a private limited company called Fixit Ltd. He is the sole shareholder of that company.

Tom incorporated his company in April 2009. The company has an authorised share capital of £1000.
Each share has a nominal value of £1. Tom owns 50 shares. The rest of the shares are unissued. Tom

qualified as an accountant six years ago. He worked for a big firm of accountants as an auditor. Then he

decided to start up his own business. Fixit Ltd provides a consultancy service for other businesses. Tom
advises businesses on the best way to operate their accounts s
advice about tax.

Fixit Ltd is a successful company which has a lot of clients. Tom lives in Birmingham but he spends a lot
time at his clients’ offices. Most of his clients are based in London.

Example

(*) Fixit Ltd is a public limited company.

1 Fixit Ltd is a single-member company.

2 The issued share capital of Fixit Ltd is £1000.
3 Tom is a qualified accountant.

4 Fixit Ltd collects tax from other businesses.

5 Tom spends a lot of his time in London.

.‘ (x) FALSE | (1) J_(Q)

© Global Legal English

ystems. He also gives businesses a lot of
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