
LEGAL ENTITIES

 A limited company is a separate legal entity from its owners, therefore the 
company’s finances are separate to your personal finances. 

Your ownership of the company is recognised by your ownership of shares. 
If you form a limited company, there are more reporting and management 
responsibilities. Many companies will enlist a professional eg. an account to 
help with these responsibilities.
 
If you also work for your company, you are both the owner (as shareholder)  
and an employee (eg as director or CEO).

Now put your knowledge to the test

Building your business from the ground up!

Limited company 

If you’re a sole trader, you run your 
own business as an individual and 
are self-employed. This means 
you’re personally responsible for 
your business and any losses it 
makes.

Any profits generated are 
automatically yours, but if your 
company has any debts then you 
are legally liable to pay them.

Sole trader

A partnership is an extension of being 
a sole trader and is when a group of 
two or more people come together 
to own a business. The partners will 
agree to share the joint profits in  
pre-determined percentages. 

As with sole traders, the partners 
are legally liable to pay the debts of 
the business. Each partner is jointly 
liable for the partnership debts. 

Partnership 

Tip: 
It is advisable 
to draw up a 
partnership 
agreement.

Tip: 
You will have 

to pay national 
insurance but 

you do not need 
to register with 

Companies House.  

Tip:
The company will have to pay 

national insurance and you need to 
register with Companies House.
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Clues:
  

Down  
1.  As a limited company, you must file your annual reports to  _______
2.  What legal entity are you if you share your business responsibilities with  
     two or more people? 
 
Across 
3.  Limited companies, sole traders and partnerships must all pay _______
4.  What legal entity are you if you operate the business as an individual? 
5.  If you set up a limited company, you are a _______

Answers:  
Across: 3. National insurance, 4. Sole trader, 5. Director 
Down: 1. Companies House, 2. Partnership 

Use the clues below to fill in the grid. 
These are all words you will have learnt 
when reading this factsheet.
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Know what’s what?
Test your knowledge with this crossword


