
Introduction to Company Law: 

Types and Legal Forms of Businesses



Aims of the lecture
Define what bodies corporate mean

Types of bodies corporate: sole and corporate

Main types of legal business organisations: sole 
traders, partnerships and companies 

Other types of business organisations
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Body Corporate/Corporation

Natural persons and legal persons

A corporation is distinct from a natural person, 
although it has many of the same legal rights. 

A body corporate can either be a corporation sole 
(consisting of a single person) or a corporation 
aggregate (consisting of two or more persons).
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http://en.wikipedia.org/wiki/Natural_person
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Corporation Sole

In English Law, a corporation sole is a legal entity
consisting of a single ('sole') incorporated office , 
occupied by a single ('sole') man or woman . 

This allows a corporation (usually a religious 
corporation) to pass vertically in time from one office 
holder to the next successor-in-office, giving the 
position legal continuity with each subsequent office 
holder having identical powers to his predecessor.

E.g. self-employed persons (sole traders )
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Statutory corporations sole in the 
United Kingdom
Auditor General for Wales

Chief Inspector of Criminal Justice

Official Custodian for Charities

Police Ombudsman for Northern Ireland

Public Services Ombudsman for Wales

Traffic Director for London

The Crown

The Information Commissioner
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Corporation aggregate
Corporations aggregate consist of two or more persons 

united in a society, which is preserved by a succession 
of members, either forever or till the corporation is 
dissolved by the power that formed it, by the death of 
all its members, by surrender of its charter or 
franchises, or by forfeiture. 

Such corporations are the mayor and aldermen of 
cities, the head and fellows of a college, the dean and 
chapter of a cathedral church, the shareholders a 
company , etc.
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Types of Business Organisations
Unincorporated:

Sole trader (self-employed)

Partnership 

 General

 Limited

Incorporated:

Limited Liability Partnerships

Private limited companies

Public limited companies

Community interest companies
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Sole trader (self-employed)
The vast majority of small business start out as sole proprietorships. These 

businesses  are owned by one person , usually the individual who has day-to-
day responsibility for running the business. Sole proprietors own all the assets 
of the business and the profits generated by it. They also assume "complete 
personal" responsibility for all of its liabilities or debts . In the eyes of the 
law, they are one in the same personality with the business.

 Advantages
 Easy and least expensive to set up

 Complete control to make all decisions

 Sole proprietors receive all income generated by the business

 No corporation tax: only NI contributions and income tax; tax return is not complicated

 Tax advantages; VAT registration is required only if certain turnover achieved

 Easy to dissolve

 Disadvantages
 Unlimited liability: legally responsible for all debts against the business

 Business and personal assets are 100% at risk

 Employee benefits such as owner's medical insurance premiums are not directly 
deductible from business income (partially deductible as an adjustment to income)
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Other types of business
Franchise ɉÅȢÇȢ -Ã$ÏÎÁÌÄȭÓɊ

 The major advantage of a franchise is that it takes advantage 
of the success of an established business and support 
networks.

 However, your freedom to manage the business is limited by 
the terms of the franchise agreement. Also franchisees often 
pay a share of their turnover to the franchiser, which reduces 
overall profits.
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Other types of business
Cooperative

 An association or corporation established for the purpose of 
providing services on a non-profit basis to its shareholders or 
members who own and control it. The nature and functions of 
cooperatives differ considerablyɂsuch as purchasing 
cooperatives, consumer cooperatives, farmers and marketing 
cooperatives.

Social enterprise
 Social enterprises are businesses that trade for a social 

purpose and represent a diverse and growing range of business 
activity across the UK.
 'a social enterprise is a business with primarily social objectives whose 

surpluses are principally reinvested for that purpose in the business or in the 
community, rather than being driven by the need to maximise profit for 
shareholders and owners.'
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