
 

Different Types of Trading Vehicles 

We often assist clients with the setting up of new ventures, and are often asked which trading vehicles they should use.   
 
Below we have set out a high-level summary of the key differences between the three most commonly used trading vehicles (there are others, which are 
adopted less frequently): limited partnerships (frequently used by investment funds), limited liability partnerships (preferred by professional practices, such as 
accountancy and law firms), and limited companies (by far the most common entity used for trading).  

 Limited Partnership (“LP”) Limited Liability Partnership (“LLP”) Limited Company (“Company”) 

Legal 
Personality 

LPs have two categories of partner: 

(1) a general partner who has 
responsibility for managing the LP’s 
business; and 

(2) limited partners who invest capital in 
the LP, but who do not play an active 
role in the LP’s operations.  

An LP is not a legal personality, which means 
that it cannot own assets or enter into 
agreements in its own right (although Scottish 
LPs do have a legal personality). The general 
partner enters into agreements on behalf of 
the LP. 

An LLP is a legal personality – it’s a body 
corporate separate to that of its owners, and 
therefore can own assets and enter into 
agreements in its own right. 

 

 

 

A company is a legal personality – it’s a body 
corporate separate to that of its 
shareholders, and therefore can own assets 
and enter into agreements in its own right. 

 

Liability The general partner has unlimited liability for 
all the debts and obligations of the LP. 

The limited partners’ liability is limited to the 
capital contribution they have each made to 
the LP.  

The LLP’s liabilities and debts belong to the 
LLP, not the individual members. The 
members of the LLP have financial exposure 
but only to the extent of their interest in the 
LLP. 

The liability of a company’s shareholders is 
limited to the amount unpaid on the shares 
that they own in the Company. 

Management There is separation between those who own 
and those who manage the LP – i.e. limited 
partners own the units in the LP, whereas the 
general partner manages the LP. 

There is no separation between those who 
own and those who manage the LLP – all 
members have the right to participate in the 
management of the LLP. 

There is separation between those who own 
and those who manage the company – i.e. 
shareholders own the shares in the 
company, whereas the directors manage the 
company. 



 

 

 

Capital There are no share capital or capital 
maintenance requirements.  The LP will 
however issue units to its partners. 

There are no share capital or capital 
maintenance requirements.  The LLP will 
however issue units to its members. 

A company has a share capital, which is 
subject to various rules and restrictions, as 
outlined in Companies Act 2006. 

Constitution All LPs are governed by the Limited 
Partnerships Act 1907. 

Although not strictly required, in practice a 
limited partnership agreement will be entered 
into. This is kept private, and will be written in 
accordance with the objectives of the LP’s 
partners. 

All LLPs are governed by the Limited Liability 
Partnership Act 2000. 

Although not strictly required, in practice a 
limited liability partnership agreement will be 
entered into. This is kept private, and will be 
written in accordance with the objectives of 
the LLP’s members. 

All companies are governed by the 
Companies Act 2006, as well as by several 
other laws. 

A company must have Articles of 
Association, which are a publically available 
document, and govern the internal workings 
of the company.  

Tax 
Treatment 

An LP is not a taxable entity - the partners of 
the LP will pay tax on their share of the LP’s 
drawings at their own rates. 

An LLP is not a taxable entity - the members 
of the LLP will pay tax on their share of the 
LLP’s drawings at their own rates. 

A company is to pay corporation tax on any 
profits it makes. Any dividends paid by the 
company to its shareholders will also be 
taxed. 


