
AM I A COMPANY OR SOLE TRADER

Should your business be a company or a sole trader?

If you're planning to scale your business,taking on investors or large clients will be easier if your business is a

company. And while you're scaling,a company structure can provide some legal protection - sole traders are

one with their business,but companies are completely separate legal entities.

Is a sole trader a company?

A sole trader is the simplest business structure,and therefore the easiest and quickest to set up. When you

own and operate a business as a sole trader,you and your business are considered a single entity. What is a

company? A company,on the other hand,is a separate legal entity.

Why should a sole trader start a business?

This means that they are entirely in control of the direction the business takes,and can keep all of the

company's profits. Sole traders can choose to hire staff,but ultimately the business is theirs and theirs alone.

One of the most attractive reasons for setting up as a sole trader is that it is so easy to do.

What is the difference between a sole trader and a self-employed person?

The more popular option of the two,a sole trader is a self-employed person who runs their own business as

an individual. This means that they are entirely in control of the direction the business takes,and can keep all

of the company's profits. Sole traders can choose to hire staff,but ultimately the business is theirs and theirs

alone.

Should I start a limited company or a sole trader?

The two most common options are becoming a sole trader or setting up a limited company. Your choice can

impact everything, from how much tax you pay to how much paperwork you need to do. Here are the

advantages and disadvantages of each approach and how to choose between the two.

How do I become a sole trader?

Becoming a sole trader is easy. There's limited paperwork,and you simply need to fill out a self-assessment

form each year. A limited company has to be registered as a business,and a fee is attached. You will need to

keep company records,file company tax returns each year,and fill in your own personal self-assessment form.
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While both partnership agreements and sole trader

arrangements are forms of business structures, they

differ significantly in terms of liability,

decision-making, and profit sharing. Parnership

agreements are important documents that clearly

lay out what each partner in a business is supposed

to do, and what they''re responsible for.

Register for Self Assessment as a sole trader; Pick

a business name. Subject to obtaining any

industry-specific licenses you may need, you''re free

to start trading immediately after that. There's no

need to register with ???

I am working full time in a job but thinking of also

registering as a sole trader to try a business ''on the

side''. My question is, does having a Job affect

being a sole trader or vise versa, eg taxwise, or

different tax code etc, is my income regarded as

both jobs combined - how does it work, or are they

completely independent of eachother?
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Until then, on top of income tax on the business

profits, sole traders, being self-employed, must also

pay Class 2 NIC (?3.45 a week in the 2023/24 tax

year if the Lower Profits Threshold of ?12,570 per

year is exceeded) and Class 4 NIC (8 per cent on

profits of the business between ?12,570 and

?50,270 in the 2023/24 tax year, and 2 per 

Skill Diversity: Partnerships can leverage diverse

skills, resources, and capital, potentially leading to

business growth. Ease of Setup: Sole trader setup

is less complex, while partnerships require more

formal agreements. Privacy Concerns: Consider

your comfort level with public disclosure of financial

information.

What is a sole trader? When you are both

self-employed and the sole owner of your business,

you''re considered a sole trader. Sole traders have

no shareholders or directors, unlike a limited

company, and no other people responsible for

liabilities, unlike a partnership.. You''re in full control

of the business, overseeing its assets and

benefitting from all profits after tax.
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Deciding between a company or sole trader

structure is crucial for your business. If you''ve

chosen a company structure and need to adapt,

learn about the process of changing a company

name to ensure a seamless transition. FAQs in

relation to Company vs Sole Trader in Australia.

A sole trader business structure is taxed as part of

your own personal income. There is no tax-free

threshold for companies ??? you pay tax on every

dollar the company earns. Tax rates: Sole traders

pay tax at the individual income rate: The full

company tax rate is 30%. Different company tax

rates apply to companies that are base rate entities.

Other differences between sole trader and limited

company. As a sole trader your annual accounts are

private between you and HMRC, although you may

be required to show them to banks and suppliers in

order to obtain loans or credit. As a limited

company, your annual accounts, in a summarised

format, will be in the public domain at Companies

House.
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Other sole trader examples include running an

online shop, doing freelance consultancy work, or

working as a self-employed plumber. Can a sole

trader have employees? Yes, sole traders can have

employees as long as they remain the sole owner of

the business. If you''re a sole trader and you want to

hire employees, you won''t need to set up a 

To set up as a sole trader, you must register for

income tax with Revenue as a self-employed sole

trader, using the Revenue Online Service (also

called ''ROS''). You must have a Personal Public

Service (PPS) number to register with Revenue.

After you register, your Tax Reference Number

(TRN) will be the same as your PPSN. If you are not

eligible to register online

However, it's well worth chatting to a qualified

accountant before making your final decision about

whether to remain a sole trader or make the jump to

a limited company. Operating as a sole trader.

Some people see being a sole trader as a more

attractive option because it's simpler and faster to

register the business with HMRC.
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Difficulties raising capital: Sole traders may face

hurdles attracting investment due to the structure's

limitations. Investors may perceive a sole trader

business as less stable compared to a limited

company. This could restrict their growth potential,

particularly compared to the greater ease of

fundraising that a limited company often enjoys.

Even though things are slightly simpler for a sole

trader than for a limited company, you might still find

it's easier to use online accounting software to keep

track of all this and prepare and file your Self

Assessment. With Crunch, you''ll also get unlimited

support from a team of client managers and advice

from expert accountants.

Unlike a company director, a sole trader does not

have a separate legal entity, and is therefore

personally responsible for the company's financial

liabilities and debts. A sole trader will receive all of

the business's profits, and is not subject to the same

level of legal and regulatory requirements as a

company director. 
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Being a sole trader is incredibly easy. All you have

to do is register with HMRC and set up your

business as complying with submitting an annual

self-assessment tax return. You are the sole boss of

your business purview as a sole trader. Versatile

business structure. As a sole trader, your business

structure is whatever you want it to be.

As a sole trader, you are responsible for your own

super and the super of any other workers you

employ. If you have been engaged to carry out

activities as an employee, you are not entitled to an

ABN for that activity. See also. Sole trader ??? ATO

website; Sole trader ??? business.gov

How to become a sole trader ??? Setting up as a

self-employed sole trader is a simple way to start a

business. In this guide, we show you how to do it;

Can two people run a sole trader business? ???

Can two people run a sole trader business and can

you register a newly formed limited company as

''dormant'' and start off as a sole trader?
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Register for Self Assessment as a sole trader; Pick

a business name. Subject to obtaining any

industry-specific licenses you may need, you''re free

to start trading immediately after that. There's no

need to register with Companies House because,

although you have a bona fide business, it isn''t a

company. Naming your sole trader business

Partnership: Unlike a sole trader business structure,

a partnership business structure is operated by two

or more people where each partner is personally

liable for debts. From a tax perspective, partners

split the net income of the partnership as agreed

and pay taxes individually on their share of the

partnership's income.

A sole trader business isn''t incorporated, which

means it doesn''t need a company number. Looked

at differently, the business isn''t legally separate

from its owner, which is why sole traders are often

referred to as their business. In contrast, a limited

company is incorporated and has a separate

existence from its owners.

(C) 2025 Solar Energy Resources 8 / 10 Web: https://www.gebroedersducaat.nl



AM I A COMPANY OR SOLE
TRADER

Advantages of being a limited company . Official

Government figures show that at the start of 2023,

2.1m (37%) of the UK's 5.5m businesses were

actively trading limited companies.. The process of

becoming a limited company is known as

incorporation. Before setting up as a limited

company, it is important to understand the

advantages and disadvantages.

In addition, you will have to make National

Insurance contributions if you are self-employed and

make more than ?12,570 a year. Class 2

contributions were set at ?3.45 a week for 2023/24

but 

What am I liable for as a sole trader versus as a

company? As a sole trader there's no legal

distinction between you and your business so

you''re personally liable for what happens legally

and financially. And yes, this includes any debts!

This could result in you losing your personal assets

if the business runs into problems.
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1. Register your company. You can register your

company through the Business Registration

Service. This service allows you to apply for an

Australian company number (ACN), company name,

Australian business number (ABN), business name,

and other key business registrations at the same

time.
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