What are the benefits of being a sole
One benefit of being a
company,which means you have total
scale up your business well.

Should | start a limited company or a sole trader?
The two most common options are becoming a sole trader or settlng up a Ilrm ed
impact everything, from how much tax you pay to how much papen/v_ yoﬁz 1
advantages and disadvantages of each approach and how to choose between the two
Why is a limited company better than a sole trader? %ﬂ
Easier Access to Funding: Limited companies often find it easier to secure funding from banks or investors
compared to sole traders. The structure offers a clearer separation between business and personal
finances,making lenders feel more comfortable.

How many people can own a sole trader business?

Only one personcan own and operate a sole trader business,the clue is in the name: 'sole'. Most business
owners opt for a sole trader organisation when they begin as it is easier to set up and has a lower
administrative burden. As a limited liability company,you and your business are separate legal entities.

Can a sole trader invest in a company?

Sole traders,on the other hand,cannot seek investment,unless they go through the complex process of
turning their business into a partnership. Limited liability is a form of legal protection that prevents individual
company directors from being held personally responsible for their company's debts or financial losses.
What are the disadvantages of being a sole trader?

The disadvantages of being a sole trader include: Unlimited liability:You take on all the risks associated with

running a business and you hold all the responsibility for its debts. You may need to sell off personal assets
such as your house to pay those debts.
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BENEFITS OF BEING A SOLE SOLAR
TRADER OR LIMITED COMPANY

Dissolving a limited company in order to become a
sole trader can be a long-winded process, but
making the switch from being a sole trader to
incorporating a limited company is much more
straightforward. Being a sole trader doesn"t mean
you're alone. Just because you're a sole trader, it
doesn"t mean that you need to do everything
yourself.

If you're thinking of starting or expanding a small
business, you have a choice of structures ??? sole
trader, public limited company, business
partnership, or private limited company.There is no
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"one-fits-all" solution for a small business owner so
it's important to assess advantages and
disadvantages of each before making a decision on
your future business ???

A big advantage of being a sole trader is the
flexibility it offers. If, further down the line, you want
to go limited, the process is uncomplicated - much
simpler than switching from running a limited
company to being a sole trader, which involves

dissolving your registered business.
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BENEFITS OF BEING A SOLE SOLAR
TRADER OR LIMITED COMPANY

Being a sole trader is great, but there comes a point
that being a limited company instead might bring
you bigger benefits and offers. The good news is
that it is a relatively easy change to make, which
we"ll reveal in this complete guide to changing from
a sole trader to a limited company.

Becoming a sole trader may well be a popular and
easy route to "becoming your own boss", but it's not
the only one. There are some clear advantages of
being a limited company over those of setting up as
a sole trader.

Discover the pros and cons of being a sole trader vs
limited company. Make an informed decision for
your business success at Business Forge.
Advantages of being a Sole Trader: Complete
Control: As a sole trader, you have complete control
over your business. You make all the decisions and
can change the direction of your business whenever
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BENEFITS OF BEING A SOLE SOLAR
TRADER OR LIMITED COMPANY

The advantages of operating as a sole trader are
that: you have complete ownership, control and
management of the business, meaning you have
the freedom to run the business as you wish without
the interference of other business partners;
Directors of a private company limited by shares are
generally not liable for their company's debts

Summary of Key Points for Sole Trader vs Limited
Company. Choosing between being a sole trader or
a limited company in the UK boils down to your
business goals, financial situation, and appetite for
risk. Sole traders benefit from simplicity and
complete control but face unlimited personal liability

You may also wish to register if you need to prove
you're self-employed for some reason (for example,
to claim certain benefits) or if you wish to make
voluntary class 2 national insurance payments. Let's
take a look at some advantages and disadvantages

of being a sole trader: Pros of being a sole trader.
Lighter administrative burden.
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BENEFITS OF BEING A SOLE SOLAR
TRADER OR LIMITED COMPANY

Being a sole trader can be less tax-efficient than
running a limited company This is because limited
companies have a set corporation tax rate of 19%,
while tax rates can go up to 40% for any income a
sole trader makes over ?50,271, with an additional
rate of 45% for anything earned over ?150,000.

The decision between being a sole trader or setting
up a limited company ultimately depends on your
business goals, the industry you"re working in and
your personal preferences. Before choosing how to
set your business up, ask yourself: Limited liability:
One of the most significant advantages of a limited
company is limited liability

In this article, I"ll be discussing the advantages and
disadvantages of being a sole trader or a limited
company, so you can decide which business model
will serve the needs of your company as it develops.
Tax advantages of a limited company versus sole
trader ??? Haydn Rogan explains the tax

advantages and disadvantages of status as a
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BENEFITS OF BEING A SOLE SOLAR
TRADER OR LIMITED COMPANY

tax rates on sole traders aren"t always as kind as
they are on limited companies. When you reach a
certain level of earnings, it might not be quite as

lucrative to remain a sole trader; Limited company
advantages. unlike sole traders, a limited company
is legally separate from its business owner, who has
limited liability

This guide will discuss the key features of being a

s B sole trader vs a limited company, including their
VRIS advantages and disadvantages. By the end, you
t‘:‘;isy%?zig"sesys.em% should have a clear idea of both options and should
EE— be able to decide which ??7? if any ??? suits you
°- best confidently. You may choose to be the single

/.

operator or director of a limited company

registering your company ??? $597 for a proprietary
limited company registering a business name (if
applicable) ??? $44 for 1 year or $102 for 3 years
establishing separate business bank accounts ???

bank fees may apply. Record keeping. A sole trader
is a simple business structure so it generally has
less paperwork.
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BENEFITS OF BEING A SOLE SOLAR
TRADER OR LIMITED COMPANY

Deciding between operating as a sole trader vs
limited company? Explore the pros and cons of
each to determine the best structure for your
business success. Advantages of a Limited
Company. Profits (after expenses) are taxed at
12.5% (Corporation Tax) The process of registering
a company can be more expensive and
time-consuming than

A sole trader will also pay Class 2 National
Insurance Contributions. Be aware that sole traders
are taxed on all of the profit of their trade ???
regardless of how much they use for their own
personal use. If the profit is ?7100,000 after allowable
business expenses ??? the sole trader will be taxed
on ?100,000. Key advantages of being a sole

A limited company can be run by just one person,
but the setup is more involved than being a sole
trader. For limited companies run by an individual,
the person in question becomes the director of the
company as well as its only shareholder.
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BENEFITS OF BEING A SOLE SOLAR
TRADER OR LIMITED COMPANY

= The disadvantages of being a sole trader. There are
= many benefits to being a sole trader, but sadly it's
not for everyone. There are downsides and
drawbacks that you may encounter, which could
mean your business is more suited for an alternative

company formation type ??? like a limited company.
The biggest downsides of being a sole trader are:

A sole trader will also pay Class 2 National
Insurance Contributions. Be aware that sole traders
are taxed on all of the profit of their trade ???
regardless of how much they use for their own
personal use. If the profit is 100,000 after ???

Most employment benefits received by you or your
family/household are taxable (subject to Tax-free
exceptions). Shares or securities in the company
which are given to you at less than market value are
taxable under the Employment Related Securities
rules. See Sole trader v. limited company: Tax
differences & savings (2024/25) Borrowing
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BENEFITS OF BEING A SOLE SOLAR
TRADER OR LIMITED COMPANY

IPSE's director of policy, Andy Chamberlain, told
Small Business: "If you operate as a sole trader, it's
a bit more straightforward than a limited
company.You work and get paid as an individual
?7?7? which is the way most freelancers work. You
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still have to pay tax on your profits but there are
fewer compliance burdens than those that work via
a limited company.

Trading through a limited company has many
advantages. This article highlights 15 key benefits of
setting up a limited company in 2024 compared to
becoming a sole trader. 1. Limited liability for

directors if things go wrong. Being a director of a
limited company means you have the benefit and
security of "limited liability".

Table of Contents. Sole Traders; Companies; Key
Takeaways; Frequently Asked Questions; Whether
you are starting a new business or purchasing an
existing one, one of the most important decisions

you make will be how to structure your
business.While there are several different business
structures available, most owners will elect to either
run their business ???
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BENEFITS OF BEING A SOLE SOLAR
TRADER OR LIMITED COMPANY

A limited company has to have its own separate
business bank account ??? you have to pay
yourself a salary and/or take dividend payments
from your limited company to access its profits. You
don"t need to go through any official procedures to
access the money you make as a sole trader.

? Advantages of Being a Sole Trader. As mentioned

S [

earlier, running your business as a sole trader may
include advantages such as increased flexibility and

L the freedom to structure the whole operation to align
with your unique approach to business. Additional
benefits include ??? Set up a limited company

Limited Capacity for Growth: As a sole trader, you
may find it challenging to expand your business due
; to limited resources and the inability to take on
4 @ ” partners or shareholders. Limited Tax Planning
Opportunities : Sole traders might need more
support in tax planning and may end up with a
higher tax bill as their business income is taxed at
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BENEFITS OF BEING A SOLE SOLAR
TRADER OR LIMITED COMPANY

You can also set up a sole trader business as a
limited company that's regulated under IR35
legislation. Take a look at the HMRC website or get
professional advice for more information. Even
though there are lots of advantages to being a sole
trader, there are also some disadvantages.
Depending on the type of business that you do, a

One of the main advantages of being a sole trader
is the simplicity and control it offers. You have
complete control over your business decisions and
operations. If you're comfortable with more
complex reporting requirements and want the
potential tax benefits and limited liability of a
company, that may be the better choice.

Advantages of being a sole trader. Being a sole
trader is easier than being a limited company.
There's less admin, which saves time and money.
You may see this as a huge benefit if admin is your
weak point. If you're a Starling customer, the
Business Toolkit can ??7?
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