
SET UP AS SOLE TRADER OR
LIMITED COMPANY UK

Should I register as a sole trader or a limited company?

When you decide to start your own business, one of the first big decisions most entrepreneurs face is

deciding whether to register as a sole trader or as a limited company. Choosing the right legal structure for

your new start-up can affect how tax efficient you are as a business, so it's a big decision.

What is the difference between a limited company and a sole trader?

Whether you choose to set up as a limited company or sole trader,this is officially the legal structure of your

business.The main differences between the two involve tax rates(as well as how you pay tax) and how much

liability you have over your business - including debts and assets.

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.

When should a sole trader form a limited company?

Sole traders are taxed on the profits or losses of the sole trade personally,regardless of what profits they

physically withdraw from their business bank account. Consequently,when the business is doing well,and you

can afford to leave some of the profits in the business,it may be time for you to form a limited company.

Can I start a business as a sole trader?

Yes,many people start out as sole traders and register as legal companies later on. You need to go through

the process outlined above and deregister as a sole trader with HMRC. Choose the best business bank

account for your company with features including no set up fees.

Why should a sole trader not work with a limited company?

Less credibility: Some organisations choose to not work with sole traders due to the lack of legal protection

compared to limited companies. No protection over your business name: Unlike limited companies, your

business name is not protected. This means anyone can trade under the same name as you which could

cause confusion.
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Sole traders are quick to set up and have fewer

statutory obligations  It's easy to move from being a

sole trader to a limited company, but more tedious

to do it the other way around. Sole trading can be a

good place to start and test the business waters,

giving you the option to change your mind if a

limited company looks like a better 

Setting up a limited company in the UK offers

several clear advantages, including asset

protection, tax efficiencies and enhanced credibility 

Sometimes sole traders will set up a limited

company purely for this reason. Directors (which will

nearly always include you as a founder, at least

initially) can also strategise how they draw income 

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. The full company tax rate

is 30%. Different company tax rates apply to

companies that are base rate entities.
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Advantages of operating as a sole trader. So, what

are the main reasons for becoming a sole trader?

Less paperwork and admin. Unlike managing a

limited company, setting up and operating as a sole

trader is simple. You can register in a few minutes

at Gov.uk, and there is no fee for incorporation, as

there is with a limited company.

Setting up as a sole trader is the easiest way to

work for yourself in the UK. Here's how to do it, plus

a guide to the pros and cons.  There were around

450,000 sole traders in the UK in 2018, according to

the Office for National Statistics (ONS).  the choice

is between becoming a sole trader and setting up as

a limited company. One 

As a sole trader, the risks and rewards rest entirely

with you. >See also: Should I go sole trader,

partnership or limited company? Setting up as a

sole trader. There are many ways for a sole trader

to set up and start in business, from starting a trade,

buying a franchise, taking a hobby to the next level,

or inventing a new product or service.

(C) 2025 Solar Energy Resources 3 / 10 Web: https://www.gebroedersducaat.nl



SET UP AS SOLE TRADER OR
LIMITED COMPANY UK

You''ve set your business up as a limited company

in the UK (ie, you''ve registered it at Companies

House). In this case, your business is legally

separate from you, so you shouldn''t be using a

personal account for its expenses.  Here we run

through the best business bank accounts for

startups, sole traders, company directors and even

larger 

If you operate as a sole trader, or plan to structure

your business as one, your main obligations include:

Use your own TFN (Tax File Number )^. You have

the right to obtain an Australian Business Number

(ABN) and should use it for all your business-related

activities. Report all business income and expenses

in your individual tax return.

If you are contemplating whether to operate as a

sole trader or set up a limited company in Ireland,

you need to consider your business goals, legal and

financial considerations, and personal preferences. 

Irish Company Formation ???134.99 UK Company

Formation ???100 Northern Ireland Company

Formation ???100.

(C) 2025 Solar Energy Resources 4 / 10 Web: https://www.gebroedersducaat.nl



SET UP AS SOLE TRADER OR
LIMITED COMPANY UK

The limited company is an entirely separate legal

entity. You don''t ''become'' a limited company as

such. You set up a limited company and the

company will employ you as a director. The

company is owned by its shareholders. The

important concept to grasp is: A limited company is

run by its directors; A limited company is owned by

its 

A sole trader is the simplest form of business

structure in the UK. As a sole trader, you run your

own business as an individual and are

self-employed.  Switching from being a sole trader

to setting up a limited company can feel like a big

move. With some thoughtful planning and expert

advice, though, it doesn''t have to be complicated.

By 

Credibility: Some clients and customers may

perceive limited companies as more professional

and stable compared to sole traders. {{tax-guide}}

Setting up a limited company. A limited company is

a separate legal entity from its owners

(shareholders), meaning limited companies have a

higher degree of protection and structure.
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Setting up as a Sole Trader vs as a Limited

Company. Deciding whether to set up as a sole

trader vs as a limited company can be a tricky and

confusing decision to make, as it sets your business

up on two quite different ???

To become a sole trader you must: have a National

Insurance (NI) number; register for self-assessment

with HM Revenue and Customs (HMRC) trade

under your own name or choose a business name;

Find out how to set up business as a sole trader in

the UK. Limited companies. You can set up a

private limited company to run your business in the

UK. You 

Anyone can register as a sole trader (unemployed,

employed part time or employed full time). to set up

a sole trader business in the UK?, McBoffin &

Company, 2 What do you need? To register a sole

trader business all you need is your National

Insurance number. If you don''t have a National

Insurance number, you need to
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As is the case for limited companies, failure to meet

these obligations could mean hefty penalties. What

are the main advantages of being a sole trader?

Many freelancers begin as sole traders, due to the

relative ease of setting-up and the comparatively

small administrative burden involved and lower

costs. Setting up as a sole trader is simple

Broadly speaking, a partnership will be closer to

operating as a sole trader alongside one or more

other individuals, while a Limited Liability

Partnership (LLP) is more akin to a limited

company, requiring incorporation and registration

with Companies House, annual accounts, and

profit-sharing agreements.

No-nonsense guides for UK individuals thinking

about going self-employed, just starting out, or a few

years into working for themselves. Find the answers

to all your questions about being your own boss ???

from setting up as self-employed and getting paid to

claiming expenses and managing taxes. How to

Become Self-Employed in 2024
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The six main advantages of a sole trader structure

include: You are your own boss and can make the

decisions. You keep any post-tax profits your

business makes, as there are no partners or

shareholders. Setting up as a sole trader is a

relatively quick and straightforward process, with

minimal costs and paperwork.

Reliable professional services to register your

limited company or as a sole trader in the UK. At Ltd

Companies, we provide affordable and hassle-free

company formation services tailored to your needs.

Customers are fully supported by a UK-based team

who are available on the phone or by email, and

offer friendly, expert guidance throughout.

Further reading on company structure. Setting up a

business: Sole trader vs limited company ??? Emily

Coltman of Freeagent discusses the main

differences between registering as a sole trader and

as a limited company. 6 examples of sole traders

??? What jobs are best if you want to go

self-employed? We look at what it takes to become

a personal 
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How to set up as a sole trader. Getting set up as a

sole trader is really easy ??? so don''t put it off.

Though some people delay it since you can

technically earn up to ?1000 in a tax year before

you register, we''d encourage you to get this step

done first. HMRC sets the following responsibilities

for sole traders: Keep accurate business 

To help you decide your company structure, you

can weigh up the benefits of sole trader vs limited

company. Being a sole trader is simple: One of the

biggest advantages of being a sole trader is

simplicity. Because there is no distinction between

you as a sole trader and your business, there are

fewer legal and financial requirements to meet.

Easy to Set Up: Setting up as a sole trader is

straightforward. There's less paperwork and legal

formalities compared to setting up a limited

company. Keep All Profits: You get to keep all the

???
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While setting up as a sole trader is easier than

starting a limited company, it may not be the right fit

for your business. According to the Department for

Business, Innovation and Skills, at the start of 2023

there were 3.1 million sole proprietorships (56 per

cent of the total), 2.1 million actively trading

companies (37 per cent), and 

Becoming a sole trader. If you''re starting up on the

self-employed path then becoming a sole trader is

the simplest way to begin. Being a sole trader only

refers to the legal structure of your business; it

doesn''t necessarily affect your day-to-day working

life. Sole traders are fully responsible for their own

business success and failures.
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