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Frequent Asked Questions: 

Q: I am starting my own business. Should I trade as a Sole Trader or 
Company?  
 
A: This depends entirely on your circumstances and you should speak to your Accountant. However, I 
will touch on some areas of both so you get a basic idea. Information on choosing the right business 
structure can be downloaded as a PDF. 

 
Sole Trader: 

Trading as a Sole Trader is a quickest and cheapest way to start in business, as you're able to trade 
under your own name. All you need, is an ABN to start which can be obtained instantly on the 
Australian Business Register website free of charge. Should you wish to trade under another name, ie 
John Doe trading as Doe's Building Services, you will need to register the name with ASIC. 

As a Sole Trader your liability is at its highest. Should you run into financial trouble, the ATO does not 
see you as a separate identity to your business, and you can lose everything you own.  
 
On the plus side, should your profit be marginal, you pay less tax as a sole trader (individual tax rate).  
 
Instead of paying themselves a wage, Sole trader's take 'drawings'.  
 
Currently there is no ATO ruling to make you pay 'superannuation' to yourself. If you employ staff you 
will be under the state awards which are often simpler than the federal award. 
 
Learn about Personal Services Income and how it may affect you. 

Company: 

A company is more complex to set up, so most small business get their accountant to work this out for 
them. The set up cost varies from around $1000 - $4000 depending of accountants.  
 
A company is considered a separate identity to its owner (known as a company director). It has an 
ABN, ACN and Tax File number of its own and pays its own tax (currently 30%). NB: You may need 
to apply for an ABN and TFN for the company after initial set up, so make sure to double check with 
your accountant that this has been done. 
 
Wages are paid to the director as an 'employee' and superannuation must be paid if the directors 
income is more than $450 per month. All wages to the director are considered an expense of the 
business and will come off any profit margin. The director is taxed at a personal tax level separate to 
the company.  
 
Company tax is set at a flat rate of 30% which is beneficial when profit margins are high. 

If the company gets into financial trouble the director is seen as a separate identity and any personal 
assets (such as family home) is not considered touchable. 

All information above is not to be considered as financial advice. Financial advice should be 
sought by a qualified financial adviser of your choice. 
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