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Sole Trader

What is a Sole Trader?

A person wishes to go into business can simply trade under their own name. They can register a name of 
business (trading name) in respective states to protect against infringement of trade practices.

Set up Procedure

• Register for ABN.
• Register for GST (if applicable).
• Register a Trading name with state authority (if applicable).
• Register for PAYG (if applicable).

Advantages

• Simple.
• Minimal compliance.
• Lower maintenance cost.
• Capital gains tax discounts.
• Total control of assets.
• No set-up costs.

Disadvantages

• No asset protection- individual person is liable.
• The structure has a limited life as on the death of the individual the investment must change hands.
• Taxed at your marginal rates.
• Inflexible tax planning.

Compliance Requirements

• ABN registration- compulsory
• GST registration – depends on turnover over $50,000.
• BAS – monthly or quarterly.
• Tax Return – Yearly.
• Financial Records – Income and expenditure statements.

General Comments
This type of structure is suited for someone with little or no assets and is starting out in business with little 
turnover. The income tax is either paid at the end of the year after lodgement of Tax Returns or paid through 
an Income Activity Statement (IAS) during the year and an adjustment at the end. The Owner take drawings 
as opposed to wages from a Company and these drawings constitute profits of the Business. Hence the 
profits of the Partnership is made up of the drawings during the year and the net monies left in the bank after 
taking off what the bank account started off with at the beginning of the Public liability insurance is compulsory 
and other indemnity insurance is recommended.

Disclaimer: These notes are intended to be a guide only. Business Intranet Systems Pty. Ltd. (BIS), its directors, employees and consultants expressly disclaim any and all liability to any person, whether 
a purchaser or not, for the consequences of anything done or omitted to be done by any such person relying on a part or the whole of the contents. Do not act on the information without first obtaining 
specific advice regarding your particular circumstances from a tax professional.
© 2003 Business Intranet Systems Pty Ltd.  This document is protected by international copyright laws.  It is for your internal use only.  Unauthorised distribution or reproduction of this information, or 
any part of it, may result in severe civil and criminal penalties, and will be prosecuted to the maximum extent possible under the law.

http://www.elitefinance.com.au/

