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Without the right 
structure in place,  
your business could fail 
before it even begins.
It’s not a matter of one size fits all when it comes to 
organisational structures. Every business has different needs, 
goals, and a desired direction to go in. You need a structure 
in place that will help your business grow and achieve results 
in the long-term. That’s why choosing the right structure can 
get you starting out on the right foot.

Here at Liston Newton Advisory, the most common questions 
we get from our clients are around business structure. 
Whether you’ve acquired a new business or you’re starting 
your own, it can be hard to identify what structure to go with.
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Set up your  
business right. 
Identifying the right structure
Before building your business, you need to identify exactly what type of business you  

want to build. Are you starting out as a sole trader or are you establishing a company? 

Answering questions like these can help put you on the right track from the beginning.

Choosing the right structure can have a positive effect on your business’s future.  

A business structure can limit or enable your options for tax minimisation and capital gains. 

It’s important to weigh up advantages and disadvantages of the different structures.
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Check out the following structures to see which 
one would best suit your business goals:

Sole Trader

•  Suitable for individuals who have 

just started their own business

•  Commonly used by sub-

contractors and freelancers who 

accept work from  

multiple sources

•  Great for professionals after 

 a quick and cheap business set up

•  Easy to shut down in case  

the owner decides to cease  

the business

Partnership

•  Suitable for two individuals 

looking to start a business

•  Generally an easy structure  

to set up and run

•  Commonly used by  

professional services such as 

lawyers, accountants, and also 

primary production businesses 

for land holdings

•  Easy for either partner to dispose 

of their interest if they choose to

Family Trust

•  Suitable for business owners 

looking to protect family assets 

and distribute income in a tax 

effective manner

•  Usually started by an individual 

or a married couple

•  Commonly used by small 

business owners with annual 

profit in the $200k to $500k 

range, such as those in the 

hospitality sector

•  Offers room for flexibility and 

tax effectiveness for a small 

business

Unit Trust

•  Suitable for those  

looking to start a trust with 

multiple owners

•  Usually started by multiple 

business owners who are not 

family members

•  Additional unit holders can be 

added as the business grows 

and new owners can buy in

•  Money can be withdrawn 

without any tax consequences

•  A less complicated business 

structure than a company

Company

•  Suitable for companies looking  

to achieve high growth

•  Most common structure for 

businesses with multiple 

employees

•  Government incentives and 

grants available for start-ups in a 

company structure

•  Gives your business access to  

a capped tax rate
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Asking the right questions for  
business structure advice.
Here at Liston Newton Advisory, we have several key questions we ask clients to determine the 

right structure. These questions also give the clients the opportunity to re-evaluate what they 

want from their business.

Sometimes it’s just a matter of taking a step back to review all of your plans and expectations 

for your business. You may find your business is better suited to a structure you haven’t even 

considered once you realise the advantages that each one offers.

If you are confident you can answer the following questions about your business, it may be time 

to speak to an adviser. An advisory service can help you implement a business structure and get 

your business on the right path towards success.

01. What type of business will you be running?

It may seem like an easy question to answer, but some prospective business owners may not 

understand the level of protection they need from their structure. Every type of business 

comes with its unique set of risks.

The right structure can help provide a level of protection for the owner’s personal assets 

in case something goes wrong with the business. In order to understand the potential risks 

involved you need a clear understanding of what type of business you want to run.

02. What are your future plans for the business?

Your business may be small now but rapid expansion may require you to rethink the type of 

structure you need. Revenue, profit, and employee numbers could grow faster than expected. 

It’s important to recognise that different structures suit different numbers of employees.

We can provide you with valuable business structures advice. With future goals in mind,  

you’ll be matched with a structure that supports your business goals.

03. Will the business and assets be sold in the future?

The eventual sale of a business is a long-term goal shared by many business owners.  

The right business structure can make it easier to sell your business. Certain structures are 

better suited to adding, removing, or switching ownership when the situation calls for it.
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5 common business 
structure mistakes.
When starting your own business, one crucial thing to consider is the 

business’ structure. How you structure your business at the outset can 

have impacts in the future—and not always positive ones.

Many new business owners jump quickly into a particular structure 

without considering both the short- and long-term effects, a move which 

carries lots of potential risk. You might think that because you’re starting 

a business, then a company structure is the right way to go, and don’t give 

consideration to other options.

But a company structure isn’t always the best option. Operating as sole 

trader might suit your needs, or a trust structure might be a better option 

for a business owner looking to grow their wealth. You need to consider 

all options available to you, otherwise you can find yourself in a restrictive 

structure that increases your liability and costs you more in extra tax.
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Five common business structure mistakes 
people make when starting a business,  
and how to avoid them.

Mistake 1: Structuring your business for the short term

It sounds obvious, but when starting out as a new business it’s imperative to consider the future of your business.

Jumping into the wrong structure and not considering the future, such as the potential for investors or new 

owners, is one of the most common business structure mistakes, and can mean that your business may need to 

be restructured. This is very expensive, as there are legal fees and capital tax gain implications, not to mention  

the stress it puts on you. You need to plan for growth. 

For example: It might just be you now, but what if your business starts to grow beyond your means?  

Do you see yourself taking on partners? If so, how do you plan to get paid from the business?  

Are you likely to sell your business share to another company member? What’s your exit strategy?

Every business plans to grow, so make sure you’ve planned your structure for the correct growth path.  

Speaking to an expert can help you get it right.

Mistake 2: Ignoring your personal structure

Getting your business structure right is important, but failing to consider your personal structure and how it 

relates to your business is another of the key business structure mistakes a lot of people make.

For example: Many business owners rush into setting up a company structure and place shares in their own 

name, or in the names of the business owners. After all, it seems like the easiest option. Putting the shares of 

your company structure in your name doesn’t allow for flexibility or tax planning, and means if your business gets 

sold in the future all the capital gain would be distributed to each business owner and be taxed at high rates.

As a business owner—and a potential director of a trading business—you should look to protect your personal 

assets by removing as many as possible from your personal name, and look at holding those assets under your 

spouse’s name, or within a separate entity such as a family trust.

Choosing the right business structure lets you keep your personal and business affairs separate, enabling you 

to maximise your tax effective planning, and minimises any potential personal risk should the business get in 

trouble. It’s essential to seek good advice around both your personal and business structure, so you can get it  

set up correctly, and acquire insurances tailored to your particular situation.

Note: Getting your business structure right at the start saves you untold misery and dollars down the track. 
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Mistake 3: No agreement when multiple owners are involved

One of the big business structure mistakes people make is not considering multiple owners. When multiple 

owners are involved, it’s imperative to ensure there’s an agreement in place to determine how any future 

separation of ownership will be handled.

A shareholders or unit holders agreement ensures all owners know where they stand in the event that someone 

decides to part ways with the company in the future. It allows you to determine how the business gets valued in 

such a separation, and provides a clear and agreed upon set of rules and terms to follow should this occur.

Many business owners overlook this step which can result in difficult, messy situations. It’s not just money on 

the line—relationships too. Business structure mistakes like this can sour friendships, and damage lives.

So be sure to draw up a comprehensive shareholder agreement when you start your business, outlining the 

obligations and rights of each member, with clear exit planning for the case that things don’t work out.

Mistake 4: Forgetting to do your research

Your business might be small now, but not doing your research into government-offered grants is one of the 

big business structure mistakes a lot of people make.

If you don’t know what’s available to you you’re missing out on some excellent opportunities. The 

Australian government currently offers a number of grants and tax offsets that are available to early-stage 

businesses—but only when set up under a company structure. So setting up your business under a family 

trust structure means you wouldn’t be entitled to access either the Research & Development Tax Incentive 

or the Early Stage Innovation incentives.

Also, if you’re thinking about bringing on investors in the future, you need to ensure it’s possible for investors 

to buy into your company without needing to restructure. Certain business structures (like companies) can 

receive tax incentives for investors, whereas a unit trust won’t.

So when starting your business, do your research into the grants and offsets available to each business 

structure, and then determine the right structure that will allow the right growth trajectory. Avoiding business 

structure mistakes like this one enables you to take advantage of tax offsets that are designed specifically to 

help businesses like yours grow.

Mistake 5: Structuring your business yourself

Too often business owners attempt to save money by setting up the structure themselves instead of seeking 

professional advice.

Also, business owners who are unfamiliar with how to set up a structure will often overlook certain registrations 

and key compliance rules that their business falls under. Failing to take these registrations and rules into account 

can put you at odds with the ATO and ASIC, and even put your own intellectual property at risk.

Seeking professional advice is essential when starting or growing a business, and the upfront fees are more often 

than not compensated by short- and long-term tax savings—and the benefit of getting it right the first time.
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Should I set up  
my business as  
a sole trader? 
When you start a business, the first thing you need to think about  

is which structure you’ll operate under.

If you’re the owner and operator of your business, trading either under 

your own name or a business name, then a sole trader structure might 

be the most suitable option. It provides you with the ease and flexibility 

to manage your business exactly the way you want to.

But it comes with its challenges, too. In this article, we discuss 

the right situation for operating as a sole trader, the benefits and 

disadvantages of doing so, and the tax requirements for operating 

your business in this manner.
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The pros and cons of 
operating as a sole trader.

PROS CONS

Quick, easy, and cheap to set up
Full and unlimited liability is placed on  

the owner

Cost-effective, with minimal ongoing 

management expenses

Adheres to rigid personal marginal tax 

rates, with no opportunity to receive 

capped tax rates

Easy to manage with one sole owner
Does not allow for bringing on partners  

or investors

Flexibility for future growth

When hiring staff, the owner is required 

to pay superannuation and Pay As You Go 

(PAYG) contributions

Straightforward tax obligations, with 

improved flexibility in tax deductions
No government grants or tax offsets

Easy to shut down if need be

When to set up business  
as a sole trader?
Choosing a sole trader structure for your business is ideal if  

you’re starting out in a new venture. It’s prefect if you’re:

• Looking at running a freelance business.

• You’re a contractor.

• You’re testing a new business idea.

•  You’re operating a small business out of your home.

It keeps things simple, with minimal upfront investment,  

and you can start working on your business almost right away.
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The benefits of the  
sole trader business structure.

Save money early on

Operating as a sole trader incurs minimal business set-up costs. All you need is your tax file number 

and an Australian Business Number (ABN), and you can effectively operate your own personal 

business. Your ABN is free to register under your own name. But if you’re going to operate under a 

specific business name you’ll need to register with Australian Securities and Investment Commission 

(ASIC), which is either $36 for 1 year or $84 for 3 years.

And that’s it — you’re now a sole trader.

Easy to manage

A sole trader has complete control over their assets and business decisions. You’re not required  

to maintain ongoing financial reporting obligations, nor do you share the decision-making —  

it ’s all up to you.

As your business grows, a sole trader can change their structure to a company or trust, and  

if things aren’t panning out, it’s easier to wind things up. Simply cease trading, and continue to file  

your personal tax returns as normal.

Flexibility

You also have more flexibility on how you control your finances. You don’t need to pay yourself a 

salary, or declare dividends. And, unless you’ve got employees, you keep all your profits for yourself.

Straightforward tax obligations

Managing your tax is relatively straightforward, too. All you need to do is lodge your tax returns  

under your own tax file number.

Operating as a sole trader provides more scope and flexibility for what you’re able to claim as a 

tax deduction, and you’ll be able to claim most direct business expenses as tax deductions. Unlike 

other business structures, like a company structure, you don’t need to worry about rigid annual 

financial reporting.
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The disadvantages of the 
sole trader business structure.

Tax requirements for sole traders

Operating as a sole trader means you follow individual income tax rates, and you lodge your return under your personal tax file number.  

You’ll also need to complete a business schedule in your tax return. It’s relatively straightforward, but it does make things more complex 

than your standard tax return. All businesses want to grow, and as a sole trader you’re required to register for GST if you have sales of 

more than $75,000 a year, and you’ll need to lodge a quarterly Business Activity Statement with the tax office.

It’s a solo affair

The joy of managing your business on your own can be contrasted by the inability to bring other 

owners or investors on board. Your business is run under your name — so it doesn’t translate well for 

fast-growing or scalable businesses.

If your business grows and you do hire staff, you’re also personally responsible for PAYG withholding 

obligations and guaranteed superannuation contributions.

Rigid taxation rate

A sole trader falls under the individual marginal tax rates system. This means you can end up paying 

way more in tax. Conversely, operating as a company gives you an opportunity to receive a reduced 25 

per cent tax rate if your aggregated income falls under $25 million.

Additionally, you won’t have access to tax planning opportunities. If you operated under a trust or a 

business structure, you could split business profits or losses with family members.

Increased liability

As a sole trader, you have unlimited liability. This means that if anything in your business goes wrong, 

or you come into financial difficulty or face legal action, your personal assets will be at risk.

If you’re injured on the job, you can’t receive workers compensation, either. And if you can’t work, you 

won’t earn money. In comparison, operating your business as a company means your business entity 

shoulders your liability for you.
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Your checklist for setting up  
business as a sole trader.
There are a number of things to consider, and questions to ask yourself,  

when setting up your business as a sole trader.

  Will you trade under your own name, or a 

business name?

  If trading under a trading name you need 

to register this with ASIC. It must be 

unique, so check its availability first.

 Apply for an ABN.

  If you expect to earn more than $75,000, 

you’ll need to register for GST

  What address will your business be 

registered to?

 Where will you work?

  If you plan to work from home, there may 

be some common personal insurance 

policies that provide extra reassurance.

 Do you need to register trademarks?

  Will you perform your accounting and tax 

yourself, or will you engage the services 

of an accountant?

  Will you pay yourself a regular 

superannuation percentage? This can be 

tax deductible.

Using a sole trader structure.
Operating as a sole trader provides the flexibility to run your business your way.  

But it also means you take on all your business liability yourself.

Before moving forward as a sole trader, you’ll need to answer the following questions:

Further Reading

• How to change your business from a sole trader to a company structure

• What to know before switching from a sole trader to a trust

• What type of business will I be running?

•  Am I willing to manage and run my business  

by myself?

•  Do I consider myself a contractor or freelancer?

•  How do I plan on growing my business in  

the future?

•  Am I likely to make more than $75,000 a year?

•  Am I comfortable with a rigid tax structure?

•  Am I comfortable taking on full liability for myself, 

assets, and any future employees?
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Should I set up 
my business as a 
partnership business?
Starting a business doesn’t have to be a solo affair. If you’re looking to build a 

new business, a partnership structure might be the ideal situation for you.

A partnership structure offers the ease and flexibility to run your business as 

individuals, eliminating the need to create a company structure and avoiding 

rigid reporting obligations.

But while it’s a great way to pool expertise and resources, creating a partnership 

also comes with its challenges.
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The pros and cons of setting up  
a partnership business. 

PROS CONS

Simple and flexible to operate Decisions are never made equally

Opportunity for partners to bring 

different skills and expertise to the 

table

Disagreements in management  

may occur

Less financial burden on the 

individual when starting out
Difficult to add or remove partners

Less paperwork to fill out when 

starting

All profits must be split between 

both parties

No financial reporting obligations Unlimited personal liability

Easy to include on your tax return
Each partner is taxed at an 

individual tax rate

Individuals can claim business losses 

on their personal tax return

Partnerships can become complex 

when the number of partners gets 

higher

No access to government grants
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What is a partnership?
A partnership is a business entity formed by two or more people.  

It operates in a similar way to a sole trader business structure.  

It follows a simple registration process and you don’t have the same 

financial or reporting obligations that a company does.

Interestingly, no paperwork is actually required to be filled out that 

states the natures of the partnership. All you need is some form of 

agreement between all parties. However, we recommend creating a 

written partnership agreement which highlights:

This way, you’re protected from potential complications 

down the line.

• Business details

• Roles

• Expectations

• Operational outline

The three types of partnerships.
•  The most common type of partnership is a general partnership. This sees the business’ management 

responsibilities, liability, and any profits divided among all partners as per their established agreement.  

Liability is also divided equally among the partners.

•  A limited partnership sees each partner’s input and liability based on the percentage of their investment in  

the business. Given the scaling nature of this structure, it’s best suited to short-term agreements.

•  A joint venture is essentially a short-term general partnership, with an agreed start and end date.



The Ultimate Guide to Business Structures. 18

Cheap to set up

General partnerships require less paperwork and fewer fees to 

start up, especially when compared to other partnerships, or 

companies. This is ideal for businesses who are starting from 

scratch, with limited capital.

The benefits of partnerships.

Simple and flexible to operate

Partnerships operate in a similar way to the sole trader structure, as 

there are no management or reporting obligations to follow. How they 

work is up to the partners themselves.

Each partner can be equally involved in the business decisions, or it 

can come under the central management of one designated partner 

We recommend having a written agreement in place that governs how 

the partnership operates, and manages all expectations for each party.

Opportunity for diverse skill sets

One of the benefits of a partnership, when compared to a sole trader, 

is that it allows each partner to bring a different skill set to the table.

It also allows the partners to pool their resources, which has the 

opportunity to create more capital to start off with – more so than if 

you were operating on your own.

Straightforward tax situation

Individuals operating a partnership structure are taxed at an 

individual tax rate.

The Ultimate Guide to Business Structures. 18
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The disadvantages of partnerships.

Unlimited liability

General partnerships see each partner assume unlimited personal liability, which means that if the business 

gets into trouble, their personal assets are put at risk. If you’re worried about shouldering the liability, consider a 

limited liability partnership, a company, or unit trust structure instead.

Profits must be shared

This isn’t necessarily a bad thing. But it is important to remember that a partnership involves more than just one 

person, so you’ll never receive the full fruits of your business’ labour. If this is going to be an issue, you should 

consider operating as a sole trader, or creating a company, instead.

Increased chances for disagreement

When operating in a partnership it’s crucial that all partners agree on business decisions, otherwise complicated 

and unpleasant situations can arise. In a worst-case scenario, these can lead to business and personal 

relationships failing. If you think you won’t be able to work with another person, then a sole trader or company 

structure may be more suited.

Difficult to add or remove partners

When adding a new partner to the business, or when an existing partner exits, you need to dissolve the existing 

partnership and begin a new one. This can be a costly process.

No access to government grants

Operating your business as a partnership means you’re unable to take advantage of many government grants and 

tax concessions, such as the research and development tax concession, or early stage investor concessions. If you 

want to be able to access these options, consider operating your business under a company structure instead.

The tax requirements

•  A business partnership itself doesn’t pay tax on its income. However, you are required to lodge a 

partnership tax return that declares the income earned through the partnership, as well as any 

deductions. This also identifies the distribution of income between the partners.

•  Each person involved in the partnership declares their individual share of the partnership’s income 

on their personal tax return, and lodges this under their individual tax file number.

• Business partners can also deduct losses from the business on their individual tax return.



When looking to start a partnership, 
it’s important to make sure it’s the 
right decision for your business.

The final word  
on partnerships.
There are a number of things to take into account.  

Start by asking yourself these questions:

•  Do I have complete trust and faith in the people  

I’m partnering with?

•  Am I willing to seek approval and agreement on  

all business decisions?

•  Do I expect more people to join my business in the future?

• Am I expecting anyone to exit the business?

•  Am I comfortable shouldering unlimited personal liability?

• Am I comfortable with a rigid tax structure?
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Should I set up  
a family trust?
Setting up a family trust is usually driven by a new business opportunity, 

a growing business, or a need to properly structure your investments. 

And when set up correctly, there are clear family trust tax benefits.

But before you make that decision, it’s important to understand the 

purpose of a family trust, how it can benefit you, and also make sure that 

it’s a good fit for you and your business.
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The benefits of a family trust.

Make your business tax-effective

Income and capital gains can be distributed across a family group in proportions which best suit each individual’s tax 

rates. This means setting up a family trust allows a trustee to distribute profit from a business in a tax-effective manner.

Where the profit of a business gets too large to distribute effectively, a family trust can also distribute  

to a separate company to cap the tax rate below 30 per cent.

Tax-effective investments

A family trust is a tax-effective structure to hold investments, as the dividend income received 

can be distributed across the family in a way that best minimises tax. If an investment 

is sold, the trust is able to receive a capital gains concession, and the capital gain 

income can be distributed among family members.

Asset protection for your business

If you run a business from a family trust, you can set up a company 

to act as the trustee. This means you can access the limited liability 

benefits of a company structure, and gain the tax flexibility benefits 

of a family trust.

Asset protection for investments

A family trust can protect the assets of a family group, as assets 

aren’t held in your personal name. A family trust is a separate legal 

entity, meaning you can access a certain level of protection in the 

event you find yourself in financial difficulty or face legal action.

When and why to set up a family trust.
You should seriously consider setting up a family trust if you run your own family business and  

profits are growing, and the business is taking on more employees. If your average tax rate is approaching  

30 per cent, a family trust can help reduce your tax rate.

If you’re making significant investments, a family trust can also act as a holding structure.  

It can protect those assets from financial and legal troubles — and can also save you tax along the way.

However, entering into a family trust isn’t a simple decision. It requires careful thinking and  

planning for the future of your business and/or investments.
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The disadvantages of a family trust.

Family-only

One of the main drawbacks to a family trust is that you can’t add additional shareholders, and 

you can’t add people outside your family.

Doesn’t scale well

If your business truly takes off and profits begin to exceed $500,000 per annum, the tax 

planning of a family trust becomes increasingly difficult. In this case, a company becomes a 

better solution.

No access to government grants

While extremely flexible in accessing funds, it’s quite limited in other ways. Operating a family 

trust means you can’t access many government grants and tax concessions, such as the 

Research and Development tax concession, or Early Stage Investor Concessions.

On-going maintenance

A family trust requires on-going accounting and tax advice throughout its life. These costs 

start at $1,500, plus GST, for very simple holding trusts. The amount increases as the trust 

becomes more complex.

How a family trust works?
Much like a company structure, a family trust prepares a set of annual financials and lodges a 

regular trust tax return.

•  Profit is calculated at the end of the financial year (income, minus expenses plus 

 the previous year’s losses), and then distributed to the beneficiaries.

•  Distributions received from a trust form part of the beneficiary’s assessable income. If the 

beneficiary receives income from other sources, too, all their income is taxed together.

The trust doesn’t pay tax, so beneficiaries are taxed on the amount of income placed in their name.  

If the business being run via the trust generates more than $75,000 of income in a financial year, 

then the trust is required to register for GST.

Set up costs: In Australia, the cost of establishing a family trust is relatively low. A trust generally costs $1,500 (plus GST) in legal 

documentation to set up, or $2,500 (plus GST) for a trust with a corporate trustee.
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The final word  
on family trusts.
While the family trust tax and asset protection benefits are 

obvious, it’s a structure that needs to be understood properly 

before you enter into one. If you think a family trust is right for 

your situation there are many pertinent questions that need to be 

taken into consideration.

Ask yourself:

• Am I expecting more people to join my business?

• Am I expecting anyone to exit the business?

•  Do I intend to sell my business for a large capital gain,  

or do I want to issue shares to existing employees?

•  Do I or my family plan to take advantage of government  

grants or tax concessions?

• Am I prepared to keep strict financial records?

Further Reading

•  The costs of setting up your business as a family trust

•   Legal considerations when structuring your business  

as a family trust
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The ultimate 
guide to company 
business structures.  
When starting or taking over a business, choosing the right structure can 

be a complicated and confusing process. There’s a lot to consider, as each 

structure has its own pros and cons.

To make it easy for you, we’ve created this guide to the company 

business structure. It’s designed to give you all the information you need 

to make an informed decision on whether this is the best fit to set you up 

for long-term success.
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When to choose a company structure?
A company business structure is the best choice if you’re aiming for high growth, and plan on scaling your 

business over time.

It’s ideal for businesses with multiple owners and/or employees, and it allows you to bring additional 

business owners or investors on board at any time.

PROS CONS

Good flexibility to allow for future growth
Higher set-up cost than other  

business structures

Can support multiple employees
Higher ongoing costs than other  

business structures

Government grants and incentives available More governance requirements

Separate legal entity to your personal 

assets, which limits your liability
Rigid regulation through ASIC and ATO

A clear agreement to clarify shareholder 

governance and exit protocols
Limited tax concessions

Unlimited lifespan

Capped tax rate for companies
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The benefits of a company 
business structure.

Limited liability

A company business structure is an independent legal entity run by directors and owned by 

shareholders. This means that as a business owner your personal liability is limited, which 

protects you in the event of financial difficulty or legal action.

This also limits the liability to the business itself, while protecting your personal assets (unless 

you sign a director’s guarantee or personal guarantee for loans and leases). This limited liability 

is an attractive incentive for investors, too.

Incentives when starting out

There are also various opportunities for tax concessions and 

grants when running a business as a company. Schemes 

like the Government’s Research & Development tax 

incentive enable companies with an aggregated turnover of 

less than $20 million per annum to claim a refundable tax 

offset of up to 43.5%.

An Innovation Incentive Concession has also been 

introduced in 2019, which offers tax concessions for 

investment in early stage innovation companies. This 

incentive provides a tax offset equal to 20% of the amount 

paid for the investment, as well as modified capital gains 

tax treatment, where capital gains on qualifying shares 

may be disregarded. As with the R&D tax incentive, this 

concession is only on accessible for businesses set up in a 

company structure

Easy expansion

A company business structure is set up so that it’s easy to add new 

co-owners, shareholders, and investors. Additional shares are able 

to be issued to new shareholders, and existing shareholders can 

also sell shares.
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The disadvantages of a 
company business structure.

Higher fees

Being more complex than a sole trader or partnership business structure, 

set-up and administration costs are higher with this type of business model. 

There are also higher ongoing annual fees that require payment.

Rigid reporting requirements

While they allow for growth, company structures are less flexible than a 

sole trader or trust structure. Companies are regulated by the Australian 

Securities & Investments Commission (ASIC) and require strict compliance. 

This leads to additional duties and requirements for both the company and 

its directors. Tax reporting requirements are also more onerous.

No capital gains concession

Capital gains concessions, which allow a 50% discount for assets held for 

more than 12 months or more, do not apply to Companies.
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Tax requirements for companies

Companies are subject to tax at the company tax 

rate, which means that profits are taxed at either 

25% or 30%, depending on the purpose of your 

business. Once paid, a Company can then 

declare dividends to its shareholders, 

or the profits can be retained to 

reinvest into future growth.

Companies usually pay income tax 

by instalments through the PAYG 

instalments system, and they’re 

also required to lodge an annual 

company tax return.

Your checklist for  
setting up a company.
Here’s a quick run-down of some things to consider,  

and what to ask yourself,when setting up a company.

  When choosing a company name it must 

be unique, so check its availability with 

ASIC first. Check to see if you need to 

register the business name as well.

  Determining your Director is a significant 

obligation, so it’s important that you 

understand all the responsibilities that 

come with it. Is at least one Director an 

Australian resident?

  Choose your company officeholders. This 

includes your Company Secretary and 

Public Officer.

  What address will your business be 

registered to?

  Do you need to register trademarks?

  Where will the shares be held? Are they 

being held in your name, your spouse’s, or 

in a trust or another company?

  Determine the type of business insurance 

you need.

  Register your ABN, TFN, and register for 

GST and PAYG requirements.

  Determine whether you’ll pay GST 

monthly, quarterly, or annually.

  Choose the right accounting software for 

your type of business.
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When to hold investments  
in a company structure.
A company structure can be a good option for holding your 

personal investments, but there are both positives and 

negatives to this approach.

On the plus side, a company business structure can continue 

indefinitely, making it an ideal vehicle for long-term wealth 

generation. If long-term wealth generation is a priority, a 

company structure may be a better option than a family trust, 

which must be wound up after 80 years.

However, the flat rate of tax is 25% – and companies are also 

ineligible for the 50% CGT discount available to individuals  

and family trusts.

Nevertheless, for an individual on the top marginal tax rate of 

49%, it’s an option worth considering. This results in a tax outcome 

that’s very similar when comparing a family trust with a company 

structure – even without accessing the CGT discount.

How can money be  
withdrawn from a company?
The only way a business owner can take money out of a company is to pay themselves a salary,  

take a loan from the business, or declare dividends from the profits.

A business owner will commonly draw a salary during the year and then receive additional 

dividends for any profits after their salary has been deducted.

Setting up company shareholdings.
To best protect your assets it’s often a good idea to avoid holding shares personally. Instead,  

you can separate ownership by setting up a family trust that will own those shares. This protects 

your assets more effectively in the event of financial difficulty or legal action, while also offering 

the flexibility to distribute income for maximum tax-saving efficiency.
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Company structures:  
the final word.
When it comes to choosing the ideal business structure, the 

best option really depends on the type and size of business 

you’re establishing. It’s a good idea to ask yourself the following 

questions before you decide:

• Do you want to achieve high growth?

• Are you planning on employing multiple people?

•  Do you want to take advantage of Government  

incentives and grants?

• Do you want to access a capped tax rate?

•  Do you want to bring on board other owners and investors?

If your answer is yes to most or all of the above, a company 

structure is the ideal framework to support your business and 

help it thrive.

Further Reading

•  How to set up your own company in Australia

•  10 reasons to set up your business as a company
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Create a strong 
foundation for  
your business.
At Liston Newton Advisory, our team can provide 

business structure advice to help steer your business 

in the right direction. Our experts understand the 

value of choosing the right structure for your business.

Our consultants will take the time to understand your 

goals for now and well into the future. We’ll match your 

business with a structure that leaves room for growth 

and innovation. With the right business structure 

advice, your business will be geared for success.

Get in touch with us today.

www.listonnewton.com.au
Leading the way for business accounting and financial services.

Andrew Phelan
andrew.phelan@listonnewton.com.au

T  03 9509 0366


