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TOPIC ONE: Alternative Business Structures 
 

Legal Personality: 
 

 A legal system does not give everyone within the legal system full capacity (e.g. 
under 18 years old). 

 There are slave societies where people don’t have any legal personalities. 
 Corporate identity – society can give separate corporate identity to organisations. 

 
Types of Business Structures: 
 
Sole Trader – is the person carrying on business as an independent individual. The business is 
the individual and they are indistinguishable. The business is owned and controlled by the 
sole trader who also enjoys all of the profits and is directly liable for tax on income earned.  
 
Establishment There is no need for any formal establishment process to set up a business in 

this form. 
If the sole trader intends to trade under a name other than their own, then 
the Business Names Registration Act 2011, makes it compulsory to resister 
the business name à individual will need to have an ABN or ABN 
application reference number. 

Governing law No specific governing law applicable, however, there are formalities like 
having regulatory approvals, and ABN and GST. 

Liability Sole trader is personally liable for debts incurred and that liability is 
unlimited. 

Fundraising The sole trader has access to limited resources to fund their own business 
and growth (savings, loans & profits). 

Continuity of 
existence 

Perpetual succession is not applicable. The business normally ends on the 
death or bankruptcy of the individual à could say to continue in the 
testament document (will), but may not be accepted. 

Privacy Apart from disclosure to the Commissioner of Taxation, profits do not need 
to be disclosed and financial affairs can be kept private. 

Taxation Sole trader is liable to the payment of taxes on income earned. 
Advantages 

and 
Disadvantages 

Advantage of simplicity, flexibility and control. Disadvantage of unlimited 
personal liability, and limited financing options. 

 
Partnerships – a business structure that involves more than one person carrying on the 
business in common with a view of profit à this definition appears in the Partnership Acts in 
each state and territory, to distinguish partnerships from other structures, such as JV and 
trusts. 
Governing law Retrospective to states and territories. In NSW, we use the Partnership Act 

1892. Section 115 of Corporations Act à maximum of 20 partners, except for 
professional partnerships. 

Establishment Creation is based on an understanding between the partners (whether 
express or implied) to work together in the same business enterprise in order 
to attempt to make profits that will be shared between them. 
It is common for partnerships to be established under contract (partnership 


