The Business Structure.

You have to decide on a legal structure when you start your business.

The Main Choices are:

-Sole Trader (also called a “single proprietor)

-Partnership

-Trust; or

-Company.

How to decide?

To decide on the best structure, you should think about:

-What sort of business you will establish;

-the expected income;

-the tax structure and how the business income will affect any personal income that you may have;

-what sort of personal liability you will have or are prepared to have;

-Whether the nature of the business is risky and may be attacked by predators;

-Whether asset protection will be an issue;

-The value of the business’s assets;

-Capital gains tax, if the business may be sold at a later date;

-Who area the owners of the business and their share rights and obligations;

-Whether you will use your own name for the business or use a trading name.

Ultimately, you need legal and accounting advice about this to make sure you start on the right foot. This can involve complicated issues and may need proper planning.

Preparation                                                                                                                                                                                             Before you spend all your money, make sure you have;

-Taken into account all the potential costs, including any government costs and the fittings;

-A realistic idea of the other financial needs of your business, particularly in the early days when it may have to- be subsidised by your own savings or borrowings;

Properly research the cost of finance;

-An idea of the other costs of running the business, for instance, the cost of utilities and insurance;

-Costs of hiring and maintaining the staff;

-enough money to maintain your lifestyle until the business is self-supporting;

-a budget plan and a marketing plan;

-understand any legal obligations that may be relevant to the business. E.g. company or tax reporting requirements;

-Check with the local council that your business can be operated in the location you intend;

-researched whether there are any government grants on offer for the establishment of your business and;

-researched any technology innovations that could help (or harm with competition) your business;

-A coherent business strategy, and an effective strategic plan that anticipates opportunities and problems- and then plan for them.

Choosing a business name

If you don’t use your, or your partners name, first name and surname, or initials and surname, you will have to register a business name. If you want to set up your business in more than one state, you need to register you business name separately in each state.

If you will be a sole trader, a partnership or a trust, but not a company, then you are required to register your business name in the state or territory in which you will operate (the www.business.gov.au site will take you to the appropriate agency).

The first step is to choose a name. Remember, a business name will not be registered in certain circumstances, for example:

You must search IP Australia’s trademarks databases at www.ipaustralia.gov.au to check whether your proposed business name is not the same as one already is being used as a trade mark.

The normal steps are:

-Fill in the application form with the basic detail of the business, e.g. the address of the business, the names and the address of the owners and the proposed name of the business.

-Pay the fee.

If the name is available it will be registered and you will be sent a certificate. There are more formal rules for registering a company – we cover these in another fact sheet.

A Business Plan

This is a good way to look at the potential of your business. Its functions include:

-Testing the feasibility of ideas you have for the business;

-Having a document to present to prospective financiers (e.g. Bank) When applying for a loan or other finance. This is usually necessary before the bank will consider offering you a loan;

-Setting out goals and objectives of the business which will be used to measure the performance of the operation;

Assessing the likely profit to cover loan repayments, income tax, wages ect.

Starting a business Plan

You Must:

-Gather the relevant material that will provide information on the product and the market;

-Analyse that information;

-Design a strategy to market the product, advertising, finances, sales forecast, budgets, suppliers ect;

-Collate it into a coherent plan.

Many people develop this plan with their accountant. Alternatively, there is software available which you can use to put a plan together. You may then want to run it past an accountant.

