












Sole Trader, Partnership or 
Limited Liability Company?
You can operate a business in a number of 
legal formats.

The simplest is as a “sole trader”, which means 
that there is no distinction made between you 
and the business. This makes it simple to set up - 
all you need to do is to register with the Revenue 
Commissioners within 30 days of starting, there’s 
no other paperwork required! The downside 
is that, there is no distinction made between 
you and the business, you bear any losses the 
business may make - in extreme situations, you 
could lose everything! Note that being a sole 
trader doesn’t prevent you from hiring staff, it just 
refers to the fact that you and the business are 
one and the same person legally.

A partnership involves “two or more people 
in business with a view to profi t”. Again, a 
partnership is as simple to set up as a handshake 
between those involved - no paperwork needed, 
except a form to the Revenue within 30 days. 
The downside again is that the partners carry 
the cost of losses in the business, not equally 
or in the proportions agreed, but each partner 
is personally and individually liable for ALL of 
the debts of the business, even if he/she was 
not responsible for the actions that caused the 
losses. So partnerships are even riskier than 
being a sole trader, since your risk depends on 
other people’s actions.

Therefore, most businesspeople set up in 
business as a limited liability company. This 
means that they register their business with the 
Companies Registration Offi ce and, by doing 
so, they separate the business legally from 
themselves. They own the business, they run it, 
they work in it - but, provided they have done 
nothing wrong, or have not given personal 
guarantees to a bank or other lender, they are 
not responsible if the business is unable to pay 
its debts. It’s like taking out “excess waiver” 
insurance when hiring a car - normally, if you hire 
a car, even if you have paid the full insurance, 
you are responsible for the fi rst €500 or so of any 
damage; if you pay the daily charge for excess 
waiver insurance, you have no responsibility, even 
if the car is totally written off. This limited liability 
is a major protection for business-owners. It 
comes at a price: they must register with the CRO, 
and provide it with specifi ed information about 
the business every year; and, unless the company 
qualifi es for the small company audit exemption 
(most do), they must pay for an audit of the 
company’s accounts each year.
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