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DIFFERENT STRUCTURES AND HOW THEY ARE TAXED
By Bruce Williams, Williams Courtman

Different Trading Entities pay different rates of tax. It is therefore essential when deciding upon the type of entity to use in running a business that you understand how much tax if payable.

Companies:
The current company tax rate is 30%. This rate is levied upon the assessable income of the company, which in most cases is the profit made by the company. If the company then wishes to distribute it’s after tax income to it’s shareholders (which is by way of dividend) there may be more tax payable by the shareholders.

Sole Traders:
As the name implies the business is being operated by a sole person. Therefore any profits generated by the business will be taxed in the hands of the sole trader at individual rates.

Partnership:
As a partnership is 2 or more persons trading together, it is not a separate legal entity for taxation purposes. Therefore each individual partner will pay tax at their personal rate on their share of the partnership’s profits.

Trusts:
Like partnerships, trusts are not a separate legal entity. Therefore trusts usually distribute their profits each year to their Beneficiaries. The Beneficiaries then pay tax on the distributions that they receive at their own personal tax rates.

If the Trust fails to distribute it’s profit to Beneficiaries, the trust pays tax on the profits at a flat 48%.

Bruce Williams, of Williams Courtman, is a Chartered Accountant who has developed a reputation as a leading adviser to the real estate industry and counts many of Australia’s leading agencies as clients. Bruce was previously a specialist lecturer at the University of Western Sydney and worked for many years with the Real Estate Institute of New South Wales in the development of Licensing education courses. Bruce regularly publishes articles relating to the real estate industry in Real Estate Journals and Newspapers across Australia.

