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Know and understand your business

Pros and cons of the
different legal entities

Many times people are told to establish

businessesbecausethey havegoodideasor

vision, but no one ever tells them about the

administration side of things, on how to

register the business and get it up and run-

ning. The different types of legal entities

i nclude :

Sole proprietorship: You are a sole trad-

er and not registered with the Company

and Intellectual Property Commission

(CIPC). All your assets and liabilities a re

the same, they will not be separated.

Adva nt ages

■ The business is simple to organise.

■ The owner is free to make decisions.

■ The owner receives all the profits.

Dis advantages

■ Unlimited liability.

■ No perpetual succession.

■ The proprietor assumes all risk.

Pa rt nersh ips : The partners do share

risk and rewards, so each partner has a

stake inthe business.There mustbe apart-

nership agreement in place.

Adva nt ages

■ Easy to administer.

■ It has a definite legal status.

■ The partners can stand in for each other.

Dis advantages

■ Unlimited liability for partners.

■ No perpetual succession.

■ No transfer of ownership.

C ompa n ies : (public and private): Th is

type needs to be registered with the CIPC.

P ublic: There is no limitation on maxi-

mum shareholders, but there is a mini-

mum of seven. Shares are offered to the

pub l ic ; information is known to the public.

Private: The shares are not offered to the

pub l ic. It does not have to make informa-

tion available to the public.

Adva nt ages

■ A public company  can issue shares to

the public to raise capital.

■ Shareholders are not liable for debts .

■ The transfer of ownership is easy.

Dis advantages

■ Challenges with quorum.

■ Lack of efficiency.

■ Lack of accountability.
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