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Activity 1: Sole trader video answers
[bookmark: _heading=h.bzbwgg54rgjf]Watch the video (https://vimeo.com/1191089660/1f423431df). Based on this, identify the characteristics of working as a sole trader. 
Ownership: 
· The business is owned by one person. There is no legal separation between the owner and the business.
Control/Decision making: 
· The owner has full control over all decisions, such as pricing, working hours, holiday schedules and the type of work undertaken.
Finance: 
· The sole trader is personally responsible for all business expenses, such as rent, stock, equipment and utilities, and these must be paid out of business income before profit is calculated.
· Sole traders do not have a typical salary. Instead, they take money out of the business’ profits which is referred to as ‘owner drawings’.
Workload: 
· Workload is usually high because the owner handles most or all tasks (e.g., administration, marketing, operations, customer service).
· Long working hours are common, especially when trying to minimise costs by not outsourcing.
Employee requirements: 
· If they employ staff, they must meet legal obligations such as providing contracts of employment, paying at least the National Minimum Wage and ensuring workplace health and safety.
· They have employee considerations such as pension auto-enrolment, sickness, and holiday entitlement.
· They must operate payroll, deducting Income Tax and National Insurance contributions through PAYE, and submitting this information to HMRC. They can outsource this task to someone else.
Tax, National Insurance and VAT:
· Sole traders must register with HMRC and complete an annual self-assessment tax return. They can pay an accountant to complete this for them.
· They pay income tax and National Insurance on business profits.
· They may need to register for VAT if their taxable turnover exceeds the VAT threshold.
Liability: 
· Sole traders have unlimited personal liability, meaning the owner is personally responsible for all business debts.
· Personal assets (e.g., home, car) can be used to settle business liabilities.
· The owner may be personally liable for negligence or accidental harm caused during business activities.	
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