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Introduction:
 When starting a business in India, one of the most 
important decisions is choosing the right business 
structure. Two common options are Private 
Limited Company and Sole Proprietorship. At 
Taxlegit, we help entrepreneurs make the right 
choice based on their business needs. This guide 
explains the differences between these two 
structures and also gives a quick insight into 
Public Ltd vs Private Ltd companies.



● A Private Limited Company has separate legal identity from its owners (shareholders). Liability is limited to the amount invested in 
shares. This means personal assets are protected.

● Compared to Public Ltd vs Private Ltd, in a Private Ltd company, shares are not traded publicly, and ownership stays limited to a 
few individuals.

Private Limited Company vs Sole Proprietorship: Key Differences

1. Ownership and Liability

○ A Sole Proprietorship is owned and managed by a single person. The owner is personally liable for 
all debts and legal issues.

●
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Compliance and Taxation

● Sole Proprietors have minimal compliance requirements. They only need to file income tax returns and maintain basic records.

● A Private Limited Company must follow various regulatory compliances, such as filing annual returns with MCA, maintaining statutory registers, conducting board 
meetings, and getting audits done.

● However, Private Limited Companies are taxed at a fixed corporate rate, which can sometimes offer tax planning advantages. On the other hand, a Sole Proprietor is 
taxed as an individual, with slab rates applicable.

● When comparing Public Ltd vs Private Ltd, the public company has even more compliance, including SEBI regulations and public disclosures
○ Growth and Funding

i. Raising funds is difficult for a Sole Proprietor. Banks and investors consider it riskier due to the lack of legal separation between business and 
owner.

ii. A Private Limited Company attracts more investors, as it offers shareholding, transparency, and limited liability. Startups aiming for scalability often 
choose this structure.

iii. In terms of Public Ltd vs Private Ltd, a Public Ltd company can raise funds from the general public via stock exchange, whereas Private Ltd 
companies raise capital from private sources only.

Conclusion:
 Choosing between a Private Limited Company vs Sole Proprietorship depends on your business vision, scale, and compliance readiness. Sole proprietorships are ideal for 
small businesses and freelancers. Private Limited Companies are better for startups, growing businesses, or ventures looking to attract funding.

At Taxlegit, we provide expert guidance for both business models and help you register your company with ease. Whether you're comparing Public Ltd vs Private Ltd or 
deciding between a sole proprietorship and private limited company, we’re here to make the process simple and hassle-free.
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