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What should | do first if | am thinking of
starting a business in the UK?

Take proper professional advice from a firm that is

able to:

e Advise and assist on all of the matters you need
to address in order to establish and manage your
business in the UK.

e Assist in the creation of systems and processes to
control the business and provide timely
management information.

What factors influence the decision on
the type of structure to use?

Choosing the right structure is dependent upon your

circumstances and intentions. You need to consider:

e Whether you will be selling goods and/or services
to UK companies and individuals.

e UK legal and regulatory requirements.

e The tax implications for your intended business.

e The short, medium and long term plans for the
business including the ultimate exit strategy

What forms of structure can be used?

Limited company (private or public)
Limited Liability Partnership (LLP)
Partnership

UK branch office

Sole trader

Will your UK business have to pay tax in
the UK?

Assuming there is income generated in the UK and the
business is established as a commercial venture with
a view to making profits, it will be liable to taxation in
the UK. Tax payable, rates of tax and timing of tax
payments depend upon the structure of your
organisation.

For most companies, corporation tax is payable at
20% or 26% (25% from 1 April 2012). This is
dependent upon a number of matters, including profit
levels and the number of associated businesses
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worldwide. Tax is normally payable nine months and
one day after the end of the accounting year. Where
profits are substantial, companies may be required to
pay tax in quarterly instalments. For sole traders,
partnerships and LLPs the rules are more
complicated. Income tax is payable at the individual
participants’ personal rates and may be up to 50%.
Tax is payable in instalments generally in January and
July of each year.

The UK earner of profit will also need to be careful to
ensure that such profit is assessed on an arm’s length
basis. UK Transfer Pricing rules should also be
considered.

What accounting records will need to be
maintained?

The Companies Act 2006 requires that a limited

company keeps records that:

e Show and explain the transactions undertaken.

« Are adequate for the calculation of profits/losses
and assessment of the state of your company
affairs at any time.

The requirements for unincorporated entities, such as

partnerships and sole traders, are less stringent but

will be affected by other legal requirements, such as

VAT legislation. You may maintain the records

yourself or engage someone to deal with this for you.

What are the accounting and audit
requirements?

¢ Incorporated entities such as limited companies
and LLPs must prepare annual accounts and file
them with Companies House where they are
available for public inspection. Such accounts
must be audited unless the entity qualifies for the
exemptions available.

¢ For unincorporated entities, such as partnerships
and sole traders, there are no statutory
requirements other than to report profits and
losses to the UK tax authorities. There is no
statutory audit requirement for such accounts.

How can your business be funded?

Depending upon your business structure, needs and

plans, it can be funded by:

e« Equity provided by you or by other investors.

e Debt provided by you or other lenders such as
banks and asset financers.

e A combination of equity and debt.

e The terms and functional currency of the funding
should be considered carefully. In addition there
are government and local area initiatives, as well
as EU incentives that may provide some level of
funding support.
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How do | open a bank account?

You may be able to arrange this with your current
bankers using their local representatives. All of the
banks have their own specific requirements for
documents to be completed and presented on opening
accounts. In addition to the completion of any required
forms, at the very least, the bank will require sight of:
e Forincorporated entities, the Certificate of
Incorporation, the Memorandum and Articles of
Association as well as personal identification for
the controlling directors and proof of their
residential addresses.
¢ For unincorporated entities, personal identification
and proof of residential address for the controlling
individuals.

What do | need to do if | require staff in
the UK?

¢ You may second staff to the UK. You will need to
consider whether, in all the circumstances, they
have to pay income tax and national insurance in
the UK or whether available exemptions and
reliefs apply.

e You can employ staff and pay them through a pay
as you earn (PAYE) scheme, registered with HM
Revenue & Customs, which covers income tax and
national insurance due.

¢ You will need to take appropriate advice to ensure
that you meet the UK rules covering:
= “Employers’ and employees’ responsibilities

and rights.
= Preparation of employment contracts.
= Employer’s liability insurance.

You can operate a PAYE scheme and pay staff

yourself or engage a bureau service to deal with this

for you.

Will | need legal advice?

You may need to take specific professional advice in
connection with:

e Your terms of business with clients.

Employment contracts with staff.

Contracts with suppliers.

Leasing or purchase of property.

Partnership, joint venture or shareholders
agreements.

e Inter-company agreements.

Do | have to register for VAT?

You are legally obliged to register for VAT if your
turnover exceeds £73,000 in the last twelve
months. VAT is chargeable on supplies made at
varying rates dependent upon the nature of the
supplies made, with the main rate at 20%. You will
then be required to submit period returns to HM
Revenue & Customs and to account for the net
amount of tax charged to customers less tax you
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are charged by your suppliers.

e You may choose voluntarily to register for VAT if
your turnover is below this level and this will
enable you to reduce your costs by recovering tax
charged by your suppliers.

There are a number of complexities arising from the
nature of the business, whether supplies are made
customers inside or outside the UK, and special
schemes are available, therefore appropriate
specialist advice should be sought.

Is there anything else?

Further detailed information is given in the HLB (UK)
Ltd Doing Business in the UK, which can be found on
the HLB International website (www.hlbi.com), or from
the various regulatory bodies such as HM Revenue &
Customs (www.hmrc.gov.uk) and Companies House
(www.companieshouse.gov.uk).

Disclaimer:

This brief summary information provides an indicative guide
only and is not a substitute for obtaining specific
professional advice and no representation or warranty,
expressed or implied, is made as to its accuracy or
completeness. You should consult a Menzies LLP
representative before taking any action based on the
information contained herein and it is recommended that
appropriate overseas advice should also be separately
sought. The tax rates, thresholds and time limits referred to
are correct at the date of publication (August 2011) but may
change over time.
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