GUIDE TO STARTING A

BUSINESS

IN THE UNITED KINGDOM




INTRODUCTION

This guide has been written to answer the most frequent questions we
receive from international businesses considering starting a business
in the United Kingdom.

You will find practical guidance on topics such as setting up legal entities,

dealing with taxes, and applying for visas. The information in this guide

has been compiled with knowledge acquired during the many years we
have been helping international businesses get started in the UK.

We hope you find this guide useful, and if you have any questions, we
are here to help.

The Axada Team

\ \

UK Number: US Number:
+44 (0) 20 3000 6776 +1 8333133170

info@axadaglobal.com




WHY INVEST IN THE UNITED KINGDOM?

The United Kingdom offers a highly competitive and business-friendly environment, making it
an attractive destination for investors. It boasts a robust economy as the fifth largest by GDP
and maintains strong global trade links. The UK is known for its innovation and leadership in
various sectors, including finance, technology, and healthcare. Additionally, the government
provides favourable policies and incentives to support foreign investment and business growth.

According to the Global Competitiveness Report (GCR) by the World Economic Forum, the United
Kingdom ranks favourably for its robust economic framework and innovation prowess across key
sectors, maintaining a strong position in international competitiveness.

As home to some of the world's leading educational establishments and research facilities, the
United Kingdom has a good supply of highly skilled labour.

The UK Government is committed to maintaining a competitive tax regime within the G20. The
current corporation tax rate of 19-25% underscores continuous efforts to strengthen the appeal
and support for businesses worldwide.

London is considered as the financial capital of the world and businesses have the option of
raising capital though UK markets.

The Global Innovation Index (Gll) by WIPO regularly ranks the United Kingdom as a leader in
innovation, thanks to its strong performance in research, development, business activities, and
educational infrastructure.

The United Kingdom has an extensive broadband and ICT infrastructure and one of the strongest
in the world.

The United Kingdom has fully integrated airport, seaport, railway and road transport links to
locations all over the world. Fast connections to Europe make the UK the perfect location.

The British government emphasises clearly:

“The UK is open for business!”




WHAT BUSINESS STRUCTURE
SHOULD I CHOOSE?

The UK has a legal and regulatory framework that international companies

need to be aware of when coming to the UK. The type of business structure

you choose will depend on your goals for entering the UK. The most common
structures that international businesses use are:

Limited Company Representative Office




LIMITED COMPANY
(SUBSIDIARY)

Most companies set up a limited company because it offers many advantages and facilitates
the growth of the business in the long run. Customers and suppliers prefer to deal with local
companies, and the quickest and simplest entity type that can be set up is a limited company,
requiring only £1 capital investment. It is not necessary to file the parent company accounts
publicly on Companies House, which is a requirement when filing branch accounts. Depending
on the size of the company or group, an audit of the annual accounts may be obligatory for
limited companies.

REPRESENTATIVE
OFFICE

When testing a new market, multinational companies sometimes use a representative or a
local agent. Often employees work from a home office which can have tax consequences in
the UK. Depending on the activities carried out, this may create a taxable presence, where
compliance obligations need to be met. It is important that inter-company agreements and
contracts reflect the economic reality of the business functions. A registration may still be
needed at Companies House and HMRC.

BRANCH

The main difference between a subsidiary and a branch is that a subsidiary is a separate legal
entity from the parent company, whereas a branch is legally the same entity. This potentially
exposes the parent company to litigation as they are one legal entity. Just like a limited
company, a branch will be registered at Companies House, but a branch is more complicated
to set up and substantial information is required from the parent company.



WHAT COMPLIANCE IS

REQUIRED?

No matter which of these structures is used annual compliance will be
necessary. Each year private limited companies must prepare and file:

e full ('statutory’) annual accounts and annual confirmation statement at Companies House

® 3 Company Tax Return with HMRC

® Aregister of persons with significant control is required to be kept up to date

Most information filed at Companies House is available to the public.

Annual accounts need to be filed 9 month after the year end and the tax return is
due 12 months after the accounting year end. The tax payment is due 9 months

and 1 day after the year end.

What Compliance Requirements

Are There for Branches?

Branches also need to be registered at
Companies house and in most cases
overseas parent companies are required to
file annual accounts at Companies House.

An overseas company should also notify
Companies House of any changes to
the original information delivered for
registration as and when changes occur.

What About Taxes?

The UK Government is committed to being
a competitive tax regime and has reformed
the corporate tax system to make it more
attractive to international businesses.

Corporation Taxes in the UK

The UK has flexible and competitive rules for
taxing the profits of multinationals - including
a modernised Controlled Foreign Company
(CFC) regime - as well as an extensive treaty
network, making the UK an attractive location
for headquarters, regional holding companies
and global or regional business hubs.

UK incorporated companies and companies
that are managed and controlled from the UK
are liable to pay corporation tax in the UK on
their worldwide profits. Other companies will
be liable to corporation tax on trading profits
derived from UK permanent establishments
and UK sourced income.



VALUE ADDED TAX

Businesses who plan to trade in the UK should consider the implications of Value Added Tax
(VAT) from the outset, as VAT can often get complicated.

WHAT IS THE REGISTRATION THRESHOLD IN THE UK?

All businesses who make taxable supplies in the UK must register for VAT once they exceed
the annual registration threshold.

WHAT DO OVERSEAS TRADERS NEED TO CONSIDER?

For overseas traders, even if they are non-resident, the obligation to register can take effect in
different situations and is often triggered by the first sale.

It is important to register at the right time, because if a company registers for VAT late, HMRC

will still expect to receive VAT on sales from the date that the business should have registered
for VAT, which would significantly reduce their profit margin.

IS AVOLUNTARY REGISTRATION POSSIBLE?

There is an option to register for VAT voluntarily and many small or new companies do this to
gain credibility with suppliers, to reclaim input tax, and also to avoid missing the compulsory
registration date.

Once registered, VAT is charged on sales (outputs) at the current VAT rate is paid to the tax
authority (HMRC) net of any VAT that the business paid on purchases (inputs). In some cases,

a refund may be due.

However, voluntary registration is not always possible. Eligibility for VAT registration should be
assessed before submitting a VAT application.

Axada can assist businesses to assess when a VAT registration

obligation arises and take care of the application process.




HOW CAN 1

IMPORT INTO THE UK?

Before you can start to import goods into the UK, you will need to register as an importer with
the UK tax authority. This will normally require a VAT registration, so that import VAT can be
reclaimed. An EORI number is also needed for importing goods into the UK.

TRIAL IMPORT

Businesses often test new markets by importing their products and using sales agents, before
deciding whether to expand operations into a new market. If goods are stored in the UK a VAT
registration may be needed.

Axada specialises in advising on cross-border VAT issues.

We would be pleased to answer your questions.




WHAT DO I NEED TO KNOW IF

I TAKE ON EMPLOYEES?

UK Immigration Laws

Employee Withholding Taxes -

Pay As You Earn (PAYE)

The legal requirements in the UK are
employer-friendly, but strict rules apply. It

is a legal requirement for all employees to
have employment contracts, although these
can be in a very simple format. There are
some minimum requirements as to what an
employment contract should contain. The
basic information includes information such
as job description, rate of pay, working hours,
holiday entitlement, notice period, as well as
health and safety clauses and disciplinary and
grievance procedures. In the UK, employers
must pay minimum wage, and these rates
vary depending on the age of the employee.
For any matters regarding work permits and
employment issues with which we cannot
assist directly, we will put you in touch with
our specialist legal contacts in the UK.

Rules on Pension Schemes

The UK regulations say that most employers
must now provide work-related pension
schemes to all qualifying employees in order
to pay the contribution.

As an employer, you normally have to
calculate income taxes due on your
employees’ pay. PAYE is HM Revenue

and Customs’' (HMRC) system to collect
Income Tax and National Insurance from
employment. When paying your employees
through payroll, you need to make
deductions for PAYE taxes and report these
to HMRC before the payment is made to your
employees. Employers also pay National
Insurance contributions in addition to the
employees’ National Insurance contributions
deducted from their employees’ pay. Foreign
companies sending employees to work in the
UK may need to register for a PAYE scheme.
For further guidance, please contact our team
for advice.

Using Subcontactors or Agents

Instead of employing people immediately,
some businesses start by using agents or
subcontractors in the UK. Advice should be
sought to ensure that it is not necessary to
deduct taxes at source.



SENDING EMPLOYEES TO

WORK IN THE UK

To work as a foreigner in the United Kingdom, a work visa such as the Skilled Worker Visa is
required, along with a confirmed job offer from an approved employer and a salary that meets
the minimum requirements. English proficiency must be proven through a test like IELTS, and
sufficient financial resources are necessary. Additionally, a National Insurance Number must
be applied for. For certain professions, recognition or registration may be required. Payment of
the Immigration Health Surcharge is also necessary. These requirements may vary depending
on the visa and individual situation.

WILL INTERNATIONAL EMPLOYEES WORKING IN THE
UK BE TAXED TWICE?

Sometimes earnings paid to internationally mobile employees on short term contracts can be
exempt from UK PAYE taxes if the employee remains on the foreign payroll and the exemption
is agreed with HMRC. Such arrangements may have additional reporting requirements and
special conditions. There are also other tax advantages for seconded employees, who stay in
the UKfor short periods. Employers can make tax free payments to seconded employees which
include trips home, temporary accommodation and living allowances. Such arrangements
may have additional reporting requirements and special conditions. Please contact us for
further information.




FINDING

EMPLOYEES

Attracting and keeping good employees in a competitive market can often mean having to
offer desirable perks as part of the package. Whether you advertise a position yourself or use
a recruitment agency, most positions come with some additional employment benefits. We
can advise you on planning a remuneration package and organise a benefits provider to put
together a tailored benefits package. We manage the entire process and ongoing compliance
so that you do not need to spend time dealing with it. Usual benefits would include:

Private Medical

Childcare VoucherS/‘ \ Flexible Working

How to Attract the
Best Employees to

‘Your Busmess"
= i

Gym Membership \ / Extra Holidays

Employee Share Schemes

Axada can advise you on planning a remuneration package and organise a benefits

provider to put.




INSURANCE

AND BANKING

TYPES OF INSURANCE PLANS

Insurance against certain risks is compulsory in the UK. As soon as you employ staff, you
must take out employers’ liability insurance. This is the main insurance protection. Below you
will find an overview of insurances:

Liability Insurance
such as employers' liability, public and products
liability, professional services liability and
internet security insurance.

Buildings and Asset Insurance

to cover office buildings and contents, such as
computer equipment, stock, cash and fraud.

Other Insurance

includes motor and legal expense
insurance.

Employee Insurance

such as personal accident, travel and private
healthcare.

OPENING A BANK ACCOUNT

The first thing most new businesses will need to do is set up bank accountin the UK. This is often
a lengthy process and can take up to 6 months due to stringent due diligence requirements
and money laundering regulations.

YOU SHOULD EXPECT TO PROVIDE MANY DOCUMENTS TO OPEN A BANK ACCOUNT

. Application Mandate . Ownership
“|a_ Details of company Authority for - 990 Company registration
k - activities and . AoX signatories to the k certificate &

ownership account ownership chart

Identication Bank statements

. Address &ID / J— Copies of personal
k /é verification for directors, | . | =g or parent company

PSCs & Owners bank statements

Our dedicated team can help you with opening a bank account and finding an

insurance broker for your new business.




Before you start to search for an office you should make a list of the main requirements. This
will help estate agents and office brokers determine what is suitable. Large cities in the UK have
a variety of different office options, starting from a virtual office to shared open plan spaces for
start-ups and large office buildings and warehouses. Most companies will lease office space in
the UK and the main terms are always open to negotiation.

Here are some key factors to consider. Please contact us if you need further assistance and we
will put you in touch with professionals who can help you make the right choices.

Periodic rent reviews; Rent free periods Inducements may be
rent increases are are often used as an paid as a cash benefit
typically every 5 years incentive at the start of a lease

but can be negotiated

Length of lease and Repair liabilities can Other considerations include

break clauses should add substantially to rateable values, service
be carefully considered the cost charges, VAT, stamp duty,

for new businesses registry fees, utility costs
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Axada supports start-up businesses, growing companies
and international corporations expanding to the UK, with a
comprehensive package of professional services to help them
make their venture a success.

Our dedicated team will be pleased to assist you.

S UK Number: +44 (0) 20 3000 6776
L US Number: +1 8333 133 170
info@axadaglobal.com

& www.axadaglobal.com

JN AxADA

GIVING YOUR BUSINESS

THE EDGE!



