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Given the current malaise in the

global economy, and particularly

in Europe, this may seem an

illogical time to be launching the

first edition of our Inward

Investment newsletter. We beg to

differ – the worst of times cease

being so because the times are

constantly changing. Precisely

when the proverbial ray of

sunshine will appear on the

horizon we cannot know, but

appear it most certainly will.

And that’s the point. Tomorrow

always comes, and one should

always plan for it -particularly in

business. And to our way of

thinking, given the sheer size of

the European market, no business

can afford to leave Europe off its

agenda – if only because its

competitors will steal a march on

it if it does.

As you can see from our articles,

we believe passionately that the

UK is the ideal place for

businesses seeking to establish a

foothold in Europe. It’s cheap to

set up, the tax regime is generally

pretty favourable, the legal

frameworks are clear-cut and the

political situation stable – and

best of all, the UK doesn’t use the

Euro.

In this newsletter Philip Woodgate

sets out the broad framework for

corporate tax exposure in the UK

“Non-resident companies”.

The best of times, the worst of times …….

In this month's issue:

Non resident companies - Philip Woodgate

UK advantages - Amit Sharma

Employment Law - Graeme Bursack
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Amit Sharma outlines some of the

advantages of establishing in the

UK as compared with the major

Eurozone countries, and

presciently recommended London

property investment because of the

low rate of Sterling to the Euro.

Graeme Bursack pens a detailed

summary of employment

legislation in England that amply

demonstrates the comparative

flexibility of labour law in the UK

as compared with the more rigid

regimes elsewhere.

All these articles are online and

posted on our blog at

www.goodmanjones.net

We’re planning for the future. Join

with us.

Continued from page 1

Last week the question of UK and overseas
companies came up. It is an area that often starts
a conversation when international groups are
looking to set up in the UK.

A company is resident in the UK if it is
incorporated in the UK. For example, if you have
a Limited Company that you have incorporated in
England then it will be a UK resident company.

A UK resident company will be within the charge
for corporation tax on all its profits wherever the
income arises. For example, if your UK Limited
Company has sales income from customers in
Europe then these sales will be within the charge
for corporation tax.

The situation with a UK incorporated company is
generally clear and consistent, but matters do
become more complicated when considering non
UK incorporated companies that generate
income from the UK. For example, a Limited
company incorporated in Australia, but with

customers in the UK.

Can this overseas company become liable
to UK corporation tax even if it was not
incorporated in the UK?

Yes, it can.

An overseas company is chargeable to
corporation tax if it carries on a trade in the UK
through a permanent establishment. More on
permanent establishments later, but for now
please be aware that a permanent establishment
can be a branch or an agency.

Just one final point - as ever the above is a
general overview only. You’ll find there are many
circumstances in UK tax legislation where it
varies depending on the specifics. Please
consider your individual situation carefully to
avoid missing both pitfalls and opportunities.

Non resident companies Philip Woodgate

Peter Rogol
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When an overseas individual or company has
decided to set up a business in England*, they
will have considered location and logistics,
suppliers, rental or purchase of office and
production facilities, and a whole host of other
practical operational issues.

They will have considered such matters as
whether to trade via a company or branch
(although they may not know that the status of
overseas individuals working in the UK can be
different in a UK Limited company compared to a
UK branch). If operations are via a company,
they will consider whether that is a UK Limited
Company, LLP or some other special purpose
vehicle. They will have considered corporation
tax rates, capital allowance, income tax rates,
VAT, extraction of profits and double tax
treaties. But employment law is often forgotten,
and, if not handled properly, can be both time-
consuming and costly if employee relations go
wrong.

Easing the burden for business

Earlier this year the qualifying period for unfair
dismissal increased from 1 year to 2 years of
continuous employment. That means that for all
employees starting employment after 6 April
2012, the employee will not be able to claim that
their dismissal was procedurally or substantially
unfair in their first 2 years of continuous
employment.

This contrasts with other, particularly European,

jurisdictions where employers are bound by very
strict dismissal procedures and the need for
employers to justify their decision to dismiss,
once the employees fairly short probation period
has expired.

In 2013 further measures are likely to be
introduced, which will require the employee to
pay a fee for bringing a claim against their
employer. In addition, the government is
planning on introducing new rules which are
designed to give employers the power to have
‘frank discussions’ with employees. These will
be will be held outside formal ‘performance’ or
‘disciplinary’ procedures, without fear of facing
employee discrimination claims, and will
include talks on underperformance as well as
discussions over whether or not an employee
should consider retirement.

In addition, there are proposals to cut the length
of the consultation period in redundancy
situations, to speed up the whole process.

The above changes are all aimed at reducing the
‘red tape’ and easing the burden for businesses
in the current economic circumstances.

This all sound like good news for the employer?

Although employers in England will be able to
dismiss with less than two years continuous
employment without the need to give any
reasons or follow any formal procedures, they
need to be aware of other areas of the law, and
correctly follow procedures so as to minimise

Setting up in England?- don’t forget Employment Law

Continued on page 4…
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the risk of a claim.

This is because employees can claim
‘discrimination’ under the Equality Act 2010.
The act covers nine protected characteristics,
which cannot be used as a reason to treat
people unfairly. Every person has one or more of
the protected characteristics, so the act protects
everyone against unfair treatment. Notice that I
use the word ‘people’ rather than ‘employee’
here, because a claim can be brought under this
heading even before employment actually starts,
i.e. at the recruitment interview stage!

There are nine ‘protected characteristics’ where
discrimination can apply:

• Age

• Disability

• Gender reassignment

• Marriage & civil partnership

• Pregnancy & maternity

• Race

• Religion or belief

• Sex

• Sexual orientation

Looking forward

The new auto-enrolment pension scheme being
introduced by the government places additional
cost burdens on both employees and employers.
Employers need to cost these into budgets and

forecasts.

There are possibly other measures in the offing.
We are currently awaiting the governments’
response to the Modern Workplaces
Consultation. This covers the possibility of
flexible working, giving the right to all
employees, not just those with young children,
to request flexible working (either ‘part-time
working’ or ‘working from home’ arrangements).

In summary

This brief sprint through some current
employment issues shows that the government
has gone some way in reducing the burden of
‘red tape’ faced by businesses.

However, as you can see, the employer setting
up in England needs to be well briefed. Policies
and procedures need to be clearly set out and
followed. But it is also important to be properly
advised, as attention has to be paid not only to
current legislation, but also to potential future
legislation, and the impact this can have on the
UK business.

* Note – ‘England’ includes Scotland and Wales,
(but not Northern & Southern Ireland or the
Channel Islands, where employment law differs)

Graeme Bursack
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Notwithstanding, the public
euphoria post Diamond Jubilee
celebrations and the 2012
Olympics, here are the five top
reasons why the UK remains
such an attractive location to
do business;

1. Reputation and economic
stability

The UK has a long established
trading history and worldwide
reputation built on strong
ethical business standards
and commercial acumen.
Whilst the global downturn has
stunted economic growth,
compared to the rest of Europe
with economic unrest,
bailouts, mass unemployment
and threats of contagion, the
UK appears positively bliss.

2. Company formations

Incorporating a company in the
UK could not be easier. For a
nominal cost and with a
minimum share capital of a
humble £1, a company can be
incorporated with UK
Companies House following a
few clicks on-line. Contrast
this with Germany; minimum
share capital EUR25,000,
Italy ; EUR10,000 and Spain
EUR3,000 for a private limited

company, not to mention the
extra regulatory and
administrative burden.

3. Corporation tax rates/tax
incentives

Tax will always be one of the
deciding factors in
establishing the attractiveness
of the UK. With the main rate of
corporation tax currently at
24%, falling to 23% from 1
April 2013, UK Ltd enjoys one
of the lowest tax rates
compared to its main European
competitors; Germany, France
and Italy all have corporation
tax rates in excess of 30%. The
UK tax system also offers a
wide range of tax/financial
incentives including tax
treaties with the sole purpose
to attract foreign investment.

4. Infrastructure and
communications network

UK offers a world class
transport network linking
mainland Europe and the rest
of the world and in Heathrow
boasts one of the busiest
airports in the World. The UK
also has an extensive
broadband market and one of
the strongest IT infrastructures
in the world.

5. Low asset valuations/
favourable exchange rates

Cash rich foreign investors
continue to benefit from
depressed property valuations
post the September 2008
crash. Coupled with the fall in
Sterling against other
currencies, has there ever
been a better time to invest in
the UK London property
market?

Anyone for UK Limited?

Amit Sharma
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