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Advantages of setting up business in the UK

© New Companies:

© No minimum capital;

© No capital duty;

© No permission;

© Qverseas directors;

© 1 director;

© 1 shareholder;

© Fast and cheap establishment.
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Advantages of setting up business in the UK

© Limited Liablility Partnerships:

© Tax transparency:;
© Limited liabllity.

© Reduced bureaucracy — Companies Act 2006.

© Privacy — Transfer of data from EEA to Canada.

Marrineas (O



-

Advantages of setting up business in the UK

© Financial incentives:

© Capital allowances;

© Low rates of tax for companies;
© Grants;

© Incentives — local tax holidays.

© UK —the gateway to the EU.
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Legal Check List

©

©

©

©

©

©

©

©

©

©

©

Trading with or in the UK
Corporate;

Commercial; - Outsourcing
Consultants

Agents

Distributors

Employment; - Secondment Agreements

Immigration;
Real Estate;
Tax;
E-commerce.
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Legal Check List

© Privacy,
© |ntellectual Property;
© Regulatory.
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Legal Structure

© Choices:

© Subsidiary or branch;
© Company or LLP;
© Private or Public Company.

© Regulation:

© Registration;
© Filings;
© Authorisation of certain names and businesses.
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Legal Structure

© (Governance:

© Memorandum of Association;
© Articles of Association;

© LLP Members Agreement;

© Joint Venture Agreement.
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Making the Choice

© Considerations:
@ Financing; - Share/Loan, Money Raising, Thin
Capitalisation
© Costs;
© Management empowerment;
© Tax;
© Business Development JV’s;
© Protection of IP.
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Doing Business in the UK and Europe

@ Synergy between Canadian and UK/EU business:

© Tax;
© Labour Law;
© |P.

@ Only Fasken Martineau can advise on both Canadian
and English law.

Marrineas (O



-

Doing Business in the UK and Europe

© Industry Specialities:

© Life Sciences;
© Technology;,
© Energy,

© Publishing;

© Qutsourcing.

© You can consult our English lawyers in Canada.
© Video Conferencing.
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Doing business in the UK
Accounting and tax issues to consider

« IFRS and UK GAAP
« Corporate taxes

« Repatriation of profits
e Indirect taxes

» Personal taxation

« Payroll taxes



Accounting and company tax issues

Kaye Bland
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Introducing the UK as a place to do business

 Position of UK in the world economy

e Structure affects operation of business
- Subsidiary company, branch?
- partnership, LLP?
- rep office?

e OQverview of iIssues to consider — Pathfinder service
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PwC Pathfinder
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Accounting requirements for UK branches and companies

« Filing requirements depend on business presence
« Companies House

 IFRS — public companies since 1 January 2008
« UK GAAP

« Canada will adopt IFRS 2011 onwards
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Corporate taxes
Who is liable and what will they pay?

« Corporation tax is main tax levied on company/branch profits

« UK resident company is liable to tax on its worldwide profits and chargeable
gains

« UK branch is liable to tax on trading income/chargeable gains from UK
activities only

Taxable profits Rate of CT (financial year 2009)
Full rate 28%

Small company rate (Up to £300,000) 21%

Marginal rate (between £300,000 and £1.5m) 29.75%
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Corporate taxes
What is taxed?

« Taxable profits principally includes income from trading profits,
rental and investment income, deposit interest and capital gains

« Taxable profits are adjusted to take account of expenditure not
iIncurred “wholly and exclusively for business purposes”

e Loss relief rules

« R&D tax credit scheme
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Repatriation and financing costs

 Structure:
- Subsidiary financed by capital injection or debt?
- Treatment of Intercompany loans

« Repatriation of profits
- via dividends, loan interest, management charges?

 Deductibility
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Dividends

 Currently:
- UK dividends received by UK shareholders not taxable

- Foreign dividends received by UK shareholders taxable but relieved

through DTR claim
- UK dividends paid to overseas shareholders are exempt from
withholding taxes (WHT)

« Major changes to taxation of foreign profits from July 1, 2009
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Interest

« “Debt cap” being introduced
« Impact on group level as deductibility of net financing costs will be restricted
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Transfer pricing

e Deductibility of interest or management charges affected

« Key issues to consider:

- Legislation captures all intercompany transactions including UK-UK
transfer pricing

- Transfer pricing of debt (thin cap) included in domestic legislation but no
‘safe harbour’ ratios published therefore open to negotiation

- Current economy impacting availability of comparables etc
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Corporate taxes
Administration

« Small companies pay tax annually, within 9 months of accounting period end

« Large companies pay tax quarterly, beginning 6 months after accounting
period starts

« Corporate tax return filing deadline 12 months after accounting period ends

« Tax audit window open for 2 years after accounting period ends
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Indirect taxes
Value Added Tax

e VAT system essentially similar to the rest of EU

« Charged on supply of goods or services made by a ‘taxable person’ although
some supplies are exempt
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Overview of the corporate tax environment

* UK still competitive Total Tax Contribution
e 17th per PwC Total Tax review TTC as a % of turnover
%o
 Other territories are moving towards United Kingdom 17.9
Increases in personal tax/social Belglum 18.9
security/VAT rates Canada 223
Australia 17.5
South Africa 16.8
Netherlands 23.4
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Personal and employer tax considerations

Suzanne Peever
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Personal taxation
Know your tax status!

« System for taxing individuals moving to the UK is different from many other
jurisdictions
« Based on three concepts of

- residence

- ordinary residence; and
- domicile

« Taxed on worldwide income if individual is resident AND domiciled in the UK

« Taxed on remittance basis if resident but NOT domiciled in UK
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Personal taxation
Income tax, capital gains tax, inheritance tax

« Income tax rates: currently top rate is 40%

- Budget 2009 proposed increase 50% with effect from April 2010, for
those earning over £150,000 per annum

- Also restrictions on pension tax relief and personal allowances

 Capital gains tax rates: currently 18%
- As with income tax, individual liability depends on domicile

* Inheritance tax
- Location of assets is important for non-domiciles
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Personal taxation
Remittance basis

« Non UK domiciliaries do not pay UK income tax or capital gains tax on non
UK income or gains.

 Not ordinarily resident individuals do not pay UK tax on income relating to
non UK workdays as long as this income is paid and maintained outside the
UK.

BUT

e Individuals who claim the remittance basis of taxation, either on non UK
Investment income or non UK workdays income will lose the right to the UK tax
free personal allowance.
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Personal taxation
Remittance basis

AND
e Individuals who have been resident in the UK for at least 7 of the last 9 years.

« Individuals who claim the remittance basis of taxation, either on non UK
Investment income or non UK workdays income are subject to an additional
£30,000 per annum levy (per spouse).

« Can elect to pay tax on worldwide income in either case to avoid penalty
provisions.
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Personal taxation
Planning ahead for your employees

 Impact of recent changes
- Cost of moving expatriates into UK will need to be carefully considered
- Contracts should be reviewed — equalization calculations could be
affected by the changes

« UK tax year for individuals starts on April 6 — administration complexity for
Canadian personal tax returns

« Opportunities to structure assignment contracts to take advantage of certain
reliefs
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Employer taxes

UK employers operate a payroll tax system known as ‘Pay As You Earn’
(PAYE)

« Employer is responsible for accounting to HMRC for the full amount of
Income tax and social security contributions deducted from employee pay
packets

« Employer also responsible for Employers social security contributions
 Social security agreement in place between Canada and the UK

« Administration requirements — can be outsourced

» Watch strict requirement for PAYE on short term business visitors
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Contacts

Randy Bella

Suzanne Peever

Kaye Bland

Melanie McGowan

Doing Business in the UK
PricewaterhouseCoopers LLP

randy.r.bella@ca.pwc.com
+1 403 509 7587

suzanne.d.peever@ca.pwc.com
+1 403 509 6377

k.bland@ca.pwc.com
+1 403 509 7595

melanie.mcgowan@uk.pwc.com
+44 207 213 1519
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Thank you.

For more information, please see:

http://www.pwc.co.uk/pdf/accounting_briefing_may 2009.pdf
http://www.pwc.co.uk/eng/publications/uk _pocket taxbook 2009 2010.html
http://www.pwc.co.uk/pdf/budget_summary 2009.pdf
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Banking in the UK
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Presentation outline

& Choosing a bank

& Banking services

& Account opening

& Responsibility of the bank
& What you should do

& HSBC Contact

HSB71896
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Choosing a bank

& Company’s bank may not be represented in the UK

& Ifitis:
& It probably will not have a branch network

& Services likely to be limited

& Will usually introduce a UK ‘big five’ if asked
& Barclays
& Lloyds (including HBOS)
& HSBC
& Royal Bank of Scotland (including Nat West)
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Banking services

& Most foreign companies will be surprised at the range of services provided by British
banks

& BUT which are important?

Business Current Account

Receipts and payments

Internet or PC banking

Euro and other currency accounts

Foreign exchange

Cash management

Business card

Borrowing including factoring, leasing, business mortgages

R R R R R R R R R

Business protection (Insurance)
& Assets
& Bad debts
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Employee services

& Key executives
& ‘Premier banking’
& Mortgages
& Credit cards

& Employee benefits packages
& Stakeholder pensions
& Car leasing
& Health insurance
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Account opening

& Account of foreign company or UK subsidiary?

& Documents required
& Application Form including instructions to bank (e.g. statement date)
& Mandate
& Company registration
& ldentification of individuals
& Foreign residents permitted
& Certified copy of passport/national identity card
& Certified copy of separate proof of address such as utility bil
& Three months bank statements if a new business
& Three months bank statements of company or parent if already banking elsewhere

& Bank references may be required

HSBC <»
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Information required

R R R

Name and registered/trading address(es) of the company requiring an account
Name and registered/trading address(es) of parent company (if any)
Website address(es)

Legal status and country of registration of the company requiring an account (e.g. sole trader, UK
Ltd., Dutch BV, USA C Corporation)

Details of ownership of the business requiring an account including any person with an ultimate
interest of 25% or more - which may be through a holding in an ultimate parent company. (e.g.
shares in a Group Holding Company).

Nature of business and products/services sold - please be specific (e.g. 'Mail Order business'is
insufficient).

Why is a bank account in the UK required?
Type of service required and in what currency

Projected annual turnover of UK business and details of the type, frequency and size of
transactions we can expect to see over the account.

Your current (business) banks both overseas and in the UK (if applicable).

HSBC <»



Account opening

& Responsibility of bank
& Money laundering regulations
& ldentify certain signatories to an account
& Understand ownership
& ldentify beneficial owners of business

& Understand who might ‘influence’ a company
& Policy of bank

& Public policy

HSB71896
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Certified?

& Witnessed by and copied by staff of bank in UK
& Witnessed by and copied by staff of bank in overseas branch
& Witnessed by a lawyer or attorney

& Witness should date and sign documents marking them ‘original seen’
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What should You do?

& Have a general understanding of:
& Banking services available to companies in the UK

& Account opening requirements
& Involve UK early in discussions

& Ensure that you are dealing with the most appropriate contacts at the bank
& Existing customers through their Relationship Manager
& Non customers through Inward Investment Team in London

& Local assistance and advice if required

& Never be afraid to seek advice
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Banking with HSBC Bank plc

& Group founded in 1865 in Hong Kong, Shanghai, London and San Francisco
& Over 9,500 offices worldwide — 1,700 in UK

& 330,000 employees in 86 countries & territories

& Total Assets $2,53bn as of 31 Dec 2008

& Profit (pre-tax) $9.31bn to 31 Dec 2008

& Listed London, HK, NY, Paris & Bermuda

& 200,000 shareholders in 100 countries & territories

& 128m customers worldwide (46m e-customers)
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Banking with HSBC Bank plc

& ‘Britain’s most admired bank’

& Over 160 Commercial Centres

& A dedicated business banker in every branch
& Specialist teams

& Banking to suit you

& www.hsbc.co.uk/business

HSB71896
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HSBC Contacts

Nick Stephens

Senior Manager Inward Investment

Email: nickstephens@hsbc.com
Web: www.hsbc.co.uk/business
Fax: +44 (0)207 992 4810

Tel: +44 (0)207 991 3707

Les Jones

Manager,

International Banking Centre

Email: inwardinvestmentuk@hsbc.com
Web: www.hsbc.co.uk/business

Fax: +44 (0)207 992 4810

Tel: +44 (0)207 991 9773

HSB71896

Sarah McCourtie

Manager Inward Investment

Email: sarahmccourtie@hsbc.com
Web: www.hsbc.co.uk/business
Fax: +44 (0)207 992 4810

Tel: +44 (0)207 991 8515

Anne Marnat

Manager Inward Investment,

Email: annel.marnat@hsbc.com
Web: www.hsbc.co.uk/business
Fax: +44 (0)207 992 4810
Tel: +44 (0)207 992 1638
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