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Forewords

Dr. J. Bhagwati
High Commissioner for India to the United Kingdom
The Confederation of Indian Industry (CII) and the India Business Forum UK
deserve our congratulations for commissioning the first survey on Doing
Business in the UK. We congratulate Deloitte for conducting this important
survey and publishing the findings to coincide with the visit of the CII CEO
delegation. I find the title of this report “Eyes Wide Open” very apt considering
the many opportunities in the UK. I am confident that this report will help
strengthen India’s economic partnership with the UK as it will help in the
understanding of local business and market practices. This report will be helpful
for new players who want to venture into the competitive British market.
Further, the experience of successful Indian companies and the challenges
they have overcome to establish themselves in the European markets, in the
face of strong international competition, would be useful for others. I would
like to thank the CEOs of the Indian companies for sharing their experiences
for this study and I am confident that this report will be highly appreciated
by chambers of commerce and industry.

Michael Boyd
Managing Director, Investment Group, UK Trade & Investment
As this report identifies, the UK prides itself on being open for business and
is a great place to invest, grow and succeed. Indian investors in the UK benefit
from a globally renowned science and technology base and have access to
talent and a skilled labour force, in one of the most open economies in the
world. In 2010/11 India generated 97 inward investment projects for the UK,
representing over 6,000 jobs – the third largest source of inward investment in
the UK market. Indian firms have invested across the UK economy, from hightechnology manufacturing and life sciences through to IT, business and
professional services.
The UK is regularly cited as the number one investment destination in
Europe – what sets us apart from other countries is the importance that the
UK Government places on foreign direct investment. We are advising and
supporting more and more foreign investors with their location decisions and
their UK business operations. We also make UK Trade & Investment’s world
beating trade services available to UK-based foreign companies to help them
grow globally from a UK base.
The competition to win internationally mobile investment is increasingly fierce.
UK Trade & Investment plays a central role in delivering a whole of Government
approach to attracting high-quality inward investment. Our offer to companies
is world-class and our promise is to continuously improve the level of service
we provide to clients.
We look forward to welcoming yet more Indian investors over the coming
years and hope that this publication provides a helpful guide to those firms
looking to set up in the UK.

Eyes wide open
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Chandrajit Banerjee
Director General, Confederation of Indian Industry
Historically, India and the UK have shared a long-standing relationship,
a relationship that has, over the years, resulted in a natural comfort in doing
business. The official status of a “special relationship” accorded by the UK
government in 2010 has heightened the India-UK relationship, with
government on both sides making further efforts to take it to the next level.
An estimated number of 700 large and small Indian companies today are
doing business in the UK, contributing significantly towards the UK economy
both in terms of GDP and employment in the country.
The current report, Eyes Wide Open, jointly undertaken by the Confederation
of Indian Industry, CII-Indian Business Forum in the UK and Deloitte UK, is
based on a real-time survey of Indian companies based in the UK and looks
at the opportunities available in the UK, as well as the challenges they face.
The report suggests vital steps to be taken by new entrants to the UK
market, so as to maximise their business opportunities.
We hope that the report is found to be useful by industry wanting to do
business in the UK and helps in furthering business between the two countries.

Syed Anwar Hasan
Director, Tata Limited and Chairman, CII-India Business Forum
The findings of the Deloitte report about doing business in the UK surely
confirms the view that for Indian companies the United Kingdom and London
are the preferred first port of call outside of India. It is kind of a second home
to most companies from which further overseas expansion into the European
Union is attempted.
Whilst there is still some way to go for the UK Government to further enhance
opportunities for further investment, for the moment it is a good start.
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Deepak Haria
Head of India Services Group, Deloitte UK
I am delighted to introduce Eyes wide Open, a ground breaking initiative,
which explores the opportunities and challenges for Indian businesses
operating in the UK. This report has been produced in conjunction with the
Confederation of Indian Industry (CII) and is based on a number of interviews
with a broad range of Indian organisations currently operating in the UK, as
well as contributions from a number of experts at Deloitte UK who specialise
across a broad range of areas including tax, audit, corporate finance,
immigration and real estate.
At Deloitte, we continue to see a number of Indian organisations coming to
the UK, attracted by key attributes such as the strength of the Great Britain
brand, the UK’s rapidly expanding technology sector and London’s standing
as a leading global financial centre. We therefore hope that the insights
identified in our research, combined with a summary of some practical
considerations in key areas such as tax, immigration and business location,
will help to inform their business planning process and ensure their entry
into the UK is a success.
I am very grateful to the CII and their member organisations who agreed to
be interviewed as part of this research. Deloitte UK’s India Services Group
would be very happy to discuss any aspect of this report with you.

Eyes wide open
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Executive summary

In a groundbreaking initiative, undertaken jointly by the Confederation of Indian Industry (CII)
and Deloitte UK, Deloitte UK interviewed senior executives at Indian companies operating in the
UK across a range of sectors, to explore business opportunities in the UK. Some businesses had
only recently entered the UK while others were established, giving a broad range of perspectives
and opinions.
The interviews, conducted in late 2011 and early 2012, identified a number of consistent themes
which we believe provide useful insights for Indian businesses considering the expansion of their
global footprint in the UK.
The overwhelming sentiment expressed in the interviews was that the UK continues to provide
significant levels of opportunity for Indian businesses looking to expand internationally. Indeed, a
significant number of Indian enterprises currently operate successfully in the UK.
However, the UK’s status as a mature market, alongside current challenging economic conditions,
suggests it is vital for new entrants to develop a distinctive business imperative for setting up a
UK-based operation. The majority of business leaders interviewed for this report felt that if an
imperative is identified and validated, the UK is a favourable place to do business. The UK, and
in particular London, is seen as a leading global centre, attracting a wide range of visitors for
business, leisure and education. For that reason it is perceived as one of the best locations from
which to initiate further expansion, for example into the rest of Europe, the Middle East and
Africa (EMEA).
In section 1 of this report we identify 10 significant themes arising from the interviews, which
Indian businesses may wish to take into consideration as they plan their expansion strategy into the
UK. The insights include perspectives from business leaders at different points along that journey.

1. Much to play for, but not a marketplace for the fainthearted
The UK can be a rewarding marketplace for new entrants with a clear strategy leveraging
core competencies.
2. Taking advantage of the Great Britain brand across the globe
Indian businesses that provide goods and services from the UK can benefit from the perception
that the Great Britain brand guarantees a high level of quality – a key competitive advantage in
growth markets.
3. Location, location, location
Business leaders perceived that the process of setting up a business in the UK is generally
straightforward. However, considerable research is recommended into location and relative costs
across regions, with London seen as expensive compared with other cities in the UK.
4. Leveraging local talent
The high cost of moving staff meant most businesses transferred only senior managers from
India, and hired the majority of the team locally.
5. Navigating the UK immigration rules
Participants recognised the need to plan effectively to ensure new businesses are not constrained
by the UK’s immigration rules.
6. Managing costs
Participants recognised that the relatively high cost of doing business in the UK means management
must closely manage expenditure. However, low levels of interest rates and declining corporate
taxes over the recent period have helped offset the impact of costs and inflation.
4
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7. Breadth and depth of London, a leading global Financial Centre
There was almost total unanimity that London's reputation as a financial centre has not been
significantly damaged by the ongoing global economic crisis, and that the UK retains its
competitive advantage in financial services.
8. Benefiting from the UK’s status as a European tech hub
Indian companies operating in the UK recognised that they could derive significant benefits from
the focus of the current government on encouraging new technologies and the growing strength
of the technology sector in the UK.
9. Compliance with laws and regulation
Interviewees recognised the independence and robustness of the UK legal and regulatory
systems, which provide a stable and reliable framework for growing businesses. However, they
perceived that regulations could lead to high costs of compliance.
10. Home away from home
The UK is seen as a welcoming and cosmopolitan country, providing an attractive and safe
environment for business leaders, their teams and families.
In section 2 we present additional issues in the form of questions that entrants may want to
consider when developing their plans, based on our experience of helping businesses set up in
the UK.
I.

What is the most appropriate business structure to achieve my strategic objectives?

II.

What are some of the regulations that I need to comply with?

III.

What should I consider when setting up a financial services business in the UK?

IV.

How will my business be taxed in the UK?

V.

Is the UK, from a tax perspective, a suitable location for a holding company?

VI. How freely can employees move from India to the UK?
VII. Can I raise finance and capital in the UK?
VIII. How do I find suitable premises for my business?
IX. What support is available from the government?

Eyes wide open
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1. Eyes wide open – A survey of
opportunities and challenges for
Indian enterprises setting up and
operating in the UK
During the course of our interviews with senior executives at Indian companies
we identified ten significant themes which Indian businesses may wish to take
into consideration as they plan their expansion strategy into the UK.

1. Much to play for, but not a
marketplace for the fainthearted
The UK can be a rewarding marketplace for new entrants with a clear
strategy leveraging core competencies.
Despite recent economic turbulence, the UK continues to provide a broad
range of opportunities for inbound businesses. Business is supported by a
government that is comparatively more welcoming to enterprise than many
western nations, and committed to policies that provide a positive
environment for new players.
However, new entrants must recognise that the UK is a mature market,
with many established companies and brands. It is therefore critical that
new businesses have a distinctive objective, and understand that it may be
challenging to replicate quickly the success of more established domestic and
foreign businesses already operating in the UK. For an investment to
generate significant returns, new entrants must develop a long term strategy
to build scale. Very rarely will high returns be achieved in the short term.
The relative affluence of the UK, combined with a large number of people
with strong connections to India, can provide a lucrative market for inbound
businesses. Businesses in the hospitality and leisure sector (hotels,
restaurants, cinemas etc.) were perceived as having high levels of potential,
alongside products targeted at the significant Indian community living in
the UK.
For those businesses that are successful, the repatriation of funds from the
UK is relatively straightforward and free from regulation, outside of the
normal provisions of company law. In addition, there is no withholding tax
on dividends paid out of the UK.
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2. Taking advantage of the Great Britain
brand across the globe
Indian businesses that provide goods and services from the UK can
benefit from the perception that the Great Britain brand guarantees a
high level of quality – a key competitive advantage in growth markets.
A number of interviewees found that recognition of the Great Britain brand
was consistent across key markets and sectors, including manufacturing and
consumer products.
In addition to the benefits of the brand, interviewees also found that the
UK’s geographical location makes it an ideal base from which to expand into
markets across EMEA. Many businesses felt it was an advantage to be
located in the European Union, but outside the euro zone, creating some
distance from the ongoing sovereign financial crisis.
Many of the interviewees also noted that the geographical location of the
UK facilitates the management of a global business as a result of its time
zone location between Asia and the US which means business can be done
globally over a single day and as a result of the excellent range of travel
connections.

3. Location, location, location
Business leaders perceived that the process of setting up a business
in the UK is generally straightforward. However, considerable research
is recommended into location and relative costs across regions, with
London seen as expensive compared with other cities in the UK.
Many interviewees decided to locate outside London because of potential cost
savings, and highlighted the UK’s relatively small size and highly developed
transport and logistics network, which made the decision to locate away from
the capital easier. For businesses located in less affluent parts of the country,
there was, sometimes, the additional advantage of being able to access
national or regional government funding. It was observed, however, that while
existing infrastructure is of a high standard, new infrastructure projects can
involve long lead times.
Interviewees found business premises relatively easy to locate, and advice on
property simple to access. Some smaller new entrants found it was more cost
effective to start with serviced offices, which are readily available in most major
UK cities.

Eyes wide open
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4. Leveraging local talent
The high cost of moving staff meant most businesses transferred only
senior managers from India, and hired the majority of the team locally.
Many interviewees recognised that deep pools of skilled staff are available in
most regions of the UK, with employees conveniently sourced through a
mature recruitment industry. However, it was observed that UK employees
often seem to be less mobile than in India.
It was felt that the employment of at least a small number of local senior
professionals was a key investment, as it improved prospects of leveraging
local business relationships and knowledge. Some interviewees felt that the
focus of many graduates on banking and finance in recent years meant that
areas such as engineering were under-provisioned, posing a recruitment
challenge for some in the specialised manufacturing space. Still, the UK’s
high levels of education, at both secondary and university level, were
perceived as a benefit to new businesses, and it was noted that there are
numerous examples of best practice in business which may be useful for
benchmarking purposes, particularly in manufacturing and financial services.
Taxation in relation to employment, such as Employer National Insurance
contributions, was perceived to be high, and should be given careful
consideration in the planning process.

5. Navigating the UK immigration rules
Participants recognised the need to plan effectively to ensure new
businesses are not constrained by the UK’s immigration rules.
It is essential that Indian businesses at an early planning stage understand UK
immigration rules, as well as associated costs and lead times. For start-up
companies, this should include the cost and time necessary to apply for and
obtain a corporate “Sponsorship Licence”, which is usually necessary to bring
Indian workers into the country. With the UK’s immigration rules constantly
evolving it can be a challenge to keep track of laws and policies and to
ensure that correct procedures are followed and appropriate visas obtained.
A failure to do so can result in sponsor licence revocation, exclusion periods
and visa refusals.
For a significant number of business leaders, managing the immigration
process was one of the biggest challenges they faced in moving, or setting
up new businesses in the UK. One particular challenge was the need to
reflect in their forecasts the cost of sending expatriate staff to the UK from
India – minimum qualifying salary levels for working visas often mean that
Indian salary levels must be augmented with allowances such as per diems
and accommodation expenses.
It was felt that the arrangements for intra-company transfers to the UK
worked well. Workers designated as intra-company transferees face fewer
qualifying criteria under the UK immigration rules. For example, no resident
labour market test needs to be carried out to check whether anybody from
the UK or EU could take up the position in preference to an overseas worker
– and intra-company transferees are currently not subject to the UK’s
numerical limits affecting certain other skilled migrant workers. Minimum
salary levels must still be met.
8
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6. Managing costs
All participants recognised that the relatively high cost of doing
business in the UK requires local management to closely manage
expenditure. However, low levels of interest rates and declining
corporate taxes in recent years have helped offset the impact of
costs and inflation.
Outside the relatively high day-to-day costs of running a business,
respondents highlighted the cost of restructuring businesses, which may
include employee redundancy programmes, property exit costs, relocation
costs etc. These costs were much higher than the initial expectations of
most executives and were significantly more complex.
Credit availability, whether through bond issuance or bank borrowing, was
seen to be improving after the financial crisis, with banks becoming more
accommodative, particularly for larger corporates (Figure 1). This was
reflected in the 2012 Q1 findings of the Deloitte CFO Survey.

Figure 1. Cost and availability of credit1
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The cost of borrowing is accommodative at present, with the Bank of
England holding its key lending rate at a historically low level since 2009.
Over the same period, interest rates in India have stayed significantly higher
than those in the UK (Figure 2).

Figure 2. Indian vs. UK interest rates 2002 to 20122
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7. Breadth and depth of London,
a leading global Financial Centre
There was almost total unanimity that London’s reputation as a
financial centre has not been significantly damaged by the ongoing
global economic crisis, and that the UK retains its competitive
advantage in financial services.
However, most respondents expressed concern over what they saw as
potentially excessive or inappropriate regulation, which could make the UK
less competitive. Others were less concerned over the impact of regulation,
recognising that the regulatory burden has increased in all global financial
centres. There was uncertainty around the future shape of regulation,
particularly in relation to the recommendations of the Independent
Commission on Banking (ICB), chaired by Sir John Vickers. The UK Chancellor,
George Osborne, hailed the ICB’s proposed reforms as a “decisive moment”
in the drive to overhaul Britain's financial sector. Many interviewees said they
were worried that the legislation will adversely impact the reputation of the
UK as being welcoming to small and medium-sized foreign owned banks.
Some respondents with operations in other financial centres said the UK
would need to work hard to retain its pre-eminent position, particularly in
respect of the cost of doing business in London.

10
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Still, respondents were nearly totally unanimous in continuing to see the UK
as a highly favoured destination for financial services firms, citing cultural
attitudes, a deep talent pool and quality of infrastructure.

8. Benefiting from the UK’s status as
a European tech hub
Indian companies operating in the UK recognised that they could derive
significant benefits from the focus of the current government on
encouraging new technologies and the growing strength of the
technology sector in the UK.
Interviewees felt the UK provides a uniquely supportive environment for
technology companies. The UK has the largest internet economy in the
G20 group of industrialised nations, according to research by the Boston
Consulting Group, with a value in excess of US$2.3trillion3, and is renowned
for being an early adopter of new technologies.
In the technology sector, interviewees recognised the unique concentration
of B2B and B2C IT houses in London, which may make the city an ideal base
for expanding operations across Europe. They also cited the attractiveness of
cities such as Cambridge where there has been an explosion of technology,
life sciences and service companies over recent years, supported by a worldclass university and a culture of entrepreneurism.
Existing technology was also seen as a resource, for example in the
automotive sector where innovative processes may be drawn upon by Indian
businesses either directly through investment or indirectly through joint
research and development.
Interviewees also pointed to the sound reputation of the English judicial
system, the robustness of intellectual property (IP) law and the potential
benefits of the government’s intention to make the UK a competitive
jurisdiction for the whole innovation lifecycle e.g. through introduction of the
patent box regime which from April 2013 will provide for an effective rate of
tax of 10% on profits from qualifying patents.

Eyes wide open

11

19322A rt Eyes wide open_rt 20/06/2012 10:43 Page 12

9. Compliance with laws and regulation
Interviewees recognised the independence and robustness of the UK
legal and regulatory systems, which provide a stable and reliable
framework for growing businesses. However, they perceived that
regulation in areas such as employee health and safety and
environmental protection, for example around carbon emissions,
could lead to higher costs.
Interviewees highlighted the potential impact of employment legislation
when transferring ownership in businesses. One piece of legislation
mentioned was the Transfer of Undertakings (Protection of Employment)
Regulations 2006 (TUPE), which require that on the purchase or sale of a
business, or when the activities of a business change, that the terms and
conditions of employees are preserved. Other significant pieces of legislation
and regulation include corporate governance and reporting requirements,
anti-money laundering rules and bribery legislation, which require time and
financial resources, and often professional advice and support.

10. Home away from home
The UK is seen as a welcoming and cosmopolitan country, providing an
attractive and safe environment for business leaders, their teams and
families.
The diversity of British culture and primacy of the English language were seen
as key in making the UK an attractive place to do business. Business leaders
who have been in the UK for a number of years said an increasingly
cosmopolitan population mix, and access to good education, were significant
positives. One example cited of the dynamic cultural environment was the
timely opening of Bollywood movies (i.e. new movies being launched at the
same time as in India). In addition, the UK time zone was seen as ideal for
global businesses, and good transport links with India and other international
locations was found to be a significant advantage.
One problem noted was that it is sometimes difficult to persuade group and
expatriate employees to relocate back to India. That was despite the higher
overall cost of living in the UK.

12
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2. Key considerations when
establishing and operating an
enterprise in the UK
Section 1 of this report highlights 10 opportunities and challenges facing
Indian enterprises planning to establish and operate a business in the UK.
It identifies several areas seen as critical to success, and explains the need
for organisations to have a clear and distinctive business imperative
supporting a decision to establish in the UK.
Once a business imperative has been established, there are a number of key
issues that organisations need to consider, and respond to as early as possible
in the planning process. In this section of the report, we highlight some of
those issues, presented as nine questions that new entrants should address.

I. What is the most appropriate business
structure to achieve my strategic
objectives?
The UK regulatory framework is sufficiently flexible to offer a range of
options regarding business structure.

Incorporation in the UK

The Companies Act 2006 is the primary piece of legislation governing
the incorporation and registration of companies in the UK. A company
may be limited by shares (either as a public or private company), be
unlimited or limited by guarantee. There are a number of ongoing filing
requirements with which UK-incorporated companies must comply.

Registering a UK
establishment

As an alternative to incorporation, overseas companies often consider
establishing a UK branch particularly in the early stages of expansion
into the UK. While there are filing requirements, some of the ongoing
administrative procedures and obligations are considered to be simpler
than incorporation.

Other options

Structures such as partnerships, which may be limited or unlimited,
are also available, although these are generally less common than
incorporated companies and/or UK establishments.

The most appropriate legal structure will depend on a number of factors,
including expected nature and scale of business activities, levels of risk
exposure, intended duration of the business activity, accounting and tax
implications and statutory compliance and reporting obligations.

Eyes wide open
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II. What are some of the regulations I
need to comply with?
Regulation plays an important role in the running of a business in the UK,
and there are a number of statutes and obligations to be considered, some
of which are as follows:

Companies Act 2006

As discussed in relation to question I above, this is the
primary legislation governing the incorporation and
registration of companies in the UK, and it establishes a
number of ongoing requirements, including the audit and
filing of financial statements, maintenance of statutory
records and filing of annual returns.

UK partnership law

UK partnership law includes the Partnership Act 1890,
the Limited Partnerships Act 1907 and the Limited Liability
Partnerships Act 2000 which establishes the respective
forms of partnership. The governance of general and
limited partnerships is covered by the partnership
agreement and limited liability partnerships are broadly
governed by the partnership agreement, applicable
provisions of the Companies Act 2006 and related
subordinate legislation.

Anti-money
Laundering
regulations and the
Bribery Act 2010

Certain money laundering offences are set out in the
Proceeds of Crime Act 2002 (“POCA”). They include the
concealment, acquisition, use and possession of criminal
property. Persons in the regulated sector may also commit
an offence if they fail to disclose knowledge or suspicion
of money laundering.
The Money Laundering Regulations 2007 apply to
certain business sections, including financial and credit
institutions. Their aim is to use financial measures to
detect, deter and disrupt crime and terrorism by limiting
legitimate businesses being used for money laundering.
The Bribery Act prohibits offering, promising or giving
a bribe or other financial advantage, and prohibits the
requesting, agreeing to receive or accepting a bribe or
other financial advantage in the UK or abroad, in the
public or private sector. There is a specific offence which
prohibits the bribing of a foreign public official in order
to obtain or retain business or business advantage.
In addition there is a specific corporate offence where
a company fails to prevent an “associated” person paying
a bribe in order to obtain or retain business for the
company.
The jurisdictional reach of the Bribery Act is wide and
covers any act which would be considered an offence in
the UK, carried out anywhere in the world, by a person
with a “close connection” to the UK. A person with a
close connection to the UK includes all UK citizens, UK
residents, UK corporations and UK Partnerships.
The corporate offence in the Act covers acts carried out
by persons associated with the company anywhere in the
world. The person associated with the company does not
need to have a “close connection” to the UK.

14
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Accounting
regulations

Private/unlisted companies can choose whether to adopt
International Financial Reporting Standards (IFRS) or UK
Generally Accepted Accounting Practice (UK GAAP) for the
preparation and presentation of financial statements.
Companies with securities listed on a regulated market
must prepare financial statements under IFRS. The UK
Accounting Standards Board (ASB) is currently working on
a replacement for UK GAAP with a new set of standards
based on IFRS for small and medium-sized enterprises
(SMEs). This is currently in the exposure draft stage and is
expected to become effective from 2013, with mandatory
adoption expected from 2015.

Regulations for listed
companies

Listed companies are required to comply with the
requirements of the Listing Rules, the UK Corporate
Governance Code and the Financial Services Authority’s
Disclosure and Transparency Rules.

Health and Safety at
Work Act 1974

This is the main piece of legislation covering occupational
health and safety in the workplace. It places a duty on all
employers ‘to ensure, so far as is reasonably practicable,
the health, safety and welfare at work’ of their
employees. The requirements under the Act can be
extensive and cover matters ranging from operation and
maintenance of the working environment, plant and
systems to adequate training to ensure health and safety.

The Transfer of
Undertakings
Protection of
Employment
Regulations 2006
(TUPE)

The TUPE regulations are designed to protect the jobs of
employees if the business, in which they work, changes
ownership or their work transfers to another service provider.
Under TUPE regulations the employment of affected
employees transfers automatically to the transferee on
their existing terms and conditions of employment, with
continuity of service and all statutory employment
protection rights. This principle applies to all employees
who were wholly, or mainly, assigned to the business or
service being transferred. The transferee will also inherit
liability for employees who, immediately before the
transfer, would have been so employed if they had not
been unfairly dismissed for a reason connected with the
transfer. Transfer related dismissals will be automatically
unfair, unless they are for an economic, technical or
organisational reason entailing changes in the workforce.

III. What should I consider when setting
up a financial services business in the UK?
The existing tri-partite regulatory model comprising HM Treasury, the Bank of
England and the Financial Services Authority is currently being reformed, and
the UK Government is set to give the Bank of England responsibility for
micro-prudential regulation.
The changes, set out below, are expected to be completed by mid to late 2013:
• creation of a new prudential regulator (the Prudential Regulatory
Authority), which will operate as a subsidiary of the Bank of England.
It will carry out the prudential regulation of financial firms, including banks,
building societies and insurance companies, and will grant permission for
activities as well as approve senior management for control functions.

Eyes wide open
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• establishment of a new consumer protection and markets authority (the
Financial Conduct Authority), which will regulate the conduct of every
authorised firm providing services to consumers, and will be responsible for
ensuring the good conduct of business in retail and wholesale financial
services. It will also approve consumer-related management positions and
supervise investment managers and other non-systemic financial groups.
• creation of an independent Financial Policy Committee (FPC) at the Bank of
England to identify and regulate systemic risk. The FPC will have the tools
and the responsibility to look across the economy at issues that may threaten
economic and financial stability, and take effective action in response.
Currently, the Financial Services Authority (FSA) regulates most of the
financial services market, as well as exchanges and financial services firms in
the UK. For the conduct of regulated business, prior authorisation is required.
Entities setting up in the UK must consider:
• do I need to be authorised by the FSA?
• how do I get authorised?
• what does being regulated imply?
The need to obtain FSA authorisation will depend on the type of activity and
services being considered. Seeking direct authorisation from the FSA requires
applying for Part IV permission, and the specific permission will further depend
on the type of regulated activity to be undertaken. The FSA also has a defined
list of regulated and investment activities (e.g. accepting deposits, dealing in
investments), the conduct of which would constitute regulated business.
Regulated firms are classified based on regulated activity and investment type,
such as retail intermediaries, wholesale investment firms and insurance firms.
There are separate application requirements for each of these categories.
The FSA requires a variety of documents specific to the authorisation sought;
e.g. a regulatory business plan (including financial forecasts), policies and
procedures, governance arrangements, a list of approved persons, or an
assessment of risks and liquidity and capital requirements.
As part of the proposed changes, the basic rules and regulations concerning the
monitoring and supervision of financial services firms are unlikely to change.
The FSA will cease to exist in its current shape and form, and there will be
further legislation introduced to enable the above changes to take effect.
The high-level framework for new firms to obtain authorisation to establish
financial services businesses in the UK is unlikely to change significantly, save
that new applications will need to be considered by different regulatory
bodies from 2013.
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IV. How will my business be taxed in
the UK?
HM Revenue & Customs (HMRC) is the authority for collecting tax and
administering taxation matters, and oversees both direct and indirect taxes
in the UK.

Corporation tax

The corporation tax rate in the UK is 24% (w.e.f. 1 April 2012) and, as part of the
government’s overall reform of corporation tax is set to fall to 23% in 2013 and
22% in 2014.
UK resident companies pay tax on world-wide profits, subject to certain
exemptions. UK permanent establishments incur tax on UK attributable profits,
while representative offices generally only pay tax on certain income derived from
the UK, such as interest and rent.
There are various tax incentives, for example, in relation to research and
development (R&D) expenditure. From April 2013, the Patent Box regime will
provide for an effective rate of tax of 10% on profits from qualifying patents.
Trading losses can be offset against other taxable profits in the same year with
carry back of any excess to the previous year permitted. Trading losses can
generally be carried forward against future profits of the same trade. Current
year losses can also be surrendered as “group relief” to other UK companies or
UK permanent establishments in the same tax group.

Capital Gains Tax

Capital gains realised by UK companies are taxed at the same rate as other
income. Some relief for inflation is available, based on the date of acquisition
and disposal. Capital gains on the disposal of substantial (i.e. 10% or more)
shareholdings in certain companies are not subject to corporation tax where
certain conditions are met.
Non-resident companies are only subject to tax on UK gains if they relate to an
asset held by a UK permanent establishment.

Value Added Tax
(VAT)

Any person or business whose taxable supplies exceed the registration threshold
(currently £77,000) in any 12 month period or where a business expects that its
taxable supplies will exceed this threshold within the next 30 days must register
for VAT. A business that has not exceeded the registration threshold but intends
to make taxable supplies at some point in the future can voluntarily register for
VAT. This enables the recovery of VAT on purchases made wholly for a taxable
business use.
The standard VAT rate is 20%, with a reduced rate of 5% for certain items.
There are also some specific zero-rated reliefs and exemptions.

Transfer taxes

Certain asset transfers (for example transfer of land) are subject to transfer taxes,
though various exemptions/deferrals may apply.

Expatriate employee
tax and social security
compliance

Similar to the Indian system, the UK income tax regime is underpinned by the
concept of 'tax residence'. Broadly speaking, individuals who come to the UK
for a 'temporary purpose', rather than permanent residence, may enjoy certain
income tax and social security advantages, subject to careful structuring of the
arrangements.

Eyes wide open
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V. Is the UK, from a tax perspective, a
suitable location for a holding company?
Recent changes to tax legislation have made the UK an increasingly attractive
place to locate a holding company. Some of the key tax considerations are
summarised below:

Participation exemption for dividends

Yes, the UK has a wide dividend exemption regime.

Participation exemption for share disposals

Yes, subject to meeting certain conditions.

Outbound withholding tax (WHT) on dividends

0% under domestic legislation.

Outbound WHT on interest

20% (generally, 15% under India/UK Treaty).

Outbound WHT on royalties

20% (under India/UK Treaty, 10% for the use of
industrial, commercial or scientific equipment/
15% in all other cases).

Inbound WHT

The UK has entered into in excess of 110 double tax
treaties and, where relevant, it may be possible to
access EU Directives.

Controlled Foreign Corporation
(CFC) regime

Yes, the CFC regime is set to change in 2013 to
better focus its application to only tax profits
diverted from the UK.

Taxation of foreign branches

It is possible to elect to exempt branch profits.
If the election is made and the branch makes
losses, relief would not be available for these losses
in the UK.

Interest deductibility

Generally deductible but there are some antiavoidance rules to be considered.

Beneficial Intellectual Property (IP) regime

Tax relief is available for the amortisation of certain
IP. Research & Development (R&D) relief is also
available, and from 2013 there will be a specific
Patent Box regime.

Transfer pricing/thin capitalisation

Yes – arm’s length standard applies.

Transfer taxes

Certain asset transfers are subject to transfer taxes,
though various exemptions/deferrals may apply.

Special holding company regime

No.
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VI. How freely can employees move
from India to the UK?
An Indian national seeking to set up a business or work in the UK will usually
need to obtain some kind of visa which enables them to before travelling.
Visit visas only allow limited duties such as fact finding and attendance at
meetings, and have other restrictions. More formal and productive work
cannot usually be performed with this visa type. Since the end of 2008, the
UK has in the main managed immigration using a ‘Points Based System’
(PBS), which sets out a number of qualifying criteria for working visas.
Applicants usually have to demonstrate they are earning a minimum salary
(including certain allowances), and are coming to the UK to take up a
position at graduate level or above.
The PBS consists of five main “tiers” or categories of working visa. Two of
these tiers (Tier 1 and Tier 2) may be most relevant to an individual intending
to set up business or work in the UK, or an Indian company wishing to
transfer employees to the UK, although other options outside the PBS may
be relevant to a particular case. A sole representative visa, for example, is
one option to explore.

Tier 1

Tier 1 visas are granted to entrepreneurs seeking to invest in the UK by setting up or
taking over one or more businesses, or to investors who want to make a substantial
financial investment in the UK. An investment of at least £1 million, £5 million or
£10 million can be made – with settled status (otherwise known as indefinite leave to
remain) being available to the investor in 2 ,3 or 5 years depending on the investment
level and other qualifying criteria. Tier 1 applications are personal to the applicant and
do not need a sponsoring UK entity in the first instance.

Tier 2

Tier 2 visas require a sponsoring UK entity, and that entity must have applied for, and
have been granted, a Sponsor Licence by the UK’s Home Office before bringing overseas
nationals to the UK. The UK Border Agency (part of the Home Office, which manages
immigration) may audit a company’s HR and migration processes before (or at any time
after) granting a licence. Tier 2 visas can be issued to intra-company transferees;
e.g. where an Indian company wants to transfer an existing employee to a related business
in the UK. Conditions include the applicant having at least 12 months experience with
the group prior to application. If the applicant does not qualify as an intra-company
transferee, the UK sponsor may have to show that the job has been advertised in a
specific way in the UK/EEA, and that there is no suitably qualified person from the
region to fill the post. There is also a limit currently placed on the number of visas
granted to those who do not qualify as intra-company tranferees. Alternative and more
relaxed rules exist, however, for those being paid over £150,000 per annum, or those
whose job is on a list of positions considered to be “shortage occupations”, published
periodically by the UK Border Agency.

UK immigration rules are complicated and are applied stringently. They are
also subject to frequent change. It is therefore recommended that specialist
advice is sought. It is also important to ensure that the most appropriate visa
type is obtained at the outset. That is because certain categories of visa carry
restrictive conditions such as exclusion periods, which may exclude the
holder from the UK for a period of time following expiry – time limits on stay
may also apply. It is vital therefore that any conditions of leave affecting the
future of the visa holder and his/her family are understood at the start of the
process. For example, if it is the ultimate aim of the visa holder to obtain
settlement in the UK or UK citizenship, then this objective must be discussed
and planned from the beginning of the assignment, in conjunction with
appropriate tax advice.
Eyes wide open
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VII. How can I raise finance and capital
in the UK?
London continues to be a leading global financial services centre, and
UK-based businesses have access to a large number of UK, Indian and global
banks, offering a full range of banking services, as well as debt, equity and
other capital market solutions.

Bank Finance

While financial institutions have become more cautious in their
lending policies since the global economic crisis, credit
availability is starting to improve.

Funding through
the capital
markets

The UK has a substantial domestic market in equities and
bonds, and plays a significant role in the issuance and
distribution of international bonds and foreign equities.
The domestic market includes an Official List (regulated by the
UK Listing Authority with securities admitted and traded on the
Main Market of the London Stock Exchange (LSE)) and the more
lightly regulated junior market, AIM.
The Main Market on the LSE comprises more than 1,300
companies with a total market capitalisation of approximately
£3,800 billion as at 31 March 2012. Most companies on the
Main Market seek a premium listing which has the most
stringent requirements in relation to eligibility criteria, ongoing
obligations and corporate governance issues such as
shareholders rights regarding key transactions. There is a less
stringent form of listing called a standard listing to which not
all of these provisions apply. A standard listing can cover
issuance of shares, global depositary receipts (GDRs), debt and
securitised derivatives.
AIM is the LSE’s international market for growing companies,
and is one of the largest such markets in the world. Companies
that have chosen to join AIM include early stage, venture
capital backed and more established businesses in various
sectors from around the globe including India. As of 31 March
2012, over 1,100 companies were listed on AIM with a market
capitalisation in excess of £60 billion. An AIM listing and the
ongoing obligations once listed are less onerous than for either
form of Main Market listing.

VIII. How do I find suitable premises
for my business?
The UK real estate market is highly sophisticated, and those seeking offices
are usually advised by real estate professionals. Key criteria to be considered
in determining the best options include the size, location and specification
required, ownership vs. renting, budget, fit-out and other costs, as well as
tax impacts such as stamp duty, land tax on property acquisitions and
business rates (a tax on occupation of property). There are also regulatory
requirements, for example in respect of health and safety.
Prices and contract terms are negotiable and lease terms typically run from
5 to 15 years. It is usual for premises to be rented as an empty floor or part
floor, with works undertaken by the tenant to provide suitable working
areas, reception, communication systems etc.
20
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Another option is serviced offices, which are fitted out, and which often
offer reception and meeting room services.

IX. What support is available from the
government?
UK Trade & Investment (UKTI) is the UK Government organisation which
provides Indian companies with the advice and support they need to invest
or expand in the UK, both through its posts in India and its offices across the
UK. UKTI offers a full range of services, from advice on locations, visas,
recruitment and grants to highly specialised support on technology and R&D
opportunities.
Grants and related financial incentives still play a significant role in decisions
relating to investment in the UK. Grants may be linked to business activity or
a specific industry sector with some grants tied to specific geographical
areas. The Department for Business, Innovation and Skills (BIS) is the body
responsible for administrating grants and incentives.
Grant opportunities can be in the form of:
• Financing for national and regional investments – the UK government is
the main source of financial support for businesses planning to set up or
expand in the UK.
• Regional assistance – this is the main type of support offered by the UK
government. It can support small and medium sized businesses throughout
the country or large businesses if the project is located in an assisted area.
Assistance can be awarded to businesses planning expansion, modernisation
or rationalisation, as well as those making an investment in the UK for the
first time.
• Enterprise zones – more than 30 locations in the UK offer benefits in terms
of reduced business rates or accelerated capital allowances, simplified
planning and superfast broadband.
• Local assistance – involves making land and buildings available or providing
loans in inner-city areas for building and site work that improve the locality.
• Assistance for exceptional projects – financial assistance is available for
projects likely to yield exceptional national benefits.
• Research and development assistance – grants are provided by the UK
government or EU for applicable schemes regardless of location.
In all cases it is important that the grant is secured before the project starts
or an announcement is made. Most UK applications for grant aid will be
appraised and approved within two months of submission. With the
exception of regional assistance and enterprise zones, most of the other
grant assistance is available regardless of project location.

Eyes wide open
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Confederation of Indian Industry

The Confederation of Indian Industry (CII) works to create and sustain an
environment conducive to the growth of industry in India, partnering
industry and government alike through advisory and consultative processes.
CII is a non-government, not-for-profit, industry led and industry managed
organisation, playing a proactive role in India's development process.
Founded over 117 years ago, it is India's premier business association,
with a direct membership of over 7,000 organisations from the private as
well as public sectors, including SMEs and MNCs, and an indirect membership
of over 90,000 companies from around 400 national and regional sectoral
associations.
CII catalyses change by working closely with government on policy issues,
enhancing efficiency, competitiveness and expanding business opportunities
for industry through a range of specialised services and global linkages.
It also provides a platform for sectoral consensus building and networking.
Major emphasis is laid on projecting a positive image of business, assisting
industry to identify and execute corporate citizenship programmes.
Partnerships with over 120 NGOs across the country carry forward our
initiatives in integrated and inclusive development, which include health,
education, livelihood, diversity management, skill development and water,
to name a few.
The CII theme for 2012-13, ‘Reviving Economic Growth: Reforms and
Governance,’ accords top priority to restoring the growth trajectory of the
nation, while building Global Competitiveness, Inclusivity and Sustainability.
Towards this, CII advocacy will focus on structural reforms, both at the
Centre and in the States, and effective governance, while taking efforts
and initiatives in Affirmative Action, Skill Development, and International
Engagement to the next level.
With 63 offices including 10 Centres of Excellence in India, and 7 overseas
offices in Australia, China, France, Singapore, South Africa, UK, and USA,
as well as institutional partnerships with 223 counterpart organisations in
90 countries, CII serves as a reference point for Indian industry and the
international business community.
Confederation of Indian Industry
The Mantosh Sondhi Centre
23 Institutional Area, Lodi Road, New Delhi – 110 003, India
Tel: +91 11 246 29994-7
Fax: +91 11 246 26149
Email: info@cii.in
Web site: www.cii.in
CII Helpline Toll free No: 1800-103-1244
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CII-India Business Forum

The CII-India Business Forum (CII-IBF) is a grouping of leading Indian
companies with operations in the UK, US, China, Singapore and South Africa.
Originally set up in the 1990s in the UK, the Forum is set up with the
objective to share information on the activities of Indian companies overseas;
raise business issues and concerns faced by them with the concerned
authorities in both countries of operation and India; promote activities of the
members in these markets; support the ongoing businesses of member
companies; encourage bilateral trade and investment between countries of
operation and India; and build a stronger “Brand India”.
Members of the Forum interact regularly with the Indian government officials
and business delegation visiting these countries, local government officials,
members of parliament, think tank community, universities and other policy
organisations. It provides an organised platform for members
to express and represent their views and opinions on areas of trade,
commerce, services and other related issues.
The CII-IBF works in close cooperation with the Indian Missions under the
patronage of the Indian Ambassador/High Commissioner. The Forum is
chaired by Industry.
For further details on CII-IBF in the UK, please get in contact with:
Dr. Gunveena Chadha
Director & Head – UK
Confederation of Indian Industry
Tel: +44 20 7836 4121
Email: gunveena.chadha@cii.in
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Deloitte UK’s India Services Group

Deloitte UK’s India Services Group has guided and advised clients in the UK
and India for over two decades. The group uses its links across the Deloitte
member firm network to co-ordinate and deliver services to international
clients investing and trading in India, and Indian clients investing and trading
abroad. Our services include audit, tax, consulting and corporate finance.
Deloitte’s network of member firms located in more than 150 countries
has approximately 182,000 staff and a significant presence in both the UK
and India.
For Indian companies with global strategic aims, the UK offers unparalleled
access to capital markets and significant new investment opportunities.
We have deep expertise in assisting clients by providing financial advice and
insight at every stage of a transaction – from consideration of strategic
options to execution, be it an IPO, acquisition, divestment, restructuring or
fast track disposal.
In addition to supporting these transactions, we regularly bring together
insights and innovation from a broad spectrum of disciplines, and combine
them with business and industry knowledge, particularly in Energy &
Resources, Consumer Business, Manufacturing, Financial Services and
Technology, Media & Telecommunications, to deliver a broad range of world
class services and solutions to clients irrespective of the complexity or
location of their project.
The group also services the business needs of the Indian diaspora overseas.
Deepak Haria
Lead Partner – India Services Group
Tel: +44 20 7303 2891
Email: dharia@deloitte.co.uk
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Contacts

CII
Supriya Banerji
Deputy Director General and
Head of International
+91 11 2460 1182
supriya.banerji@cii.in

Gunveena Chadha
Director & Head – UK
+44 20 7836 4121
gunveena.chadha@cii.in

Deloitte UK
Vassi Naidoo
Vice Chairman – International Markets
+44 20 7007 9205
vassnaidoo@deloitte.co.uk

Deepak Haria
Lead Partner – India Services Group
+44 20 7303 2891
dharia@deloitte.co.uk

Bob Doye
Tax Lead Partner – India Services Group
+44 20 7007 3686
bodoye@deloitte.co.uk

Fiona Tait
Director – India Services Group
+44 20 7303 6473
ftait@deloitte.co.uk

Asif Chaudhry
Director – India Services Group
+44 20 7303 8368
aschaudhry@deloitte.co.uk

Biren Shah
Director – India Services Group
+44 20 7303 2879
birenshah@deloitte.co.uk

Deloitte India
Avinash Gupta
Head – Financial Advisory
+91 22 6185 5070
avinashgupta@deloitte.com
India High Commission
Dr. J. Bhagwati
High Commissioner for India in the UK
+44 20 7836 2556
hc.office@hcilondon.in
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