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Leveraging UK - India Business Relations

UK – India relationship is stronger, wider, and deeper -generating more jobs, more growth and more security for two 

nations. The UK-India relationship is founded on a broad range of mutual interests. Both the countries work closely 

together on issues as diverse as education and research, energy security and climate change, security and defence, 

international relations.

UK- India: Trade and Investments

UK

 Ranks 3rd largest inward investor in India with a total FDI 

inflow of US$ 23.12 billion.

 UK-India bilateral trade in goods and services in 2016 was 

£3.71 billion.

 Ranks 1st among the G20 countries for FDI in India.

 UK’s exports to India would increase by 50 per cent, from 

$5.2 billion to $7.8 billion, according to the research estimates.
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Brexit: UK leaving the EU

Brexit is a word that has used as a shorthand way of saying the UK leaving 

the EU - merging the words Britain and exit to get Brexit. Referendum - a 

vote was held on Thursday 23 June, 2016, to decide whether the UK 

should leave or remain in the European Union. Leave won by 51.9% to 

48.1%. The UK is scheduled to leave on Friday, 29 March 2019. It can be 

extended if all 28 EU members agree.

UK General election 2017

The United Kingdom general election of 2017 is 

scheduled to take place on 8 June 2017. Each of the 

650 parliamentary constituencies will elect one 

Member of Parliament to the House of Commons, 

the lower house of Parliament.

Top stories

General election 2017: May says she won't duck 

challenges

Theresa May has said the Conservative manifesto will 

"not duck" the challenges ahead from Brexit and the 

"trade-offs" that may be required.

General election 2017: Corbyn says task is to keep 

Britain safe

Jeremy Corbyn has said he will appoint a minister for 

peace if he wins power, but insisted he was "not a 

pacifist".
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Our

Great

Services

Frequently, your initial 

font choice is taken out 

of your awesome hands 

also we are companies 

often specify a typeface, 

or even a set of fonts,  

part of their brand guides 

when selecting a 

typeface for body text, 

your primary concern 

should be readability. 

Why India as an Outsourcing Partner?

India is one of the fastest growing economies in 

the world with one of the world’s largest youth 

population

75% of UK companies are offshoring work to 

India and are expected to grow

Cost effective

English is widely spoken

A common legal and administrative history

Expanding emerging cities with more than 50 

cities, over a million people
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A. Set up a private limited company

To set up a private limited company one need to register it with Companies House. This is known as ‘incorporation’.

Requirements: 

• a suitable company name

• an address for the company

• at least one director

• details of the company’s shares – minimum of one shareholder required

• to check what is the SIC code - identifies what company does

• shareholders to agree to create the company and the written rules (known as ‘memorandum and articles of association’)

• details of people with significant control over the company, for example anyone with more than 25% shares or voting rights

B.  Set up and run a limited liability partnership (LLP)

Requirements:

• choose a name

• have a registered address - this will be publicly available

• have at least 2 ‘designated members’

• have an LLP agreement that says how the LLP will be run

• register the LLP with Companies House

UK Tax laws and Regulations – A snapshot

1. Company /LLP Formation in UK
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2. VAT Registration

VAT registration is applicable with HM Revenue and Customs (HMRC) if the business’ VAT taxable turnover is more than 

£85,000. VAT taxable turnover is the total value of everything sold that isn’t exempt from VAT

A. VAT responsibilities

From the effective date of registration one must:

 charge the right amount of VAT

 pay any VAT due to HMRC

 submit VAT Returns

 keep VAT records and a VAT account

B. Purchases made before registration

There’s a time limit for backdating claims for VAT paid before registration. From the date of registration the time limit is:

 4 years for goods one still have, or that were used to make other goods one still have

 6 months for services

To reclaim VAT on purchases made before registration one must keep records including:

 invoices and receipts

 a description and purchase dates

 information about how they relate to the business now
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A VAT Return to HM Revenue and Customs (HMRC) is submitted every 3 months. One must submit a VAT Return even if there is no VAT 

to pay or reclaim. 

A. Reclaiming  the VAT

VAT-registered businesses can reclaim the VAT if they’ve paid on business purchases and expenses. Records must be kept to support the 

claim and show the VAT was paid.

B. VAT can’t be reclaim on

 entertainment expenses

 purchases if the VAT Flat Rate Scheme used(except some capital assets worth more than £2,000)

C. Deadlines

The deadline for submitting the return online and paying HMRC are usually the same - 1 calendar month and 7 days after the end of an 

accounting period.

D. Exceptions

• cars, e.g. buying, repairing, fuel costs

• staff travel expenses, e.g. accommodation and transport expenses

• businesses that are partly exempt from VAT

Bad debts

VAT paid to HMRC but not received from a customer if it’s a ‘bad debt’ (one you’ve written off). To qualify for the relief:

• the debt must be between 6 months old and 4 years and 6 months old

• one mustn’t have sold the debt on

• one mustn’t have charged more than the normal price for the item
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Surcharges 

One may enter a 12-month ‘surcharge period’ if defaulted. In case the default happens again:

 the surcharge period is extended for a further 12 months

 an extra amount (a ‘surcharge’) to be paid on top of the VAT owed

Penalties

HMRC can charge a penalty of up to:

 100% of any tax under-stated or over-claimed if the return sent, contains a careless or deliberate inaccuracy

 30% of an assessment if HMRC sends the one that’s too low and they aren’t told that it’s wrong within 30 days

 £400 if a paper VAT Return is submitted, unless HMRC declares it is exempted from submitting the return online

4. VAT Flat Rate Scheme

The amount of VAT a business pays or claims back from HM Revenue and Customs (HMRC) is usually the difference between the 

VAT charged by the business to customers and the VAT the business pays on their own purchases.

With the Flat Rate Scheme:

• a fixed rate of VAT to HMRC can be paid

• the difference between what is charged to customers and the amount paid to HMRC can be kept

• one can’t reclaim the VAT on the purchases - except for certain capital assets over £2,000

Eligibility

• a VAT-registered business

• expected VAT taxable turnover is £150,000 or less (excluding VAT) in the next 12 months
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5. Directors' Responsibilities
The director of a limited company must:

• follow the company’s rules, shown in its articles of association

• keep company records and report changes

• file personal accounts and Company Tax Return

• inform other shareholders of any personal benefit from a transaction that company makes

• pay Corporation Tax

• register for Self Assessment and send a personal Self Assessment tax return every year

The private limited company must prepare:-

• full (‘statutory’) annual accounts

• a Company Tax Return

Action Deadline

File first accounts with Companies House 21 months after the date you registered with Companies 

House

File annual accounts with Companies House 9 months after your company’s financial year ends

Pay Corporation Tax or tell HMRC that your limited 

company doesn’t owe any

9 months and 1 day after your ‘accounting period’ for 

Corporation Tax ends

File a Company Tax Return 12 months after your accounting period for Corporation 

Tax ends
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6. Company Tax Returns

The company or association must file a Company Tax Return i.e. CT 600 if a ‘notice to deliver a Company Tax Return’ from HM 

Revenue and Customs (HMRC) is received. 

Deadlines

12 months after the end of the accounting period.

Penalties

Time after your deadline Penalty

1 day £100

3 months Another £100

6 months HM Revenue and Customs (HMRC) will estimate your Corporation Tax bill and 

add a penalty of 10% the unpaid tax

12 months Another 10% of any unpaid tax
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7. PAYE and Payroll for Employers

PAYE is HM Revenue and Customs’ (HMRC) system to collect Income Tax and National Insurance from employment. If employees 

are paid £113 or more a week, get expenses and benefits, have another job or get a pension, the employers must get PAYE registered. 

Paying HMRC

Every month HM Revenue and Customs (HMRC) is paid:

• the tax and National Insurance (and any other deductions) owed as reported on the Full Payment Submission (FPS) in the previous 

tax month

• minus the reductions on any Employer Payment Summary (EPS) sent before the 19th in the current tax month

Deadline

By the 22nd of the month (or the 19th if paying by post)

One may be able to pay quarterly if usually pay less than £1,500 per month 

Interests and Penalties

Interest is charged daily at 2.75%. Daily interest will continue to accrue on all unpaid amounts from the due and payable date to the date 

of payment.
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Number of defaults in a tax year Penalty percentage applied to the amount that is late in the

relevant tax month (ignoring the first late payment in the tax

year)

1 to 3 1%

4 to 6 2%

7 to 9 3%

10 or more 4%

7. PAYE forms: P45, P60, P11D

P60

P60 shows the tax paid on salary in the tax year. The employer must provide P60 to employees if they are working on 5 April by 31st May. 

P45

Incase employee stop working with the employer, he must get a P45 form. P45 shows how much tax have been paid on salary so far in the tax 

year (6 April to 5 April).

P11D

In case of benefits in kind, employer must give a P11D form.

Interests and Penalties Rate
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Tax and Tax credit rates and thresholds for 2017-18

Tax year 2016-17 Tax year 2017-18

Basic rate £0-32,000 £0-33,500

Higher rate £32,001-150,000 £33,500-150,000

Additional rate Over £150,000 Over £150,000

UK dividend tax rates and thresholds 2017-18

7.5%

7.5%

•Basic rate              
£0 to £43,000 of 
taxable income over 
the Personal 
Allowance

32.5%

•Higher rate   
£43,001 to 
£150,000 of taxable 
income over the 
Personal Allowance

38.1%

•Additional rate 
Over £150,000 of 
taxable income over 
the Personal 
Allowance

Income tax bands of taxable income (£ per year)
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M e r c u r i u s  A d v i s o r y  S e r v i c e s

w w w. m a s . n e t

Siddhartha Havelia

Email Id:- siddhartha.havelia@mas.net.in                               Address:- C-7/227, Sector -7, Rohini, 

New Delhi – 110085, INDIA

Call us at :  Mobile - 91 98 1132 5385

Office - 91 11 4559 6689


