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Introduction

When starting a new business there are a number of regulations that you must comply with and
procedures you must follow.

You must register with HM Revenue & Customs (HMRC) and, depending on the circumstances
and the type of business you are setting up, you may have to register with your local authority.
If you plan to employ staff, you need to be aware of, and comply with, a range of employment
legislation.

This factsheet identifies the major business regulations and obligations that will affect the start
up of your business. It includes the contact details of relevant Government agencies and links to
sources of further information.

Forming a business

The legal status of your business will determine which regulations apply to you and which
organisations you will need to contact. You should consider the business advantages and
disadvantages of each legal status carefully and consult a business adviser before making a final
decision.

BIF 32, Choosing the Right Business Legal Structure explains the options in more detail.

Sole traders and partnerships

You must inform HMRC (www.hmrc.gov.uk) as soon as you start to trade. As a sole trader or a
partner, you are classed as self employed and therefore need to make arrangements for self
assessment of income tax and for paying your own National Insurance (NI) contributions. You can
contact HMRC by calling the Newly Self-Employed Helpline (0300 200 3504).

For more information on setting up in business as a sole trader or partnership, see BIF 363,
Setting up in Business as a Sole Trader; and BIF 28, Setting up in Business as an Ordinary
Partnership.

Private Limited Companies (including Community Interest Companies - CICs)

There is a tightly-regulated process for setting up a company, which is a separate legal entity
from its owners (the shareholders). The Companies Act 2006 requires you to submit a number of
documents to Companies House (www.companieshouse.gov.uk), including the memorandum
and articles of association of the company, details of its name, its registered office, the names of
the directors and the name of the company secretary (if you choose to appoint one). You will be
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required to prepare, maintain and submit accounting records and annual returns to Companies
House every year.

For more detailed information see BIF 167, A Guide to Setting up a Private Company Limited by
Shares, BIF 25, Duties of a Company Director, BIF 23, Duties of a Company Secretary and BIF 445,
A Guide to Setting Up a Community Interest Company.

Trading name of the business

Different regulations apply regarding the trading name of your business, depending on whether
you plan to trade as a sole trader, partnership or limited company. There are also certain
restrictions on the business or company names you can use.

• If you intend to operate as a sole trader or partnership using a business name other than
your own name (i.e. Peter Brown), there is a legal requirement for the name and address
of the owner or owners to be displayed at your business premises and on your business
stationery.

• For limited companies, the registered name of the company must be displayed at its
registered office and on all relevant company publications, including e-mails and the
website. It is important to check the list held by Companies House to make sure the
company name is not already in use.

For further information see BIF 368, Choosing Business and Company Names.

Tax and financial issues

National Insurance

NI payments differ according to the legal status of your business, both in relation to the amounts
due and when and how NI is paid. The contributions that individuals and businesses must make
are assessed according to a series of NI classes.

• Self-employed people (sole traders and partners) must register for Class 2 contributions
with HMRC. You must also pay Class 4 contributions. They are set as a percentage rate of
profit between lower and upper thresholds. The rates change each year and are fixed in the
Budget.

• If you are a director of a private limited company, you will be treated as an employee of the
company and liable to pay Class 1 contributions on your salary.

• All businesses that employ staff must register with HMRC as employers and must deduct NI
contributions from employees' salaries. The business will also be liable to pay employers' NI
contributions for each of its employees (including directors).

For more information see BIF 239, An Introduction to National Insurance for the Self-Employed.

Income tax

Income tax also differs according to the legal status of your business.
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Sole traders/partnerships

HMRC's self-assessment system applies to all unincorporated businesses. Self-employed people
must assess their own tax liabilities:

• Sole traders pay the same rates of income tax on their business' trading profits as they would
on earnings from employment, but the amount due is paid in two lump sums in January and
July each year.

• In a partnership, each partner is liable to pay income tax on their individual share of the
business' trading profits.

Companies/directors

• The directors of a company are treated as employees and pay income tax on their salaries
through the Pay as You Earn (PAYE) system operated by the company.

Businesses employing staff

• Any business employing staff must calculate and make PAYE tax deductions from
employees' earnings. PAYE and NI deductions are paid directly to HMRC.

See BIF 264, An Introduction to Tax Self-Assessment and BIF 458, An Introduction to Pay as You
Earn (PAYE) and go to www.hmrc.gov.uk/sa/introduction.htm and www.hmrc.gov.uk/payerti/
index.htm for more guidance.

Value Added Tax (VAT)

Your business needs to register for VAT with HMRC if its annual sales turnover exceeds the VAT
registration threshold. Registering for VAT can be done online; go to www.hmrc.gov.uk/vat/start/
register/how-to-register.htm for further information. If you fail to register at the correct time you
may be liable for a fine, as well as any VAT that you should have been charged.

A business may register for VAT voluntarily, even if its sales are below the threshold. This is quite
common if the turnover of the business is likely to reach the VAT threshold quickly due to volume
of sales, or if the business is supplying other businesses.

There are a number of schemes that offer different ways to make returns and payments. Go to
www.hmrc.gov.uk/vat/start/schemes for further information.

See also BIF 234, An Introduction to VAT (Value Added Tax).

Corporation tax

Corporation tax is charged on the taxable profits of registered companies. You will need to
register your company with HMRC, calculate and pay your corporation tax and file a Company
Tax Return.

See BIF 252, An Introduction to Corporation Tax, BIF 518, A Guide to Calculating and Paying
Corporation Tax, and www.hmrc.gov.uk/ct/index.htm for details.
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Annual accounts

• Sole traders/partnerships do not have to file formal accounts. HMRC will accept the
information provided in your self-assessment tax return as evidence of your business
accounts.

• Private limited companies are required to submit annual accounts to Companies House.
Your first set of accounts must be submitted within 21 months of the formation of the
company (that is, within nine months of the company's year end). For a small company there
are certain concessions - the accounts do not have to be audited and abbreviated accounts
can be submitted. To qualify as small a company must satisfy two of the following criteria:

• A turnover of less than £6.5 million.

• Gross assets of less than £3.26 million.

• An average of fewer than 50 staff.

See BIF 69, A Guide to Preparing and Submitting Company Accounts to Companies House and go
to www.companieshouse.gov.uk for further information.

Business rates

Almost all businesses have to pay business rates to their local authority as a contribution to the
cost of operating local services:

• Shops, offices, warehouses, factories and any other property that is not classed as domestic
will usually be liable for business rates.

• In some cases, people running a business from home can be charged for the part of the
property they use for their business activities.

For further information and current rates, see BIF 61, An Introduction to Business Rates.
For more information relating to England, go to www.voa.gov.uk/corporate/publications/
businessRatesAnIntro.html, for Wales go to http://business.wales.gov.uk/govuk/introduction-to-
business-rates, for Scotland go to www.saa.gov.uk/ratespayable.html and for Northern Ireland go
to www.dfpni.gov.uk/lps.

Health and safety

There are many pieces of legislation relating to health and safety. All businesses - no matter what
their size - must be aware of their health and safety obligations:

• Employers are required to make sure that staff operate in a safe working environment. This
duty also extends to visitors to the workplace, such as customers and suppliers.

• All businesses, regardless of their size and whether they employ staff, must carry out regular
health and safety risk assessments. Businesses employing five or more staff are legally
obliged to record the findings of risk assessments.

• Various other health and safety regulations cover a range of activities, such as working with
Visual Display Units (VDUs), first aid, personal protective equipment, working at height and
dealing with hazardous substances.
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For further details, see BIF 2, An Introduction to Health and Safety Regulations, BIF 39, A Health
and Safety Compliance Checklist, and BIF 289, A Guide to Carrying Out Health and Safety Risk
Assessments.

The HSE publishes 'Homeworking: guidance for employers on health and safety' to download at
www.hse.gov.uk/pubns/indg226.pdf.

Fire safety

The Regulatory Reform (Fire Safety) Order 2005 removed the requirement for a fire certificate and
placed more emphasis on the requirement for business owners to carry out fire risk assessments.

The main stipulation of the legislation is that the person who has control over the business
premises must take reasonable steps to reduce the risk of fire and to make sure that people can
escape safely if there is a fire.

For details, see BIF 122, A Guide to Fire Safety Measures and go to www.gov.uk/government/
uploads/system/uploads/attachment_data/file/14879/making-your-premises-safe-short-
guide.pdf.

Planning permission

If your business is moving into new premises or changing the use of an existing building, you will
need to establish whether you require planning permission from your local authority:

• Your local authority's planning department should be consulted whenever you plan to make
changes to your premises.

• Approval under the Building Regulations 2010 may be required if existing premises need to
be altered structurally or you need to install plant or machinery.

See BIF 5, A Guide to the Building Regulations 2010 and BIF 31, A Guide to Obtaining Planning
Permission for more information.

Licences

Different types of registration requirements may apply to your business and you may need to
obtain a licence to operate:

• If your business is involved in providing credit, collecting loans or hiring out goods, you
might need to be authorised by the Financial Conduct Authority (FCA, www.fca.org.uk). For
details, see BIF 319, A Guide to Consumer Credit Authorisation.

• Certain types of business, such as taxi operators, childminders, food businesses, hair and
beauty businesses, complementary therapy businesses and tattoo artists, require licences or
special permission before they can operate. Your local authority can advise you on whether
your business will need any licences. See BIF 152, Business Activities Regulated by Local
Authorities for more information.
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Data protection

The Data Protection Act 1998 sets out the rules for any business keeping or processing personal
information about individuals. If your business holds personal information about individuals on
a database or in paper record systems, you may need to notify the Information Commissioner's
Office (ICO, www.ico.org.uk) and register as a data controller. You should contact the ICO to
see if this is necessary and to find out about the requirements that need to be met under data
protection legislation.

See BIF 3, A Guide to Complying with the Data Protection Act for details.

Insurance

Some types of insurance cover are compulsory for businesses. It is also advisable to take out
insurance to cover other areas of risk.

• Any business employing staff (other than the business owner's immediate family) is legally
required to take out a minimum of £5 million employers' liability insurance. You must
display your current insurance certificate where your employees can read it easily. It can be
displayed in electronic form if your employees have reasonable access to it. The certificate
must state the minimum level of cover and the name of the business covered by the policy.

• Other compulsory insurance includes third-party motor insurance on vehicles used for
business purposes.

See BIF 375, Employers' Liability Insurance and www.hse.gov.uk/pubns/hse40.pdf for further
information.

There are other types of insurance cover such as public liability insurance and professional
indemnity insurance that are required as a condition of membership or registration with certain
professional bodies and trade associations.

You should seek advice from an insurance broker on the right type of cover for your business.
See BIF 6, Insurance Cover for Business and BIF 27, Choosing and Using an Insurance Broker
for guidance on finding help. BIF 404, An Introduction to Indemnity Insurance provides a more
detailed overview of the different types of policy available.

Consumer protection

There are a number of regulations you must comply with if you supply goods or services to
consumers rather than other businesses:

• The Sale of Goods Act 1979, the Sale and Supply of Goods Act 1994 and the Supply of Goods
and Services Act 1982 require you to provide goods that are fit for purpose, of satisfactory
quality and as described. Services must be provided with reasonable care and skill, at a
reasonable price and within a reasonable time.

• The Consumer Contracts (Information, Cancellation and Additional Charges) Regulations
2013 came into force in the UK in June 2014 and apply to most consumer contracts.

• The Consumer Protection from Unfair Trading Regulations 2008 prohibit unfair commercial
practices, misleading actions, misleading omissions and aggressive commercial practices.
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For more information, see BIF 280, An Introduction to Consumer Protection Legislation.

Intellectual property

Legislation exists to protect intellectual property rights on designs, trade marks, copyright
or inventions that may already be patented. In addition, your business may have intellectual
property of commercial value that requires adequate protection or exploitation.

It is important to consult professionals such as the Intellectual Property Office (IPO,
www.ipo.gov.uk), a patent attorney or a solicitor to get a better understanding of this issue.

For details, see BIF 12, An Introduction to Intellectual Property Rights.

Employing staff

If your business will employ people you need to comply with a number of regulations including:

• The Maternity and Parental Leave etc. Regulations 1999 (as amended).

• The National Minimum Wage Act 1998.

• The Working Time Regulations 1998 (as amended).

• The Employment Act 2002 (and subsequent amendments).

• The Equality Act 2010.

You should also remember that:

• Employees must be provided with a written statement of their main employment terms
within two months of starting work.

• Under payroll regulations, all employees must be given itemised pay slips stating any
deductions. HMRC must be informed when you take on your first employee. Call the HMRC
New Employer Helpline (0300 200 3211) or go to www.hmrc.gov.uk/payerti/index.htm for
further information.

• Existing and prospective employees must not be discriminated against on the grounds of
age, race, sex, gender reassignment, disability, religion, sexual orientation, marital status or
pregnancy and maternity.

For more guidance on employment legislation, see BIF 42, A Guide to Written Statements of
Employment Particulars.

Further information

For practical start up and small business tips, ideas and news, go to:
Website: www.enterprisequest.com

To access hundreds of practical factsheets, market reports and small business guides, go to:
Website: www.scavenger.net

BIF 3 A Guide to Complying with the Data Protection Act
BIF 6 Insurance Cover for Business
BIF 15 An Introduction to Tax, National Insurance and VAT
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BIF 28 Setting up in Business as an Ordinary Partnership
BIF 32 Choosing the Right Business Legal Structure
BIF 39 A Health and Safety Compliance Checklist
BIF 42 A Guide to Written Statements of Employment Particulars
BIF 61 An Introduction to Business Rates
BIF 167 A Guide to Setting up a Private Company Limited by Shares
BIF 280 An Introduction to Consumer Protection Legislation
BIF 363 Setting up in Business as a Sole Trader
BIF 368 Choosing Business and Company Names
BIF 375 Employers' Liability Insurance
BIF 483 A Guide to Tax Deadlines in 2015
BIF 498 A Guide to Registering with HMRC as a New Employer

Useful contacts

Acas offers practical, independent and impartial help to employers, employees and their
representatives by providing information and advice, preventing or resolving disputes and
settling complaints about employees' rights without the need for an employment tribunal
hearing.
Tel: 0300 123 1100
Website: www.acas.org.uk

Companies House provides registration and filing services, as well as useful leaflets and
information.
Tel: 0303 123 4500
Website: www.companieshouse.gov.uk

The Health and Safety Executive (HSE) is responsible for health and safety regulation in Great
Britain. It publishes guidance on the health and safety obligations of employers.
Website: www.hse.gov.uk

The Health and Safety Executive Northern Ireland (HSENI) is responsible for health and safety
regulation in Northern Ireland. It provides information on the health and safety obligations of
employers.
Tel: 0800 032 0121
Website: www.hseni.gov.uk

HM Revenue & Customs (HMRC) is the Government department responsible for the collection of
tax. It provides information and advice to individuals and businesses.
Tel: 0300 200 3211 (New Employers' Helpline)
Tel: 0300 200 3504 (Newly Self-Employed Helpline)
Tel: 0300 200 3700 (VAT Helpline)
Website: www.hmrc.gov.uk

The Information Commissioner's Office (ICO) is an independent authority concerned with
information rights and data privacy. It provides information and guidance on privacy and
electronic communication.
Tel: 0303 123 1113
Website: www.ico.org.uk

The Intellectual Property Office (IPO) is the Government body for intellectual property protection
in the UK. It provides information and advice on intellectual property issues.
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Tel: 0300 300 2000
Website: www.ipo.gov.uk

DISCLAIMER  While all reasonable efforts have been made, the publisher makes no warranties that this
information is accurate and up-to-date and will not be responsible for any errors or omissions in the information
nor any consequences of any errors or omissions. Professional advice should be sought where appropriate.
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