


COMPANIES, SUBSIDIARIES AND BRANCH OFFICE

What Is a Company?

A company is created with a Legal Personality. In this respect a company, as an inanimate object has the characteristics of a human being albeit it a legal construct of a human being. 

A limited company (LC) is a general form of incorporation that limits the amount of liability undertaken by the company's shareholders or investors. It refers to a legal structure that ensures that the liability of company members or subscribers is limited to their stake in the company by way of investments or commitments. In a legal sense, a limited company is a person. The naming convention for this type of corporate structure used in the United Kingdom is where a firm's name is followed by the abbreviated "Ltd." 


How a Limited Company Works

As noted, in a limited company, the assets and debts of the company are separate from those of the shareholders. As a result, should the company experience financial distress because of normal business activity, the personal assets of shareholders will not be at risk of being seized by creditors.


Ownership in the limited company can be easily transferred, and many of these companies have been passed down through generations. Unlike a public company, in which anyone can buy shares, membership or shareholdership in a limited company is governed by a company's rules and law.

A limited company can be "limited by shares" or "limited by guarantee." When limited by shares, a company is owned by one or more shareholders and managed by at least one director. In a limited by guarantee arrangement, a company is owned by one or more guarantors and managed by at least one director.

The primary benefit of a limited company is the separation of assets and income from the corporation and the owners and investors through limited liability. This means that if a company goes bust, shareholders can only lose as much as their original investment and no more; creditors or other stakeholders cannot claim owners' personal assets or income. Because of limited liability, investors are more eager to risk capital since their losses are limited in that sense.

Limited Company Benefits

Registering as a limited company comes with a number of benefits. They include:

A limited company and the people who run it are legally distinct.
A limited company structure provides a firewall between the finances of the company and its owners.
A limited company is allowed to own assets and retain any profits made after-tax.
A limited company can enter into contracts on its own.

For the privilege, limited companies in the U.K. must pay a variety of taxes, such as a value-added tax (VAT) and capital gains tax, and must contribute to National Insurance. Limited companies in the U.K. receive favorable tax treatment once their income reaches a certain threshold. 

By comparison, unincorporated businesses, such as sole proprietorships and traditional partnerships, do not afford full limits on liability for owners because there is no legal distinction between the business and its owners. If such a business were to become insolvent, its owners would be responsible for its debts.

Limited Company Variations

Private limited companies are not permitted to offer shares to the public. They are, however, the most popular structures for a small business. Public limited companies (PLCs) may offer shares to the public to raise capital. 

We do not need to consider public limited companies at this stage.

 Branch Offices/Subsidiaries

The legal difference between a branch office and a subsidiary is that a branch office is merely an extension of the company incorporated domestically.  In other words the branch office does not have a separate legal personality.  Subsidiaries on the other hand do have separate legal personalities from the parent company, and, may be incorporated in the foreign country.  Which one is more advantageous will depend on which one the exporter can have more control over.  The element of control will depend on company law, employment law, taxation and law related to investment.  Given this it is crucial that a thorough investigation of the foreign country and their requirements in undertaken.

Branch offices are not as common as subsidiaries.  The main reason for this is the lack of corporate personality and the lack of any significant benefits of incorporation.  Subsidiaries on the other hand enjoy the same status as any other company incorporated in the foreign countries jurisdiction.  More importantly the control of the subsidiary is vested with the parent company in that the parent company will hold the majority of shares and voting power in the subsidiary.

The subsidiary may engage in a number of alternate transactions with the parent company.  The subsidiary may act as agent, or, the subsidiary may engage in the distribution of goods.  The crucial factor is that given separate legal personality the subsidiary and the parent company can engage in transactions with each other.  In addition for purposes of court jurisdiction, only the subsidiary would be subject to the laws of the foreign courts unless the subsidiary is a sham.





 Multinational Corporations

Where a parent company creates a collection of subsidiaries in different countries, a multinational or transnational corporation is formed.  The value of this is that because the subsidiaries are incorporated in foreign jurisdictions, the whole enterprise is made up of countries of different nationalities.  They are all linked by the means of control: Majority shareholders, and the board of the parent company.  The value of multinational corporations is that the subsidiary can engage in production and export those goods. 
The decision to establish a network of subsidiaries will ultimately be determined by whether or not the parent company/country is able to sustain a trading relationship with the target countries.  Secondary considerations will be:

The law relating to companies in so far as a determination must be made on the requirements of registration, on the rules relating to the number of national required to be shareholders, on the requirements of the national make up of the board and on the residency requirements of the shareholders and board members.

Employment law in that consideration must be given to the terms of the employment contracts.

The level of corporate and individual taxation must be considered.  In addition there must be an understanding of the tax system in both the parent company and the target country in order to deal with issues of double taxation and “unitary taxation”

Foreign investment in less industrialised or developing countries have granted certain privileges to investors in those countries.  The privileges relate to issues such as tax, credit facilities, and the level of the exchange rate Awareness of these privileges must be acquired as well as an understanding of any risk factors involved in investing in the target country.

Finally the political and economic stability of the target country must be ascertained. Factors such as the likelihood of war, civil unrest, recession, high inflation to mention a few, must all be considered.

 Global Companies

The structure of companies has kept up with global developments.  The theory behind global companies is that they are to be regarded as a syndicate of international companies and personal.  They differ from multinational companies in that global companies are not subsidiaries and therefore do not have a parent company.  Each company is incorporated in a host country and it conducts business as if it was a national company.  The benefits of a global company relate to the use the company makes of an international workforce.  At this stage the best examples of Global companies come from the car industry, Nissan, Toyota and Ford are examples.





How to Set up a Subsidiary in France

France is an economic powerhouse in Western Europe due to its location and membership in many European organizations. The government also supports foreign investors, making the country an excellent place to expand. France has a stable and modern business climate perfect for startups and other organizations looking to make their mark.

The most common form of a subsidiary is a private limited liability company called a SARL (société á responsabilité limitée) in France. To set up a private LLC, you’ll need to:

Check the availability of your company name
Open a commercial bank account
Establish a physical office in France
Appoint an auditor
Publish your French subsidiary’s incorporation in the official journal
Register your company for taxes, social security, and insurances
Stamp your company books in the Commercial Court

Also, You’ll need to follow a variety of France subsidiary laws when preparing to set up your subsidiary, including various French accounting and tax requirements. If your company is outside the European Union (EU), the withholding tax on dividends is 25%, but you can get lower taxes because of double tax treaties signed by France.

According to France subsidiary laws, you’ll need:

At least two individuals or corporate bodies to form the subsidiary
At least one euro as minimum share capital
A manager who is a French resident or from the EEA
No more than 100 shareholders

Setting up a subsidiary in France takes both time and money. Each step of the process has time constraints, which could mean you’ll have to fly to France and back several times. Before you decide to set up a France subsidiary, you should understand all the money and resources it will take to expand — whether it’s capital or numerous high-level employees to send back and forth to France.

You will also need extensive knowledge of France’s subsidiary laws to make sure you are staying compliant. A staff member will need to dedicate their time to learning the ins and outs of these laws unless you choose a subsidiary alternative well-versed in French business regulations.








Branch Office

The branch office is a dependent entity registered by a foreign company in another country.

Because of the absence of the status of a legal entity, a branch established in France must follow the law which guides the foreign company.

The branch registered in France has no legal autonomy and doesn’t own legal personality, so the liability for its actions is taken by the foreign company in full and its field of activity cannot be different from the one of the parent company.

The opening of a branch in France must be registered at the local Register of Commerce and Companies.


The characteristics of a branch office in France

Most of the times, the branch office is compared to the subsidiary company, however, the differences between the two types of structures are very important and the foreign company having to choose between the first and the second business form.

The representatives of foreign companies interested in setting up branches in France need to consider that this business form will be limited to undertake the activities of the foreign company only. For this purpose, the parent company will be required to apply for the same business license in France.

The branch office must also bear the same name as the parent company, have a registered address in France and a local representative. A major difference between the French branch and the subsidiary is that the branch office is not required to have a bank account with a local bank. This will save a lot of time when it comes to registering the branch office with the local authorities. However, it is advisable to also open a French bank account for this type of company.

Most of the times, branches serve the interests of foreign financial institutions.

Documents needed to open a branch in France

Apart from the documents which need to be provided by the foreign company, the branch office must also have its own Articles of Association which must be drafted in accordance with the local legislation. It is possible for the branch office to use a virtual office during the first phase of the company registration with the French authorities.






How to open a branch in France

In order to open a branch in France, the applicant must deposit at the Court of Commerce two copies of each of the following documents:

- copy after the foreign company’s articles of association and certificate of incorporation,
- the application form issued by the French Companies Registrar for registering the branch,
- qualifications or approvals for certain activities which will be undertaken by the French branch,
- a copy of proof of possession of the premises where the facility is installed (or the right to use those facilities),
-a declaration which states the appointment of the branch’s representative in France.
These documents must be certified and translated into French.
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