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For architecture firms thinking of diversifying to 

engage with overseas opportunities, the World 

Bank’s ‘Doing Business 2018’ report is a good 

place to start, believes Nick Farmer, Partner at 

accountancy firm Menzies LLP.

The report, which measures aspects of business 

regulation and their implications for firm 

establishment and operations, should be consulted 

before accepting a prospect or even considering a 

tender, he suggests. 

“Think of international expansion as a 
new dimension in terms of contractual 
arrangements, currencies, and taxes 
applied locally.”

Although good regulatory practices can be found 

around the world, the report highlights that they 

are most common in OECD high income economies 

and the economies of Europe and Central Asia. 

Its ‘Ease of Doing Business’ ranking places New 

Zealand in prime position.

But while Farmer is an exponent of online research, 

of equal importance, if not more valuable, is 

garnering local intelligence to prevent lost-in-

translation scenarios. The report itself points out 

that it does not include “all the issues that are 

relevant for businesses’ decisions, but it does cover 

important areas that are under the control of 

policy makers.”

Local intelligence and proactive paperwork can help architecture firms looking to expand 
overseas negotiate the challenges of local taxation, linguistic nuances, lost-in-translation 
documentation and withheld payments.

Intelligent growth: How architects can build 
strategies for expansion

Top 10 for ease of doing business

1. New Zealand

2. Singapore

3. Denmark

4. Korea, Rep.

5. Hong Kong SAR, China

6. United States

7. United Kingdom

8. Norway

9. Georgia

10. Sweden

Source: Doing Business 2018



“Think of international expansion as a new 

dimension in terms of contractual arrangements, 

currencies, and taxes applied locally,” says 

Farmer. “Consider local VAT systems and whether 

withholding taxes should arise. Will local customers 

deduct a tax from contractually agreed payments?”

People on the ground

In addition to upfront market research, he 

recommends the addition of on-location company 

personnel, either local or expat, to assist the 

delivery of contract and building. The choice of 

a director capable of operating from a non-UK 

jurisdiction is an obvious criterion as long as the 

appointment is legal. For example, Australia has a 

local resident director requirement. There’s also the 

question of local sponsorship which often relates to 

ownership percentages of 51% or higher in favour 

of the overseas client. Details of this magnitude 

require careful pre-contract advice.

“The landscape changes when you put boots on the 

ground,” continues Farmer. “You might be exposed 

to business taxes and the person representing 

you on location may attract business obligations. 

So, source local advice first and ensure you are 

compliant. The process of selecting and setting up 

in foreign jurisdictions needs care and attention. 

International expansion can catch people out so 

consider local hires or have a good level of upfront 

dialogue and local advisers.”

Internal intelligence

This local knowledge is critical, but so are strict cross-

border protocols such as those designed and actioned 

on a case-by-case basis by Tracey Cato and her team. 

Cato is Trade Director at Barclays Corporate and 

assists with the provision of paperwork required by 

clients to facilitate deal closures and support ongoing 

overseas relationships.

Getting the right document, with the right wording, 

to the right location and with a fee worked out 

in advance, can ensure the pleasure of creating 

beautiful architecture globally isn’t compromised 

by linguistic misunderstandings and cultural 

methodologies which result in half builds 

and non-payments.
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The conversion of client risk to bank risk can be 
actioned through a standby letter of credit with 
open terms to the client.

Cash flow is key and a primary risk, says Cato, is 

physically getting your payment. “One solution is to look 

at receiving advance payments. Your client in turn may 

ask for advance payment guarantees. This isn’t without 

risk and should the guarantee be triggered by the client, 

even when services have been performed, you can be 

left to deal with overseas jurisdiction and overseas legal 

system to get your money back.”

By asking for a standby letter of credit and giving an 

incentive such as terms to your client, you have a 

mechanism to claim for services performed if payment 

at a later date is not forthcoming.

Bank risk vs client risk

Cato advocates the conversion of client risk to bank 

risk as a support solution. This can be actioned 

through a standby letter of credit with open terms to 

the client. “And at least you know that if you don’t get 

payment you can claim against the standby letter of 

credit,” adds Cato who recently constructed a ‘cash-in-

faster’ solution for a client via a standard export letter of 

credit. This accelerated cash flow processes by virtue of 

documentation being in the banking system. She cites 

China as an example where she devised letters of credit 

in China both in importing and exporting. 



“Having documentation going through the banking 

system in China is advisable as there’s a preference for 

a paper trail. This is due to checks and balances in the 

background but, once initiated, companies can use the 

same mechanisms to expedite the process next time.”

The architect universe is one synonymous with tenders. 

Tender bonds or bid bonds can be deployed for overseas 

tenders, but Cato says while quick these are difficult to 

plan. With this is mind she put a permanent guarantee 

solution in place for a client who can use export finance 

support in relation to this. “Barclays could use services of 

bond support to free up security that you can then use 

for something else.”

Get a better deal

There’s also the tried and tested ‘haggle’ approach. 

For suppliers of fittings and fixtures, Cato suggests 

paying the supplier earlier rather than on terms, or 

at the point of order to negotiate a discount. “That 

discount can facilitate any financing costs as well 

as improve the bottom line. In this instance I can 

put in a trade loan facility akin to mini overdrafts 

working throughout the trade cycle timeline.” 

Cato advises clients to implement documentation 

that doesn’t jeopardise but covers risks, and while 

she highlighted cash flow as the prime risk, the 

biggest challenge she has identified is lack of 

transport documentation.

The question of passporting and cross-border trade 

benefits post Brexit was not exempt from this forum. 

In terms of tax, Farmer reminded that the UK has a 

treaty-wide network of 130 countries outside the EU 

which it can fall back on if it loses EU directives.

In anticipation of Brexit, some architect firms are 

investigating if having a European operation is 

advantageous, and looking at new business models 

being developed with UK companies relocating to or 

opening offices in Poland, Czech Republic, Belgium, 

Denmark and Cyprus. Other firms have taken pre-

emptive measures and established themselves in 

Ireland due the lower headline corporation tax rate 

of 12.5% compared to the UK’s 19%, and the belief 

that it will be easier to route EU operations through 

Ireland post-Brexit. Farmer introduces a cautious 

caveat that it may be more difficult to repatriate 

profit from some EU countries from a withholding 

tax point of view.

Concurrent with the uncertainties of a post Brexit 

universe is President Trump’s rejection of the 

ideology of globalism. It’s a rhetoric that has yet to 

impact UK company ambitions in the US. 

The main challenge says Farmer is understanding 

the cascading of taxes from federal to state to local 

taxes and deciding what kind of entity is most 

appropriate for the company whether it be LLC 

partnerships, a limited liability company and where 
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ownership is going to be. In January 2018 a flat rate 

corporate tax rate of 21% was introduced in the US, 

fixed until at least 2025. 

To some companies that is appealing, as is the 

business-friendly legal system in US ‘first state’ of 

Delaware understood by lawyers globally, home 

to two thirds of Fortune 500 companies and 

welcoming to non-US firms.
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Beware though the litigious nature of both the US 

and Canada which may encourage a rethink about 

professional indemnity insurance. One UK architect 

firm reported a wholesale entry into the world’s 

largest economy meant redefining its insurance, so 

in both markets the company teamed up with 

local architects.

Know the pitfalls 

Farmer takes a broad and sensible perspective: 

ring fence liabilities and think about structuring 

investment into local business if appropriate, he 

recommends. Consider the interaction between 

the UK and overseas part of the business in terms 

of management, and intellectual property. If there 

is 100% ownership from the UK, research and 

development (R&D) credits can be used to reduce 

tax liabilities. Identify how cross-border transactions 

are taking place, investigate transfer prices, service 

charge agreements and licences to use 

intellectual property.

How do you ensure your international office will be 

a success? All countries come with challenges but 

the tax side, says Farmer, would not typically drive 

a transaction but can make the difference between 

success and failure.

The forum concluded on the matter of the elusive 

20%, and the hope that understanding the pitfalls 

of overseas expansion and undertaking the 

proactive could eradicate the universal problem 

of  “getting the last 20% of the fee which remains a 

global issue.”



Key takeaways
• Research non-UK territories from tax, legal, linguistic and cultural perspectives using

online resources and local intelligence

• Consider converting client risk to bank risk by actioning standby letters of credit or
standard export letters of credit

• Employ professionals who can assist getting the right document with the right
wording to the right location with a fee worked out in advance

• Be aware, but not a victim, of territories that have no established VAT regime
or tax experience.
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