UK Expansion Guides
Outline of UK Taxation

A great place to do business

The UK Government is committed to
creating the most competitive tax regime in
the G20 and has reformed the corporate tax
system to make it more attractive to
international businesses.
The corporation tax rate has already been on a
steady decline from a high of 52% in 1982 to 20
per cent and as part of last year’s Budget, the
government announced that corporation tax will
fall to 17% by 2020 – the lowest tax rate in the
G20.

Destination of choice
The UK has flexible and competitive rules for taxing the profits of multinationals – including a
modernised Controlled Foreign Company (CFC) regime – as well as an extensive treaty network,
making the UK an attractive location for headquarters, regional holding companies and global
or regional business hubs.
There are highly competitive reliefs for innovative and high-tech industries:
•

New ‘Patent Box’ rules mean that a corporation tax rate of just 10 per cent will still apply to
profits from the exploitation of IP assets.

•

An R&D (research and development) credit is available as a cash refund, or reduction in
corporation tax.

•

The wide range of creative industry tax reliefs available was further extended in April 2016.

How UK Tax works
The UK has moved from a system of worldwide taxation for UK companies to a broadly
territorial tax system, where the focus is on taxing profits earned in the UK. The key planks
for this new approach are a dividend exemption, an elective branch exemption and the
Controlled Foreign Company (CFC) regime.

The CFC regime
The purpose of the UK’s CFC (Controlled
Foreign Company) rules is to protect the
country
fromforthe
artificial
diversion
of UK
exemption
both
profits
and losses.
profits to overseas companies that are
controlled from the UK and located in lowtax jurisdictions.
The UK’s CFC rules exempt profits earned
in controlled overseas companies from UK
tax, unless they have been artificially
diverted from the UK. The rules were
applied from 1 January 2013.

Elective branch exemption
An elective tax exemption for overseas trading branches of UK companies allows a
choice between potential loss relief (and taxation of profits, with double tax relief) and
exemption for both profits and losses.

Dividends
In the Finance Act 2009, a complete exemption from tax on dividends in almost all
circumstances was introduced, which took effect on from 1 July 2009. The normal rule
is that all dividends are taxable, whether received from a UK company, or an overseas
company, but exemptions can apply where dividends would not be taxable.

The UK as a holding company location
The tax changes in the UK over the last few years mean that the country is now a
highly attractive location for a headquarters or a holding company.
In 2002, the UK introduced an exemption from tax on capital gains realised on the
disposal of a 10 per cent or greater shareholding in a trading company. The selling
company must be a member of the trading group and the shareholding held for at
least a year.

Some other benefits
Attractive corporation
tax rate, combined
with dividend and
capital gains
exemptions

No outbound dividend
withholding tax and
withholding taxes on
interest and royalties are
often reduced to zero

Advance Pricing
Agreements (APAs)
with other fiscal
authorities for
complex transfer
pricing issues

What are the UK's main taxes?
Corporation Tax

20%

Capital Gains Tax

18 / 28%

Personal Income Tax

20 / 40 / 45%

VAT

20%

Value Added Tax
The principal indirect tax is Value Added
Tax (VAT), which applies in all countries in
the EU. The UK rate of 20 per cent is broadly
in line with the average EU standard rate
and is applied to both goods and services.
Certain supplies are exempt from VAT (no
VAT on the supply, but no refund of the VAT
incurred on the costs of supply), while
others are at a reduced rate (five per cent).
Uniquely, the UK also has a broad range of
zero-rate supplies, which means VAT on
the supply is zero per cent but input VAT
may be reclaimed.

VAT is primarily a tax on consumption, so as a general rule should not affect a business that is not
an end consumer. To the extent that a business makes VAT-able supplies, it should normally be able
to recover any VAT incurred.
Customs duties may be applied to imports of goods from outside the European Union. These will
vary depending on the nature of the goods in question.

Stamp taxes
Stamp taxes apply to transfers of property. There are different types of stamp taxes:
•

Stamp duty and Stamp Duty Reserve Tax (SDRT) – a flat rate of 0.5 per cent
on instruments that transfer stock, marketable securities, as well as UK
shares and related securities.

•

Stamp Duty Land Tax (SDLT) – this applies to acquisitions of UK land (both
freehold and leasehold) and is payable by the purchaser. Rates on
commercial properties over £150,000 vary and increase with the value of the
property.

Other business taxes
There are local property taxes known as Business Rates. These are set by central government and
collected by local authorities to pay for local services. They depend on the value of the property that
is used for business purposes.
There are no other local trade or turnover taxes and the UK does not have a wealth tax.

What we can
do for you?

We take care of Tax registrations and deal with the ongoing regular compliance of
completing tax returns and supplementary returns.
We carry out regular reviews of our client’s Tax affairs to and ensure that our
clients are aware of any changes that may affect them.

We communicate with the tax authority and prepare records for Tax inspections and
answer queries from the tax office during tax enquiries.

We give efficient and ethical tax advice, considering our clients’ best interest at all
times.

Get in touch...
Corporate Tax
VAT and Import taxes
Personal Tax
Payroll taxes and sending
employees to the UK
Construction Industry Scheme
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www.axada.co.uk
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