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Taxation System In The UK

1  Corporation Tax
This tax is payable by the “Limited Company” on the profit made during

the year. Corporation tax is not just for the UK resident companies.

Overseas entities conducting a business in the UK are also liable to

corporation tax.

You may be wondering what Corporation tax is and why you need to know

about it. Corporation tax is the equivalent of income tax for registered companies.

Corporation tax is based on the profit the limited company makes.

In the UK, the Financial Year for the tax purpose is from  April to March. Companies

can choose its own Accounting year [e.g. January to December or July to June and

not required to have the same accounting year as per the government tax year.

When setting up a company in the UK it is important that you register for

Corporation Tax which is something we can easily do at Sterling Finance.

This must be completed within the first 3 months of trading. The rate for Corporation

tax is now standardised at 19% [for 2017-18] for all limited companies and

is planned to reduce to 18% by 2020.



Limited company is good for saving tax. The compliance and legislation are

complex. It is important when starting your company in the UK that a structure is

set in place to maximise tax reliefs and minimise tax payable which is one of the

many areas we specialise in.

The corporation tax payment is due nine months and one day after the end of

the accounting period. Secondly a Limited company must file its corporation

tax return 12 months after its accounting period. If they are not filed on time,

there can be a late filling penalty.

Corporation tax can be paid electronically which is a straight forward process.

You can pay through the bank, direct debit, online banking or by CHAPS. If

you have nothing to pay it is important that you declare that you have nothing

to pay.

At Sterling finance, we specialise in Tax Saving legally and ethically and

we can provide assistance in the following areas,

○  Corporate Tax Planning
○  Tax Risk Management
○  Partnership Tax
○  Capital Allowance
○  Structuring
○  Enquiries and compliance checks
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When doing business in the UK, you need to plan for your personal tax that you

will be subject to. In the UK the Tax system requires you to submit an annual return

and personal tax to minimise your tax exposure. At Sterling Finance, we offer a

range of personal tax services to suit your needs.

○ Tax Compliance & Return Service

○ Personal Tax Planning

○ Revenue Enquiries and Tax Investigations

○ Property Ownership

○ Cross Border and Offshore Structures
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2   Personal Tax

Income Tax

Income Tax is a tax levied on personal income. Income Tax varies depending

on your circumstances. If you are not a resident of the UK, you are only subject

to the UK income tax on your UK income. If you are a resident of the UK, you

are liable to the UK income tax on your worldwide income. If you are resident

but not domiciled in the UK this rule can be altered so their non-UK income is

taxed in the UK on the remittance basis. What this means is that you only pay

UK Tax on the income and gains you bring in the UK. So, individuals will not

have the benefit of personal allowance and annual exempt amount for capital

gains.

Income Tax Allowances And Rates

UK Residents and non-residents are entitled to personal allowance; however, these

are removed from the income above £100,000. The personal allowance is

deductible taxable income before the charge is calculated. The standard personal

allowance is £11,050 for tax year 2018-19. This allowance changes every year.
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National Insurance

In the United Kingdom, National Insurance (NI) is a system of taxes paid by workers

and employers, used primarily to fund state benefits. National Insurance is a tax on

earning and self-employed profits. This is deducted from the salary by the Employer

and sent to the Government every month. National Insurance Tax is known as

National Insurance Contribution - NIC.

Paying National Insurance entitles you to some state benefits, though these vary

according to whether you’re employed, self employed or making voluntary

contributions.
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There are different rates of different types of National Insurance. Here are some

examples: the

Class 1 NIC     Paid by worker / employee

Class 1a & b NIC  Paid by the company / employee

Class 2 NIC    Paid by self- employed person (known as sole trader
        partner in a partnership. This is a fixed amount regardless
        of profit.

Class 3 NIC    This is a voluntary contribution by an individual. When you
        retire in UK, the government pension depends on the NIC
        during the working life. If your lifetime contribution is
        sufficient, then you are allowed to pay additional NIC fill
        the gab to ensure sufficient government pension when
        you retire.

Class 4 NIC    Paid by self employed person (known as sole trader/
        partner in a partnership. This is based on trading profit
        or share of partnership profit.
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3   Value Added Tax

VAT is levied on most goods and

services provided by registered

businesses in the UK and some goods

and services imported from outside the

European Union. There are complex

regulations for goods and services

imported from within the EU. The

default VAT Rate is the standard rate

of 20% since 4 January 2011.

A business does not have to register

for VAT until its Annual Sales reaches

£85,000. However you can register

voluntarily if your turnover is below the

threshold.

If you’re a VAT - registered business

you must report to HM Revenue and

Customs the amount of VAT you’ve

charged and the amount paid. This is

done through your VAT return which is

usually due every 3 months.

There are 3 different rates of VAT:

Standard Rate

Most goods and services are standard

rate. You should charge this rate unless

the goods or services are classed as

reduced or zero rated.

This includes:

● Any goods below the distance selling

threshold you supply to non - VAT

registered EU customers - if you go

over the threshold you’ll have to

register for VAT in that country.

● Most services you supply to an EU

non- business customers - there are

different rules for business customers.
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Reduced Rate
This rate depends on what the item is as

well as the circumstances of the sale, for

example.

Children’s car seat and domestic fuel or

power are always charged at 5%.

Mobility aids for elderly people are only

charged at 5% if they’re for someone

over 60 years of age and the goods are

installed in their home.

Zero Rate
Zero-rated means that the goods are still

VAT - taxable but the rate  of VAT  you

must charge your customers should be

0%. You still have to record them in your

accounts and report them on your VAT

Return. Examples include:

○ Books and newspapers

○ Children’s clothes and shoes

○ Motorcycle helmets

○ Most goods you export to non - EU
countries

○ Goods you supply to a VAT registered
EU Business - You can check if the
VAT number is valid.

○ If you sent  goods to the EU, you’ll
need their VAT number and
paperwork proving that the goods
have been sent within certain time
limits (usually 3 months).
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4   Capital Gains Tax
Capital Gains Tax is a tax on the profit when you sell (or ‘dispose of’) something

(an asset’) that’s increased in value.

It’s the gain you make that’s taxed, not the amount of money or sale proceeds

you receive.

Example

You bought a painting for £15,000 and sold it later for £45,000. This means you

made a gain of £30,000 (£45,000 minus £15,000).

The meaning of selling an asset is known as “Disposal” which is clearly

defined in the tax law.

Disposing of an asset includes:

○   Selling it

○   Giving it away as a gift, or transferring it to someone else

○   Exchanging it for something else

○   Receiving compensation for it - like an insurance payout if it’s been lost

or  destroyed.



5   Import & Export Tax
If you import goods from outside the

European Union, there will be an Excise

Duty and VAT charged on the goods.

When buying goods from outside the EU,

you have to pay duties and taxes to the

UK Customs in order to have your goods

released into the country. The vast

majority of shipments are subject to the

UK Duty and VAT and these are the two

main costs that you should understand

before importing from overseas.

The amount of the UK Duty payable

is dependent on the declared value

of the goods and the type of product

that you’re importing. This is generally

described in the Customs Invoice

which are part of import documentation.

Each product is given a different

duty rating/percentage. You need

to appoint a “Clearing Agent” who

will manage this process and will

provide guidance in this matter. Be

as much as £850,000.
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6   Inheritance Tax

Inheritance Tax is a tax on the estate (the property, money and possessions) of

someone who’s died.

There’s normally no Inheritance Tax to pay if either:

○ the value of your estate is below the £325,000 threshold known as the Nil

Rate Band (NRB)

○ you leave everything to your spouse or civil partner, a charity or a

community and amateur sports club

If you give away your home to your children (including adopted, foster or stepchildren)

or grandchildren, your NRB threshold will increase to £425,000.

If you’re married or in a civil partnership and your estate is worth less than your

Threshold, % of unused threshold can be transferred to your partner’s threshold

when you die. This means their threshold can be as much as £850,000.
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7   Stamp Duty & Land Tax

Stamp Duty Land Tax (SDLT) relates to a property or land over a certain

price in England, Wales and Northern Ireland. A buyer will pay this tax.

The current SDLT threshold is £125,000 for residential properties and

£150,000 for non-residential land and properties.

There are different rules if you’re buying your first home. You get a discount

(relief) that means you pay less or no tax if:

○ You complete your purchase on or after 22 November 2017
○ The purchase price is £500,000 or less
○ You, and anyone else you’re buying with, are first-time buyers
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SDLT no longer applies in Scotland. Instead you pay Land and Buildings

transaction Tax when you buy a property.

You pay the tax when you:

○  Buy a freehold property

○  Buy a new or existing leasehold

○  Buy a property through a shared ownership scheme

○ Are transferred land or property in exchange for payment, eg you

take on a mortgage or buy a share in a house
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