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Corporation Tax (CT)
Rates from 1.4.2021 1.4.2020
Corporation Tax rate    19% 19%
Notes
1. Most companies must pay their Corporation Tax within nine months and a 

day after the end of the accounting period.
2. Large companies or groups generally make four quarterly payments on 

account of Corporation Tax, starting in either the third or seventh month 
after the start of a 12-month accounting period, depending on level of 
profits. Interest runs on any underpayments until final settlement of the 
period’s liability.

3. All companies must file Corporation Tax returns online within 12 months 
of the end of the accounting period.

Research and Development 
  From 1.4.2021 1.4.2020
SME enhanced deduction     130% 130%
Large company R&D Expenditure  
Credit (RDEC) 13% 13%
Notes
1. The above enhanced deduction is for qualifying revenue expenditure on 

qualifying R&D projects; various conditions apply to both terms.
2. Where an SME makes a loss attributable to R&D expenditure, it can 

surrender that loss for a payable tax credit worth 14.5% of the loss. For 
accounting periods commencing on/after 1 April 2021, this payment is 
capped at £20,000 plus 300% of the company’s total PAYE and NIC liability 
for the period, subject to some exclusions.

3. RDEC is a taxable expenditure credit for qualifying R&D.

Special reliefs 
Area Relief 
Intangible assets: goodwill,
know-how and patent rights

Deduction given according to 
depreciation (“amortisation”) in the 
accounts, unless the circumstances 
in Note 1 below apply.

Profits from goods/services deriving 
from a patent generated by the entity

10% rate of CT.

Certain creative industries, including 
those producing films or videos games 

Enhanced deductions for certain 
expenditure and losses surrendered 
for payable tax credits.

Notes
1. Special restrictions apply to relief for amortisation of goodwill and 

customer-related intangibles:
• No deduction if arising from incorporations from 3.12.14.
• No deduction if arising from acquistions from 8.7.15 to 5.4.19.
• Deduction at 6.5% pa if a purchase from 6.4.19, but qualifying amount 

limited to 6 x qualifying intellectual property purchased at the same time.
2. The above is a brief summary of selected reliefs available to companies; 

other conditions apply in each case.
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Capital allowances
Plant and machinery (P&M) allowances  Rate
Expenditure 1.4.21 - 31.3.23 (companies only) 
– Super-deduction (main pool expenditure)  130%
– First-year Allowance (special rate pool expenditure) 50%
Annual Investment Allowance (AIA)  
– Expenditure 1.1.19 - 31.12.21  £1,000,000 100%
– Expenditure from 1.1.22  200,000 100%
New zero-emission vans   100%
Writing down allowance: general pool (reducing balance) 18%
Writing down allowance: special rate pool (reducing balance) 6%
Notes
1. Neither capital expenditure nor depreciation is generally allowed as an 

expense. 
2. The writing down allowance (WDA) spreads the cost over several years, 

and is not related to the accounting depreciation.
3. Special rate pool includes long life assets, plant integral to buildings and 

thermal insulation. 
4. The Super-deduction provides a tax deduction of 130% on new P&M 

investment that would qualify for 18% WDAs in the main capital allowance pool;
5. The First-year allowance (FYA) provides an initial 50% relief on new plant 

and machinery that would qualify for 6% WDAs in the special rate pool.
6. Cars are not usually eligible for the Super-deduction, FYA or AIA.

Motor cars purchased
  From 1.4.18
 1.4.21  to 31.3.21 Allowance
 CO2 (g/km) CO2 (g/km) 
New cars only  Nil up to 50 100%
In general pool up to 50 up to 110 18% pa
In special rate pool above 50 above 110 6% pa
Note
Unincorporated businesses: the allowance is reduced for private use of the car.

Structures and buildings allowances (SBA)
Fixed deduction p.a.    3%
Notes
1. The SBA is available on commercial buildings and structures purchased 

new or constructed on/after 29 October 2018 and used for a qualifying 
purpose. 

2. It is not available on residences or buildings situated in residences (e.g. 
garden offices), nor on the cost of land itself.

Unincorporated Business Tax
Cash basis 2021/22 2020/21
Entry threshold – turnover up to:  £150,000 £150,000
Exit threshold – turnover not more than:  300,000 300,000
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Notes
1. Unincorporated trading businesses with annual turnover within the above 

limits can choose to calculate taxable profits on the ‘cash basis’ – income 
received and expenditure paid, rather than invoiced or accrued.

2. Deduction for loan interest is limited to £500 per year. 
3. Losses can only be carried forward.
4. Certain businesses are not permitted to use the cash basis, including: 

farmers using the herd basis, persons using profit averaging, and LLPs.
5. Unincorporated property businesses can use the cash basis. The key 

differences to the rules for trading businesses are:
- the entry and exit thresholds are both £150,000;
- cash basis is the default position for such businesses, but they can 

elect to use accrual accounting;
- there is no £500 restriction on interest costs.

Flat rate deductions
Item used for business  Permitted
   deduction
Taxpayer’s car or  Up to 10,000 miles pa  45p/mile
goods vehicle Over 10,000 miles pa  25p/mile
Taxpayer’s home   25 - 50 hours £10/month 
(use per month) 51 - 100 hours  £18/month 
 101 hours or more   £26/month
Business premises partly  Private use
used as home  adjustment
(e.g. public house or B&B) 1 occupant  £350/month
 2 occupants £500/month
 3 or more occupants £650/month
Notes
1. Unincorporated businesses can choose the above fixed rate deductions to 

use instead of calculating the business proportion of actual expenditure.
2. Use of home deduction covers power, internet, telephone, but not council 

tax or mortgage interest.
3. Use of vehicle does not cover finance element of lease or hire purchase 

costs for vehicle.
4. Use of business premises amounts are deducted from the actual expenses 

of running the building so that the personal costs of resident business 
owners are excluded.

Property Taxes
Annual Tax on Enveloped Dwellings (ATED)
 Annual charge  to
Property value 31.3.2022 31.3.2021
£0.5m - £1m £3,700 £3,700
£1m - £2m 7,500 7,500
£2m - £5m 25,300 25,200
£5m - £10m 59,100 58,850
£10m - £20m 118,600 118,050
Over £20m 237,400 236,250
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Notes
1. The ATED applies to 'high value' residential properties owned via a 

corporate structure, unless the property is used for a qualifying purpose.
2. There are many reliefs that can remove or reduce the charge, but in order 

to claim a relief, a Relief Declaration Return (RDR) must be submitted. 
3. The ATED return, RDR and any tax due must generally reach HMRC by 30 

April within the relevant year.

Stamp Duty Land Tax (SDLT) 
Residential property   
Purchase price   Rate on band
Up to £125,000  Nil
£125,001 - £250,000  2%
£250,001 - £925,000  5%
£925,001 - £1.5m  10%
Over £1.5m  12%
Notes
1. A supplement of 3% of the total purchase price applies where someone 

owning one or more residences acquires an additional residence for more 
than £40,000, unless they are replacing their main residence. It also applies 
to all corporate purchasers. A supplement also applies to LBTT and LTT 
(see below) at 4% of total purchase price.

2. The nil rate threshold has been temporarily extended to £500,000 until 30 
June 2021. For transactions between 1 July and 30 September 2021, this 
threshold will be £250,000.

3. First-time buyers purchasing a property for up to £500,000 pay SDLT at a 
nil rate on the first £300,000 of the price from 1 July 2021.

4. Where purchaser is a company (or partnership including a corporate 
member) and price is over £500,000, SDLT is 15% of total purchase price, if 
exemptions or reliefs do not apply.

5. From 1 April 2021, purchases by a non-resident are subject to a 2% 
supplement on the rates that would otherwise apply.

6. New leases with a net present value of rents exceeding £125,000 attract 
SDLT of 1% of that excess.

Commercial property 
Purchase price for freehold  Rate on band
Up to £150,000  Nil
Between £150,001 and £250,000  2%
Over £250,000   5%
Net present value of rent for lease  Rate on band
Up to £150,000  Nil
Between £150,001 and £5m  1%
Over £5m   2%
Note
New leases with an NPV of rents exceeding £150,000 attract SDLT of 1% up to
an NPV of £5m, when the rate increases to 2%.
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Land and Buildings Transaction Tax (LBTT) - 
Scotland
Residential property
Purchase price  Rate on band
Up to £145,000  Nil
£145,001 - £250,000  2%
£250,001 - £325,000  5%
£325,001 - £750,000  10%
Over £750,000   12%
Note
For first-time buyers, the nil band is extended to £175,000.
Commercial property 
Purchase price  Rate on band
Up to £150,000  Nil
£150,001 - £250,000  1%
Over £250,000   5%
Notes 
1. The above rates of LBTT also apply to any lease premium on commercial 

properties.
2. New Leases with an NPV of rents exceeding £150,000 attract LBTT of 1% 

up to an NPV of £2m, when the rate increases to 2%.

Land Transaction Tax (LTT) - Wales
Residential property
Purchase price  Rate on band
Up to £180,000  Nil
£180,001 - £250,000  3.5%
£250,001 - £400,000  5.0%
£400,001 - £750,000  7.5%
£750,001 - £1.5m  10.0%
Over £1.5m   12.0%
Note
The nil rate threshold is extended to £250,000 until 30 June 2021.
Commercial property 
Purchase price for freehold   Rate on band
Up to £225,000  Nil
£225,001 - £250,000  1%
Between £250,001 and £1m   5%
Above £1m  6%
Net present value of rent for lease   Rate on band
Up to £150,000   Nil
Between £150,001 and £2m   1%
Over £2m    2%
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Value Added Tax
VAT rates
  VAT rate VAT fraction 
Standard rate  20% 1/6
Lower or reduced rate 5% 1/21
Zero rate 0% –
Notes 
1. The reduced rate of 5% applies to most supplies by hospitality, leisure and 

entertainment businesses until 30 September 2021. Such supplies are then 
subject to a 12.5% rate until 31 March 2022. See page 4 for more details.

2. Lower rate applies to a small range of supplies, including domestic fuel 
and power and some conversions of residential property.

3. Zero rate applies to a range of supplies, including some types of food, 
books and newspapers, new houses and children’s clothes. VAT is charged 
at a zero rate to the customer, but the supplier can recover VAT on costs.

4. Exempt supplies include many land-related supplies, insurance, finance, 
education, health and welfare, and non-profit sports clubs. No VAT is 
charged to the customer, but the supplier can’t recover VAT on costs.

VAT thresholds
From  1.4.2021 1.4.2020 
Registration  
– Turnover for last 12 months £85,000 £85,000
Deregistration  
– Turnover next 12 months 83,000 83,000
Notes
1. An unregistered business must register for VAT if it has made taxable 

supplies that equal or exceed the registration threshold in the last 12 
months, up to any month-end, or if it expects to exceed that threshold in 
the next 30 days alone. Taxable supplies include reduced rate and zero-
rated sales.

2. A VAT-registered business can apply to deregister if it can satisfy HMRC 
that taxable supplies in the next year will not exceed the deregistration 
threshold.

3. The vast majority of businesses above the compulsory registration 
threshold must comply with the Making Tax Digital (MTD) provisions. 
These mean that businesses will have to keep their records digitally 
for VAT and provide VAT return information through MTD functional 
compatible software.

4. Most VAT returns are prepared for three-month periods, and must be filed 
electronically within seven days of the end of the month following the 
return period.

5. Payment of VAT must be made electronically, and must be received by 
HMRC by the same deadline as the return or be paid by direct debit.

6. From 1 March 2021, a construction industry business making a supply 
to another such business will not usually charge output tax. Instead, the 
customer will account for the output tax itself through the reverse charge 
mechanism.
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Small business schemes
Annual turnover  Joining Leaving  
Flat-rate scheme (FRS)  £150,000 £230,000
Annual accounting  1,350,000 1,600,000
Cash accounting  1,350,000 1,600,000
Notes
1. When using FRS, the VAT paid to HMRC by the business is a fixed 

percentage (based on business category) of ‘FRS turnover’ rather than the 
net of output tax over input tax. 

2. Businesses in first year of VAT registration are entitled to a 1% discount on 
the normal FRS percentage for their business category.

3. Under FRS, input VAT is not recoverable, unless it relates to the purchase 
of a capital asset costing £2,000 or more (including VAT).

4. The special rules for ‘limited cost traders’ mean that they are likely to be 
worse off by using the FRS. These are businesses that spend an amount 
(including VAT) on relevant goods that is either:
•  less than 2% of their VAT flat rate turnover; or
•  greater than 2% of their VAT flat rate turnover but less than £1,000 per year.

5. ‘Relevant goods’ exclude many items, for example food or drink for the 
trader or staff, capital expenditure goods of any value and (for most 
businesses) vehicle costs.

6. Under annual accounting, the business files a single VAT return each year 
instead of one every three months.

7. When using the cash accounting scheme, the business only pays VAT to 
HMRC when its customers have paid the business, but it can only recover 
VAT on expenses actually paid for, rather than accrued.

Option to tax 
1. Supplies of land and buildings, such as freehold sales or renting, are 

normally exempt from VAT. This means that no VAT is payable, but the 
person making the supply cannot normally recover any of the VAT incurred 
on their own expenses related to the supply.

2. You can ‘opt to tax’ non-residential land; this will include any buildings 
or structures permanently affixed to the land. Once you have opted to 
tax, all the supplies you make of your interest in the land will normally be 
standard-rated (e.g. you will have to charge VAT on disposal proceeds or 
rents). As a result, you will normally be able to recover any VAT you incur in 
making those supplies.

3. You must notify HMRC within 30 days of opting to tax, although in some 
circumstances they will accept late notification.

4. When deciding whether to opt to tax a property, you should consider the
type of business to which you are making the supply and whether they
will be able to recover any VAT you charge them. If they cannot, they may
prefer to find another site where VAT is not being charged to them.

5. There are limited circumstances in which an option to tax may be revoked, 
including:
•  Within 6 months of the option taking effect, providing no VAT has 
   become chargeable on a supply of the land as a result of the option;
•  20 years after the option first took effect.
Further conditions apply in each case.
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Inheritance Tax (IHT)
Rates and thresholds from 2021/22 2020/21 
Nil Rate Band (NRB) £325,000 £325,000
Residential enhancement (RNRB) 175,000 175,000
Tax paid on legacies on death 40% 40%
Tax paid if at least 10% of net estate  
is left to charity on death 36% 36%
Gifts made up to seven years before  
death (see lifetime gifts) 40% 40%
Chargeable lifetime transfers to trusts 20% 20%
Notes
1. RNRB is available for transfers of a main residence (or assets of 

an equivalent value if the main residence has been sold) to direct 
descendents. It tapers away at the rate of £1 for every £2 of estate value 
above £2m.

2. Up to 100% of the proportion of a deceased spouse’s/civil partner’s unused 
NRB and RNRB may be claimed to increment the current NRB and RNRB 
when the survivor dies.

3. Gifts or legacies to charities are not charged to IHT.
4. IHT due on a deceased’s estate and on gifts within seven years of death is 

generally due six months after the month of death, but in practice it must 
be paid before probate is granted.

5. If the donor pays the IHT due on a chargeable lifetime transfer to a trust, 
the effective rate is 25%.

6. IHT on chargeable lifetime transfers to trusts is payable within 6 months 
from the end of the month of transfer.

Lifetime gifts
Reduced tax charge on gifts up to seven years before death 
Years before death 0 - 3 3 - 4 4 - 5 5 - 6 6 - 7 
Percentage of IHT  
death charge payable  100% 80% 60% 40% 20%
Note
Lifetime gifts between individuals (‘potentially exempt transfers’) are only 
charged to IHT if the donor dies within seven years of the gift. 

Exempt gifts
Amount of relief Conditions 
£3,000 pa Amount per donor; unused exemption can be 

carried forward one year
£250 pa De minimis amount per recipient 
Unlimited Regular gifts out of surplus income
Unlimited To UK domiciled spouse or civil partner
£325,000 To non-domiciled spouse/civil partner (lifetime 

limit) 
£5,000 From parent of party to a marriage
£2,500 From a grandparent (or remoter ancestor) of 

a party to a marriage, or from one party of a 
marriage to the other 

£1,000 From any other person to a party to a marriage 
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Note
Exemptions for gifts on marriage apply also to civil partnerships.

Business and agricultural property 
Amount of relief Property and conditions 
100% All shareholdings in unquoted trading 

companies; an unincorporated business 
or interest in such a business

50% Controlling shareholding in quoted 
company; land and buildings used by 
either a trading company controlled by 
the owner, or a partnership where he is 
a partner 

100% Agricultural value of qualifying farmland 
and buildings

Note
In all cases the property must have been owned for at least two years; other 
conditions apply.

Trusts
Tax rates  2021/22
Type of trust Life interest Discretionary
Rate on dividend income 7.5% 38.1%
Rate on other income 20% 45%
CGT rate on residential property 28% 28%
CGT rate on other gains 20% 20%
CGT annual exempt amount (AEA) £6,150 £6,150
Notes
1. Trustees are liable to Income Tax on the trust income, CGT on the trust 

gains and, in some circumstances, IHT.
2. Discretionary trusts pay tax at 7.5% or 20% on income used to pay trust 

expenses and on another £1,000 of income, before paying at the main rates 
(38.1% or 45%).

3. Discretionary trusts for vulnerable beneficiaries (such as disabled people) 
may reduce their effective tax rates if an election is made.

4. The CGT AEA is divided between trusts established by the same settlor 
since 6.6.1978, to a minimum of £1,230.

5. Trustees are liable to pay IHT in a variety of circumstances; appropriate 
professional advice is essential.

6. Beneficiaries of life interest trusts (‘liferent’ trusts in Scotland) are treated 
as entitled to the income of the trustees, and pay tax on it in the year it 
arises to the trust, with a credit for tax paid by the trustees.

7. Beneficiaries of discretionary trusts pay tax on income distributed to them 
by the trustees, which is treated as paid with a tax credit of 9/11 of the cash 
received (i.e. a £45 tax credit for every £55 of income distributed).
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Key deadlines
Payment deadlines
Self assessment 
  2021/22 2020/21
1st payment on account 31 January 2022 2021
2nd payment on account  31 July 2022 2021
Balancing payment  31 January 2023 2022
Capital Gains Tax  31 January 2023 2022
National Insurance 
Class 1A NIC 19 July  2022 2021
Class 1B NIC 19 October  2022 2021
Notes
1. Payments on account for 2021/22 are based on 2020/21 self-assessed 

Income Tax and Class 4 NIC. The balancing payment includes Class 2 NIC.
2. Missing any payment dates leads to interest being charged at 2.6%. 
3. Missing the balancing payment date by 30 days will lead to a 5% penalty.
4. When the balancing payment is 6 and 12 months late, further 5% penalties 

apply on each occasion.
5. Employment income is charged to both Income Tax and to Class 1 NIC.
6. Tax and NIC are normally paid by the employer through the PAYE system, 

under which the PAYE code makes adjustments for tax reliefs due and 
some tax due on other income.

7. Where a payment date is the 19th of the month, any cheque must reach 
HMRC by that date, or the business day preceding it (if the 19th falls on a 
week-end or Bank Holiday). Online payments can reach HMRC by 22nd of 
the month without incurring interest.

8. An employee who has overpaid or underpaid tax at the end of the year will 
normally receive a tax calculation from HMRC on form P800 and shortly 
afterwards receive a tax repayment, or be asked to pay any tax due.

9. Where taxpayers submit their self assessment tax return by 30 December 
following the tax year, they can request that underpaid tax of up to £3,000 
is collected through their PAYE code in the subsequent tax year.

10 CGT payment deadlines for UK land and buildings have special rules. See 
page 14.

Filing deadlines
For tax year   2020/21
Issue P60s to employees  31 May 2021
P11D and P11D(b)  6 July 2021
Paper version of self assessment return   31 October 2021
Online self assessment return   31 January 2022
Notes
1. A late filing penalty of £100 will be issued if the self assessment return is 

not submitted within the deadlines indicated above. This applies even if 
no tax is due.

2. Further late filing penalties are due if the self assessment return is more 
than 3, 6 and 12 months late.

3. CGT filing deadlines for UK land and buildings have special rules. See 
page 14.
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