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Professional Certificate in Tax Law (United Kingdom)

Corporate Taxation

Accrual Accounting – a method of recording income and expenses when they are earned or incurred, not
when cash is received or paid. Related: cash basis, revenue recognition. This approach is required for
corporation tax computations because it reflects the true economic performance of a company. Example: A
firm delivers goods in March but receives payment in April; under accrual accounting the revenue is
recognised in March. Practical application: Tax returns must adjust cash‑basis records to accrual figures
before calculating taxable profit. Challenges: Complexities arise when matching income with corresponding
expenses, especially for long‑term contracts or multi‑element arrangements.

Adjusted Trading Income – the profit from a trade after applying specific tax adjustments such as
disallowance of non‑deductible expenses and inclusion of taxable benefits. Related: taxable profit, allowable
expenses. It forms the basis of the corporation tax charge on trading activities. Example: A company’s
accounting profit of £500,000 is reduced by non‑deductible entertainment costs of £20,000, resulting in
adjusted trading income of £480,000. Practical application: Adjusted trading income is entered on the
CT600 form under “Trading income”. Challenges: Identifying which expenses are disallowed and ensuring
correct timing of adjustments can be time‑consuming.

Anti‑Avoidance Legislation – statutory provisions designed to prevent artificial arrangements that aim solely
to reduce tax liability. Related: General Anti‑Avoidance Rule (GAAR), tax avoidance. In the UK, the GAAR
applies where a transaction has a tax advantage that is not a genuine commercial outcome. Example: A
company creates a complex series of offshore subsidiaries to shift profits artificially; HMRC may invoke
GAAR to counter the arrangement. Practical application: Tax advisers must test proposed structures against
GAAR criteria before implementation. Challenges: The subjective nature of “commercial purpose” can lead
to disputes and litigation.

Associated Companies – companies that are linked through control, usually where one holds at least 75% of
voting rights in the other. Related: group relief, subsidiary, parent company. Transactions between
associated companies are subject to specific rules to prevent profit shifting. Example: A parent company
sells inventory to its subsidiary at a price lower than market value; the difference is treated as a deemed
profit for tax purposes. Practical application: Group relief claims must identify all associated companies and
ensure that inter‑company profits are correctly accounted for. Challenges: Determining control thresholds
and managing cross‑border associated company rules can be intricate.

Asset‑Based Taxation – a regime where tax is levied on the value of assets rather than on profits, e.g.,
corporation tax on chargeable gains. Related: chargeable gains, capital allowances. When a company
disposes of an asset, the gain is calculated as disposal proceeds minus the base cost and allowable
deductions. Example: A firm sells a building for £2 million; the original cost was £1.2 million, and capital
allowances of £200 000 have been claimed, resulting in a chargeable gain of £600 000. Practical application:
Accurate record‑keeping of acquisition costs and allowances is essential for correct gain computation.
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Challenges: Valuing assets at disposal and apportioning joint assets can be contentious.

Balance Sheet – a financial statement that records a company’s assets, liabilities, and equity at a specific
date. Related: statement of financial position, net assets. For corporation tax, the balance sheet provides the
starting point for calculating capital allowances and deferred tax. Example: The balance sheet shows plant
and machinery of £500 000, which will be written down over several years using the annual investment
allowance. Practical application: Tax computations must reconcile the accounting balance sheet with
HMRC’s tax treatment of each item. Challenges: Differences between accounting standards (e.g., IFRS vs. UK
GAAP) and tax rules may create mismatches.

Beneficial Ownership – the natural person who ultimately owns or controls a company, even if legal title is
held by another entity. Related: registers of people with significant control (PSC), transparency registers. The
UK’s PSC register requires companies to disclose individuals who own more than 25% of voting rights or
have significant influence. Example: A nominee shareholder holds 100% of shares on behalf of an individual
who owns 60% of the economic interest; the individual is the beneficial owner. Practical application: HMRC
may use PSC information to assess the true tax position of a group. Challenges: Complex ownership
structures and trusts can obscure beneficial owners, leading to compliance risk.

Business Property Relief (BPR) – a relief that reduces the value of qualifying business assets for inheritance
tax (IHT). Related: IHT, reliefs, qualifying assets. Although not a corporation tax relief, BPR interacts with
corporate structures used for estate planning. Example: A family-owned trading company qualifies for 100%
BPR, allowing the shares to be passed on with little IHT liability. Practical application: Tax advisers must
ensure that the company’s activities meet the trading test to claim BPR. Challenges: The definition of
“trading” vs. “investment” can be ambiguous, and HMRC may challenge the relief.

Capital Allowances – deductions that replace depreciation for tax purposes, allowing the cost of qualifying
plant and machinery to be written down against taxable profit. Related: annual investment allowance,
writing down allowances, super‑deduction. Capital allowances are claimed on the CT600 and reduce the
corporation tax charge. Example: A company purchases equipment for £100 000; it claims the annual
investment allowance of 100%, reducing taxable profit by the full amount in the year of purchase. Practical
application: Maintaining a schedule of assets, acquisition dates, and pool allocations (main pool, special rate
pool) is essential. Challenges: Determining eligibility, dealing with partial disposals, and applying the correct
rate for different asset categories can be complex.

Capital Gains Tax (CGT) for Companies – the tax on chargeable gains arising from the disposal of chargeable
assets, calculated at the corporation tax rate. Related: chargeable gains, rollover relief, indexation allowance
(pre‑2018). Companies pay corporation tax on gains in the same way as on trading profits, but specific
reliefs may apply. Example: A firm sells a subsidiary for £5 million; the base cost is £3 million, giving a
chargeable gain of £2 million, taxed at the prevailing corporation tax rate of 25%. Practical application: CGT
calculations are reported on the CT600 under “Chargeable gains”. Challenges: Valuing intangible assets,
applying group relief, and navigating rollover relief elections require careful planning.

Carried‑Forward Losses – trading losses that a company can offset against future profits, subject to time
limits and restrictions. Related: loss relief, group relief, terminal loss relief. In the UK, losses can be carried
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forward indefinitely, but they must be used in the first profitable year after the loss arises. Example: A
company incurs a £150 000 loss in Year 1; in Year 2 it makes a profit of £80 000, and the remaining £70 000
loss is carried forward to Year 3. Practical application: The CT600 includes a schedule for loss utilisation, and
HMRC requires proper documentation of the loss source. Challenges: Changes in ownership, restructuring,
or cessation of trade can limit loss utilisation.

Cash‑Basis Accounting – a method of recognising income and expenses only when cash is received or paid.
Related: accrual basis, small business exemption. Small companies (turnover ≤ £10.2 million) may elect to
use cash basis for corporation tax, simplifying calculations. Example: A contractor receives a £20 000 invoice
in December but is paid in January; under cash basis the income is recorded in January. Practical application:
The cash‑basis election is made on the CT600, and the company must maintain records that clearly separate
cash receipts and payments. Challenges: The cash basis disallows certain reliefs (e.g., capital allowances) and
may result in timing differences that affect cash flow.

Chargeable Gains – the amount of profit realized on the disposal of an asset after deducting allowable
costs, reliefs, and allowances. Related: capital gains tax, rollover relief, indexation. For corporation tax,
chargeable gains are added to taxable profit and taxed at the corporate rate. Example: Sale proceeds of
£1 million less acquisition cost of £600 000 and selling expenses of £20 000 give a chargeable gain of
£380 000. Practical application: Gains are reported on the CT600, and any available reliefs (e.g., R&D relief
on gains from patents) must be claimed. Challenges: Determining the correct base cost, especially for assets
acquired before 1 April 2008 where indexation allowance may apply, can be intricate.

Controlled Foreign Company (CFC) Rules – provisions that attribute a proportion of a foreign subsidiary’s
profits to its UK parent when the subsidiary is subject to low tax. Related: CFC charge, low‑tax jurisdiction,
anti‑avoidance. The CFC charge aims to prevent profit shifting to offshore entities. Example: A UK parent
owns a subsidiary in a jurisdiction with a 5% tax rate; the CFC rules may attribute 80% of the subsidiary’s
£1 million profit to the UK company, creating a CFC charge. Practical application: Annual CFC computations
are filed on the CT600, and companies must maintain detailed records of foreign subsidiary earnings and
tax paid. Challenges: Calculating the “low‑tax” test, dealing with de‑minimis exemptions, and managing
double‑tax relief can be demanding.

Corporate Tax Rate – the percentage applied to taxable profit to determine the corporation tax liability.
Related: main rate, small profits rate, marginal relief. As of the 2023/24 tax year, the main rate is 25% for
profits over £250 000, with a small profits rate of 19% for profits up to £50 000, and marginal relief for
profits in between. Example: A company with taxable profit of £300 000 pays corporation tax of £25 000
(25% of the amount above the marginal relief threshold). Practical application: The rate is applied
automatically in the CT600 calculation, but accurate profit classification is essential to avoid mis‑application.
Challenges: Frequent rate changes, interaction with other reliefs, and the impact of the small‑profits rate on
cash flow require careful monitoring.

Corporation Tax Return (CT600) – the statutory form filed annually by UK companies to report taxable profit,
reliefs, and tax payable. Related: filing deadline, online filing, self‑assessment. The CT600 must be submitted
within 12 months of the accounting period end, and payment is due 9 months and 1 day after the period
end for most companies. Example: A company with a year‑end of 31 December files its CT600 by
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31 December of the following year and pays any tax due by 1 October. Practical application: The return
includes schedules for capital allowances, loss relief, group relief, and other adjustments. Challenges:
Complex corporate structures, multiple accounting periods, and the need to reconcile accounting profit
with tax profit increase the preparation workload.

Corporation Tax Accounting Period (CTAP) – the 12‑month period for which a company calculates its
corporation tax liability. Related: accounting reference date, period of account, filing deadline. A company
may have a CTAP that differs from its financial year, especially after a change of accounting reference date.
Example: A firm changes its year‑end from 31 March to 30 September; the first CTAP runs from 1 April to
30 September (6 months), followed by a 12‑month period. Practical application: The CTAP determines the
dates for filing CT600 and making payments. Challenges: Short periods can create higher effective tax rates
due to the “short‑period” rules, and adjustments may be needed for overlapping periods.

Corporation Tax Computation – the detailed calculation that converts accounting profit into taxable profit
by applying allowable deductions, disallowances, and reliefs. Related: CT600, adjustments, tax base. The
computation must be retained for at least six years and be available for HMRC inspection. Example: Starting
with accounting profit of £500 000, the company adds non‑deductible entertainment (£10 000) and
subtracts capital allowances (£30 000) to arrive at taxable profit of £460 000. Practical application: The
computation is the backbone of the CT600 filing and supports any queries from HMRC. Challenges:
Ensuring that every adjustment complies with the relevant tax legislation and that timing differences are
correctly reflected.

Corporate Group – a collection of companies linked by ownership, typically a parent and its subsidiaries,
that may elect to claim group relief. Related: group relief, associated companies, loss utilisation. The group
can transfer losses, assets, and tax attributes between members to optimise the overall tax position.
Example: A profitable subsidiary transfers £200 000 of its profit to a loss‑making sister company, reducing
the group’s overall tax bill. Practical application: Group relief claims are made on the CT600, and the parent
must maintain a register of group members. Challenges: Ownership changes, cross‑border subsidiaries, and
the need to meet the 75% control test for each member add layers of complexity.

Cost Segregation – a tax planning technique that separates the cost of a building into components with
shorter depreciation lives for accelerated capital allowances. Related: capital allowances, special rate pool,
tax planning. By allocating a portion of the purchase price to plant and machinery, a company can claim
larger allowances in early years. Example: A commercial property purchased for £2 million is split into
£500 000 of plant and equipment (eligible for 100% AIA) and £1.5 million of structure (subject to
writing‑down allowances). Practical application: A cost‑segregation study is prepared and the resulting
allocations are reflected in the capital allowances schedule. Challenges: Accurate engineering assessments
are required, and HMRC may challenge aggressive allocations.

Creditors’ Rights – the legal entitlements of lenders and suppliers to receive payment from a company,
which can affect tax outcomes when insolvency arises. Related: insolvency, preferential claims,
debt‑for‑equity swaps. Certain creditor arrangements may be treated as taxable transactions, especially
when debts are written off. Example: A bank forgives £100 000 of debt in exchange for newly issued shares;
the forgiveness is treated as a taxable receipt for the company. Practical application: Tax advisers must
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assess the tax consequences of restructuring creditor arrangements and ensure proper reporting on the
CT600. Challenges: Balancing commercial considerations with tax efficiency while complying with
anti‑avoidance rules.

Deferred Tax – a liability or asset that arises from temporary differences between accounting profit and
taxable profit. Related: temporary differences, tax loss carry‑forwards, tax credits. Deferred tax reflects the
future tax effect of items such as capital allowances, provisions, and goodwill amortisation. Example: A
company records a provision of £50 000 for future warranty claims; for tax purposes the provision is not
deductible, creating a deferred tax liability of £12 500 (assuming a 25% rate). Practical application: Deferred
tax is presented on the balance sheet and must be updated each accounting period. Challenges: Calculating
the correct tax rate to apply and tracking reversals of temporary differences can be technically demanding.

Dividends Received Deduction (DRD) – a relief that reduces the taxable amount of dividends received from
UK subsidiaries, subject to certain conditions. Related: group relief, double‑taxation relief, qualifying
subsidiary. In the UK, dividends from UK‑resident companies are generally exempt, but the DRD may apply
to foreign dividends received by a UK parent. Example: A UK holding company receives a €200 000 dividend
from an EU subsidiary; after applying the DRD, only €20 000 is taxable. Practical application: The deduction
is claimed on the CT600 and requires evidence of ownership and tax paid abroad. Challenges: Determining
eligibility for the DRD, especially after recent reforms to the EU Parent‑Subsidiary Directive, can be intricate.

Double Taxation Relief – a credit that prevents the same income from being taxed in two jurisdictions.
Related: foreign tax credit, tax treaty, relief limit. The UK provides relief for foreign tax paid on profits that
are also subject to UK corporation tax, subject to limitations. Example: A UK company pays ¥5 million in
Japanese tax on profits of ¥20 million; the UK allows a foreign tax credit up to the amount of UK tax that
would have been payable on the same profit. Practical application: Relief is claimed on the CT600, and
supporting documentation (tax certificates, treaty articles) must be retained. Challenges: Calculating the
proportion of foreign tax attributable to UK‑source income and dealing with anti‑abuse provisions can be
complex.

Economic Substance Requirements – rules that require companies engaged in certain activities (e.g., finance,
insurance, e‑commerce) to demonstrate real economic activity in the UK. Related: substance test, UK GAAR,
anti‑avoidance. Failure to meet substance requirements can lead to denial of reliefs or additional tax
charges. Example: A UK holding company that merely holds intellectual property must have qualified staff,
office space, and decision‑making authority in the UK to qualify for certain R&D reliefs. Practical application:
Companies must maintain records of board meetings, employee contracts, and operational expenditures to
evidence substance. Challenges: The qualitative nature of “substance” can lead to disputes and requires
ongoing compliance monitoring.

Enterprise Management Incentives (EMI) – a share‑option scheme that offers tax‑advantaged options to
employees of qualifying companies. Related: share options, tax relief, qualifying company. EMI options are
exempt from income tax and NICs on grant and may receive capital gains tax relief on disposal. Example: An
employee receives EMI options to purchase shares at £5 each; when the shares are sold later at £15, the
employee pays only CGT on the £10 gain, not income tax. Practical application: Companies must register the
EMI scheme with HMRC and ensure that the company meets the qualifying criteria (e.g., gross assets ≤
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£30 million). Challenges: Monitoring the number of participants, ensuring the options remain “EMI‑eligible”
after corporate restructures, and handling post‑grant changes can be administratively heavy.

EU Parent‑Subsidiary Directive – legislation that eliminates double taxation on dividends paid between EU
member states, subject to certain conditions. Related: dividend exemption, withholding tax, post‑Brexit
changes. Although the UK has left the EU, the directive’s principles continue to influence UK tax treatment
of EU dividends. Example: A UK parent receives a €100 000 dividend from an Irish subsidiary; the dividend is
exempt from UK corporation tax under the directive, provided the subsidiary meets the holding period test.
Practical application: Companies must retain proof of the EU‑subsidiary status and the qualifying holding
period to claim the exemption. Challenges: Ongoing legislative changes and the need to align UK domestic
law with the directive’s provisions require careful monitoring.

Excessive Interest Rules – anti‑avoidance provisions that limit the deductibility of interest expense when it
exceeds a certain percentage of taxable profit. Related: thin‑capitalisation, interest limitation, corporate tax.
The UK introduced a 30% interest‑deduction cap for large companies from 2022/23. Example: A company
with taxable profit of £1 million incurs £400 000 of interest; only £300 000 (30%) is deductible, and the excess
£100 000 is disallowed. Practical application: The disallowed interest is added back in the corporation tax
computation, and any excess may be carried forward. Challenges: Tracking interest from related parties,
distinguishing between qualifying and non‑qualifying interest, and managing the carry‑forward of excess
interest require robust accounting.

Extraction Tax – a tax levied on the removal of natural resources (e.g., oil, gas, minerals) from the UK.
Related: royalties, upstream taxation, petroleum revenue tax. Although not a corporation tax, extraction tax
interacts with corporate entities that own or lease resource rights. Example: An oil company pays an
extraction tax of 5% on the value of crude extracted, which is deductible for corporation tax purposes.
Practical application: Companies must calculate the extraction tax liability alongside their corporation tax
return and claim the appropriate deduction. Challenges: Valuing the extracted resource, complying with
reporting deadlines, and reconciling differing tax bases can be demanding.

FATCA (Foreign Account Tax Compliance Act) – a US‑origin legislation that requires UK financial institutions
to report information on US‑person accounts to the IRS. Related: CRS, information exchange, withholding
tax. Although not a corporation tax rule, FATCA compliance can affect UK companies that hold foreign
assets or have US shareholders. Example: A UK subsidiary of a US parent must provide annual statements of
its US‑person shareholders to HMRC, which then shares the data with the IRS. Practical application:
Companies must implement robust due‑diligence procedures to identify US persons and report accurately.
Challenges: Data‑privacy considerations, cross‑border information exchange, and the risk of penalties for
non‑compliance increase the compliance burden.

Financial Services Compensation Scheme (FSCS) – a statutory fund that protects customers of authorised
financial services firms. Related: regulatory capital, solvency, tax treatment of compensation. The tax
treatment of compensation received from the FSCS may affect corporation tax calculations. Example: A bank
receives £2 million from the FSCS after a failure; the compensation is treated as taxable income, offset by
any related losses. Practical application: The receipt is recorded in the profit and loss account and forms
part of taxable profit. Challenges: Determining the tax position of compensation versus capital recovery can
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be nuanced.

Financial Instruments (Taxation) – the rules governing the tax treatment of derivatives, securities, and other
financial contracts. Related: mark‑to‑market, capital gains, income classification. For corporation tax, gains
and losses on financial instruments are generally treated as trading income, unless an election to treat them
as capital assets is made. Example: A company holds a foreign exchange forward that generates a £50 000
gain; the gain is included in trading profit. Practical application: Companies must maintain detailed records
of opening and closing positions, fair‑value adjustments, and any elections made. Challenges: Complex
valuation methods, frequent re‑balancing, and the risk of accidental capital‑gain treatment create
compliance risk.

Fiscal Year – the 12‑month period for which a company prepares its statutory accounts, often aligned with
its accounting reference date. Related: accounting period, corporation tax accounting period, filing deadline.
The fiscal year determines the timing of corporation tax computations and filing obligations. Example: A
company with a fiscal year ending 30 September files its CT600 by 30 September of the following year.
Practical application: Aligning the fiscal year with the corporation tax accounting period can simplify tax
reporting. Challenges: Changing the fiscal year may trigger short‑period rules and require adjustments to
loss carry‑forwards.

Flat Rate Scheme (FRS) – a simplified VAT scheme that allows eligible businesses to pay VAT as a fixed
percentage of turnover. Related: VAT, turnover threshold, tax simplification. While not a corporation tax
scheme, participation in the FRS can affect corporation tax calculations through the treatment of input tax
and expenses. Example: A small retailer with turnover of £150 000 elects the FRS at 12%; the VAT due is
calculated on gross receipts, and the net amount is recorded as an expense for corporation tax purposes.
Practical application: The fixed‑rate VAT amount is entered as a deductible expense in the corporation tax
computation. Challenges: Ensuring that the scheme remains beneficial and that the VAT‑related expense is
correctly reflected in taxable profit.

Foreign Tax Credit (FTC) – a relief that reduces UK corporation tax by the amount of foreign tax paid on the
same profits, subject to a limit. Related: double taxation relief, tax treaty, credit limitation. The FTC is claimed
on the CT600 and requires careful apportionment of foreign‑source income. Example: A UK company pays
€30 000 tax on profits earned in Germany; the UK corporation tax liability on those profits is £25 000, so the
full £25 000 credit is claimed, and the excess €5 000 is not refunded. Practical application: Detailed schedules
must be prepared showing foreign tax paid, the UK tax attributable, and the credit claimed. Challenges:
Calculating the credit limit, dealing with non‑residents, and navigating anti‑abuse provisions can be
demanding.

Group Relief – a mechanism that allows losses, credits, and certain reliefs to be transferred between
members of a corporate group. Related: associated companies, loss utilisation, intra‑group transactions. To
qualify, each member must be a UK company and the parent must own at least 75% of the voting rights.
Example: A loss‑making subsidiary transfers £100 000 of its loss to a profitable sister company, reducing the
sister’s taxable profit accordingly. Practical application: The transfer is reported on the CT600 of both the
transferring and receiving companies, with supporting documentation. Challenges: Ownership changes,
partial disposals, and the need to maintain a register of group members increase administrative effort.
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Holding Company – a company created primarily to own shares in other companies, often used for tax
planning, asset protection, and group structuring. Related: parent company, subsidiary, group relief.
Holding companies may benefit from certain reliefs, such as the participation exemption for dividends
received from UK subsidiaries. Example: A holding company receives £500 000 in dividends from its
operating subsidiary; the dividends are exempt from corporation tax under the participation exemption.
Practical application: The holding company must ensure that the subsidiary meets the qualifying conditions
(e.g., trade test, 75% ownership). Challenges: Restructuring can trigger anti‑avoidance provisions, and the
holding company must manage cross‑border tax implications.

HMRC (Her Majesty’s Revenue and Customs) – the UK government department responsible for collecting
taxes, including corporation tax. Related: tax authority, compliance, enquiry. HMRC issues guidance,
conducts audits, and enforces penalties for non‑compliance. Example: HMRC sends a “notice of enquiry” to
a company that has claimed large capital allowances, requesting supporting documentation. Practical
application: Companies must maintain records for at least six years and respond promptly to HMRC
communications. Challenges: Navigating complex guidance, handling disputes, and managing the risk of
penalties require proactive tax governance.

Interest Deduction Limitation (IDL) – the rule that caps the amount of interest expense a company can
deduct to a percentage of its taxable profit. Related: excessive interest rules, thin‑capitalisation, corporate
tax. The UK limit is 30% of taxable profit for large companies, with a carry‑forward of disallowed interest.
Example: A corporation with taxable profit of £800 000 incurs £300 000 of interest; only £240 000 (30%) is
deductible, and £60 000 is carried forward. Practical application: The disallowed interest is added back in the
corporation tax computation and tracked in a schedule for future utilisation. Challenges: Differentiating
between qualifying and non‑qualifying interest, especially in mixed‑use financing, can be intricate.

Investment Allowance (IA) – a one‑off deduction for qualifying capital expenditure, allowing the full cost of
certain assets to be deducted in the year of acquisition. Related: annual investment allowance, capital
allowances, qualifying expenditure. The IA applies to plant and machinery, and certain integral features,
subject to a statutory limit (currently £1 million). Example: A company purchases new manufacturing
equipment for £800 000 and claims the IA, reducing taxable profit by the full amount in the year of
purchase. Practical application: The IA is claimed on the CT600, and the asset is removed from the capital
allowances pool. Challenges: Ensuring that the asset qualifies, monitoring the annual limit, and coordinating
IA claims with other allowances require careful planning.

Joint Venture (JV) – a business arrangement where two or more parties share ownership, risks, and profits of
a specific project or enterprise. Related: partnership, associate, profit sharing. For corporation tax, a JV may
be structured as a separate company (subject to normal corporation tax) or as a partnership (taxed at
partner level). Example: Two firms create a 50/50 JV company to develop a new product; the JV files its own
CT600 and may claim capital allowances on the development equipment. Practical application: Proper
documentation of the JV agreement and allocation of income and expenses are essential for tax reporting.
Challenges: Determining the appropriate legal form, managing inter‑company transactions, and allocating
tax attributes can be complex.

Loss Carry‑Back – the ability to offset current year taxable profit against losses of preceding years, resulting
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in a tax refund. Related: loss relief, terminal loss relief, corporation tax. The UK allows a one‑year loss
carry‑back for most companies, with a two‑year carry‑back for trading losses under specific circumstances.
Example: A company makes a £120 000 loss in 2023/24 and has a profit of £80 000 in 2022/23; the loss is
carried back, generating a tax refund for the earlier year. Practical application: The carry‑back is claimed on
the CT600 for the year in which the loss is incurred, and the earlier year’s return is amended. Challenges:
Timing of the claim, interaction with other reliefs, and the need to amend prior returns can increase
administrative work.

Loss Utilisation – the process of applying losses (trading, capital, or other) against taxable profits to reduce
corporation tax liability. Related: carried‑forward losses, group relief, terminal loss relief. Utilisation may be
limited by restrictions such as change‑in‑ownership rules. Example: A company with a £200 000
carried‑forward loss makes a profit of £150 000; the loss eliminates the tax liability for that year, and £50 000
remains for future use. Practical application: Loss utilisation is reflected in the CT600’s loss schedule, and the
remaining balance is tracked for subsequent periods. Challenges: Monitoring ownership changes, ensuring
compliance with anti‑avoidance rules, and correctly applying the “first‑year” loss utilisation order require
diligence.

Marginal Relief – a gradual reduction in corporation tax rate for companies with profits between the
small‑profits threshold (£50 000) and the main‑rate threshold (£250 000). Related: small profits rate, main
rate, rate band. Marginal relief provides a smooth transition between rates, avoiding a sharp tax jump.
Example: A company with taxable profit of £150 000 pays corporation tax at an effective rate of 20% after
marginal relief is applied. Practical application: The CT600 includes a calculation worksheet for marginal
relief, which automatically adjusts the tax due. Challenges: Accurate profit classification and timely filing are
essential to avoid mis‑application of the relief.

Management Expense – costs incurred in the ordinary course of running a business, which are generally
deductible for corporation tax. Related: allowable expenses, non‑deductible items, tax base. Examples
include salaries, rent, utilities, and professional fees. Example: A firm pays £25 000 in legal fees for a contract
review; the expense is allowable and reduces taxable profit. Practical application: Management expenses
must be supported by invoices and correctly allocated to the relevant accounting period. Challenges:
Distinguishing between capital expenditure and recurring management expenses can be nuanced,
especially for large projects.

Management Incentive Schemes (MIS) – tax‑efficient arrangements that provide employees with shares or
options, potentially qualifying for reliefs such as EMI or Company Share Option Plans (CSOP). Related: share
options, tax advantages, employee benefit. MIS can reduce corporation tax by allowing the company to
claim a deduction for the cost of the shares issued. Example: A company issues shares under a CSOP to
employees at a discount; the discount is deductible for corporation tax purposes. Practical application: The
scheme must be approved by HMRC, and the company must maintain a register of participants and share
allocations. Challenges: Ongoing compliance, valuation of shares, and interaction with other employee
benefits add complexity.

Material Change of Control – a significant shift in the ownership of a company that can affect the availability
of loss
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