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Professional Certificate in Tax Law (United Kingdom)

Introduction to Tax Law

Tax law in the United Kingdom is a complex system of rules that determines how revenue is raised from
individuals, businesses and other entities. Understanding the fundamental vocabulary is essential for anyone
studying the Professional Certificate in Tax Law. The following explanation covers the most important terms,
provides examples of how they operate in practice, and highlights typical challenges that students and
practitioners may encounter.

Taxable income is the portion of a person’s or a company's earnings that is subject to tax after all allowable
deductions, exemptions and reliefs have been applied. For an employee, taxable income generally consists
of the salary, bonuses and benefits that exceed the personal allowance. Example: If an employee earns
£50,000 in a tax year and the personal allowance is £12,570, the taxable income is £37,430. The amount of
tax payable is then calculated by applying the relevant tax rates to this figure.

Personal allowance is the amount of income that an individual can earn each tax year without incurring any
income tax liability. The allowance is set by the government and may be adjusted annually for inflation. In
the 2024-25 tax year the personal allowance is £12,570. Certain circumstances, such as high income, can
reduce the allowance through the adjusted personal allowance mechanism, where the allowance is reduced
by £1 for every £2 of income above £100,000.

Marginal tax rate refers to the rate of tax that applies to the next pound of income earned. The UK income
tax system is progressive, meaning that higher bands of income are taxed at higher rates. For example, in
the 2024-25 tax year the basic rate is 20 % on income up to £37,700, the higher rate is 40 % on income
between £37,701 and £125,140, and the additional rate is 45 % on income above £125,140. Understanding
marginal rates helps taxpayers assess the impact of additional earnings or deductions.

Effective tax rate is the average rate of tax paid on total income, calculated by dividing total tax liability by
total income before allowances. It differs from the marginal rate because it reflects the overall tax burden
rather than the rate applied to the final slice of income. If a taxpayer with a £100,000 income pays £25,000
in tax, the effective tax rate is 25 %.

Tax year is the period for which tax is assessed and collected. In the UK the tax year runs from 6 April to 5
April of the following calendar year. The odd start date derives from historic calendar reforms and is
retained for consistency in tax administration. All individuals and most businesses must align their
accounting and reporting to this timeline unless they obtain special permission to use a different
accounting period.

Tax return is the formal document submitted to HM Revenue & Customs (HMRC) that details a taxpayer’s
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income, gains, reliefs and the resulting tax liability for a particular tax year. The most common form for
individuals is the Self-Assessment tax return (SA100). Companies file a corporation tax return (CT600).
Failure to submit a return on time can trigger penalties and interest charges.

Self-assessment is the system by which taxpayers calculate and report their own tax liabilities. Under this
regime, the taxpayer is responsible for determining the correct amount of tax due, completing the
appropriate return, and paying any balance by the statutory deadline. HMRC retains the right to review,
audit and adjust the return if it believes the calculation is inaccurate.

HM Revenue & Customs (HMRC) is the UK government department responsible for the collection of taxes,
the administration of customs, and the enforcement of tax law. HMRC issues guidance, processes returns,
conducts audits and imposes penalties. It also provides the online portal (HMRC Online Services) through
which most taxpayers file returns and make payments.

Corporation tax is the tax charged on the profits of companies and other corporate entities. The tax is
calculated on accounting profit, adjusted for tax purposes (e.G., Adding disallowed expenses and
subtracting allowable deductions). The main corporation tax rate in the 2024-25 year is 25% for profits over
£250,000, with a small-profits rate of 19 % for profits up to £50,000 and a marginal relief for profits in
between. Companies must file a CT600 return within 12 months of the end of their accounting period and
pay any tax due within nine months and seven days of that date.

Value Added Tax (VAT) is a consumption tax levied on the sale of most goods and services. VAT is charged at
each stage of the supply chain, but the net effect is that the final consumer bears the cost. The standard VAT
rate is 20 %, with reduced rates of 5% for certain supplies (e.G., Home energy) and 0% for exempt
categories (e.G., Most food and children’s clothing). Businesses registered for VAT must submit quarterly
VAT returns, detailing the tax collected on sales (output tax) and the tax paid on purchases (input tax). The
difference is either payable to or recoverable from HMRC.

Capital gains tax (CGT) applies to the profit made when an individual or a company disposes of an asset that
has increased in value. The tax is calculated on the difference between the disposal proceeds and the base
cost, after deducting allowable costs such as acquisition fees and improvement expenses. For individuals,
CGT rates in 2024-25 are 10 % for basic-rate taxpayers and 20 % for higher-rate taxpayers on most assets,
rising to 18 % and 28 % for residential property. Companies pay CGT as part of corporation tax at the
prevailing corporation tax rate.

Inheritance tax (IHT) is levied on the estate of a deceased person. The tax is charged on the value of assets
above the nil-rate band, which is £325,000 for the 2024-25 year. An additional residence nil-rate band of up
to £175,000 may apply if a home is passed to direct descendants. The standard IHT rate is 40 %, but it can
be reduced to 36 % if at least 10 % of the net estate is left to charity. Planning strategies often involve
making lifetime gifts, setting up trusts or using exemptions to minimise IHT exposure.

Stamp duty land tax (SDLT) is a tax payable on the purchase of land and property in England and Northern
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Ireland. The tax is calculated on a sliding scale based on the purchase price. For residential properties, the
first £250,000 is tax-free for first-time buyers, while the next £250,000 is taxed at 5%, and higher bands
attract rates up to 12%. Commercial property rates differ, and there are additional surcharges for purchases
of additional dwellings. SDLT must be paid within 30 days of the transaction, and failure to do so incurs
penalties.

National Insurance contributions (NICs) are payments made by employees, employers and the
self-employed to fund certain state benefits, such as the State Pension and statutory sick pay. NICs are
separate from income tax, although both are deducted from earnings. Employees pay Class 1 NICs on
earnings above the primary threshold (£12,570 for 2024-25) at 12 % up to the upper earnings limit, and 2%
on earnings above that. Employers also pay Class 1 NICs on employee earnings above the secondary
threshold. The self-employed pay Class 2 (a flat weekly rate) and Class4 (a percentage of profits)
contributions.

Tax relief refers to reductions in tax liability that arise from specific statutory provisions. Reliefs can be
granted for a variety of activities, such as charitable donations (gift aid), pension contributions, research and
development (R&D) expenditure, and investments in qualifying assets (e.G., Enterprise Investment Scheme).
For example, a £1,000 charitable donation under gift aid is treated as if the donor has made a £1,250
contribution, reducing taxable income accordingly.

Tax allowance is a fixed amount that can be deducted from income or gains before tax is calculated. The
personal allowance described earlier is a classic example. Other allowances include the dividend allowance
(£1,000 in 2024-25), the personal savings allowance (up to £5,000 for basic-rate taxpayers), and the trading
allowance (£1,000). Allowances are distinct from deductions because they are set amounts rather than
percentages of expenditure.

Tax exemption removes certain income, gains or transactions from the scope of tax altogether. Common
exemptions include interest on certain government securities, certain types of pension income, and gains on
the sale of a primary residence (subject to conditions). When an item is exempt, it does not form part of the
tax base and therefore does not affect the overall tax liability.

Deduction is a cost that can be subtracted from gross income to arrive at taxable income. In the UK,
allowable deductions include business expenses (e.G., Rent, utilities, salaries), pension contributions,
charitable gifts, and certain losses carried forward from previous years. The distinction between a deduction
and an allowance lies in the fact that deductions are based on actual incurred costs, while allowances are
predetermined amounts.

Loss relief allows taxpayers to offset trading or capital losses against other income or gains, reducing overall
tax. For individuals, unused capital losses can be carried forward indefinitely to offset future capital gains.
Trading losses of a sole trader can be set against other income in the same year, carried back to the
previous year (subject to restrictions), or carried forward to offset future profits. Companies may carry
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forward trading losses without limit, but there are restrictions on loss utilisation when there is a change in
ownership.

Tax base is the total amount of income, profit, gains or value upon which a tax is levied. For income tax, the
tax base is the aggregate taxable income after allowances and deductions. For VAT, the tax base is the value
of taxable supplies. Understanding the tax base is crucial for calculating the overall fiscal impact of a tax

policy.

Tax code is a series of numbers and letters issued by HMRC to indicate the amount of tax-free income an
employee is entitled to each pay period. The most common code, 1257L, reflects the standard personal
allowance (£12,570). An incorrect tax code can result in over- or under-payment of PAYE tax, leading to a
need for adjustments through the payroll system or a later self-assessment.

Double taxation occurs when the same income is taxed in more than one jurisdiction. The UK mitigates this
risk through tax treaties that allocate taxing rights between countries and provide relief mechanisms such as
foreign tax credits. For example, a UK resident who receives dividends from a French company may be liable
for French withholding tax, but can claim a credit against UK tax on that income, subject to treaty
provisions.

Tax treaty is an international agreement that prevents double taxation and encourages cross-border
investment. The UK has an extensive network of treaties, each containing provisions on residence,
permanent establishment, and the allocation of taxing rights for various categories of income (e.G., Interest,
royalties, dividends). Understanding treaty articles is essential for multinational corporations and individuals
with overseas income.

Tax credit is an amount that directly reduces the tax payable, rather than merely lowering the taxable
income. In the UK, the most common example is the child tax credit, which was largely replaced by
Universal Credit but still exists for certain legacy cases. Tax credits are advantageous because they provide a
dollar-for-dollar reduction in tax liability.

Tax surcharge is an additional levy imposed on top of the standard tax rate, usually for specific policy
objectives. The UK introduced a temporary additional rate on high earners in the past, and there are also
surcharges on corporation tax for certain sectors (e.G., Oil and gas). Surcharges increase the overall tax
burden and are often contentious in public debate.

Tax rebate is a repayment of tax that has been overpaid. Over-payment can arise from errors in payroll
coding, excess payments of estimated tax, or successful appeals against assessments. HMRC processes
rebates automatically in many cases, but taxpayers can also request a refund through a formal claim.

Tax audit is a detailed examination of a taxpayer's records by HMRC to verify compliance with tax law.
Audits can be random, risk-based, or triggered by specific red flags such as unusually large deductions.
During an audit, HMRC may request documentation, interview staff, and assess the accuracy of returns. The
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outcome may be an acceptance of the return, an amendment, or a penalty assessment.

Tax compliance refers to the degree to which taxpayers meet their legal obligations, including filing returns,
paying due amounts on time, maintaining records, and responding to HMRC enquiries. High compliance
reduces the need for enforcement actions and penalties. The UK tax system relies heavily on voluntary
compliance, supported by a robust information-exchange framework.

Tax administration encompasses all the processes and structures that HMRC uses to collect revenue, enforce
the law, and provide services to taxpayers. This includes registration, filing systems, payment processing,
audit and investigation, dispute resolution, and policy guidance. Efficient administration is vital for
maintaining public confidence and ensuring the fiscal sustainability of government programs.

Tax legislation consists of primary and secondary law that creates, defines and modifies tax obligations.
Primary legislation includes Acts of Parliament such as the Income Tax Act 2007, Corporation Tax Act 2010,
and Finance Acts that introduce annual changes. Secondary legislation comprises statutory instruments,
regulations and orders that provide detailed rules and administrative procedures.

Primary legislation is law passed by Parliament and receives the highest authority. Finance Acts, which are
passed each year, make the majority of changes to tax rates, thresholds and new provisions. For instance,
the Finance Act 2023 introduced the increase in the corporation tax rate from 19% to 25 % for large profits.

Secondary legislation is made under powers granted by primary legislation. It includes regulations, rules
and orders that fill in the details necessary for implementation. An example is the Income Tax (Earnings and
Pensions) Act 2003 regulations, which set out the treatment of pension income for tax purposes.

Case law develops through judicial decisions that interpret tax statutes and resolve disputes. The UK’s
common-law system means that courts play a vital role in shaping tax doctrine. Landmark cases such as
Woolwich Equitable Building Society v Inland Revenue Commissioners (1993) clarified the concept of
“settlement” for tax purposes, while Futter v HMRC (2013) refined the doctrine of legitimate expectations in
tax administration.

Precedent refers to previous judicial decisions that bind or persuade courts in later cases. In tax law,
precedents help determine the correct interpretation of ambiguous provisions, ensuring consistency and
predictability. Lower courts must follow binding precedents set by higher courts, while tribunals may be
guided by appellate decisions.

Statutory interpretation is the process by which courts give meaning to legislation. Three main approaches
dominate: The literal rule (read words in their ordinary meaning), the purposive approach (consider the
purpose of the provision), and the mischief rule (interpret the statute to remedy the problem it intended to
address). Tax statutes often contain specific definitions that limit the scope of interpretation, but courts still
need to resolve ambiguities.
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Tax avoidance is the use of legitimate methods to minimise tax liability, exploiting gaps or ambiguities in
the law. While technically lawful, aggressive avoidance may be viewed as contrary to the spirit of the law.
The UK has introduced anti-avoidance rules to curb abusive schemes, such as the general anti-avoidance
rule (GAAR).

Tax evasion is the illegal act of deliberately misrepresenting facts to reduce tax liability. This includes
under-reporting income, falsifying records, or concealing assets. Tax evasion is a criminal offence,
punishable by fines, imprisonment, and prosecution. HMRC's investigative powers, including the ability to
obtain court orders and conduct site visits, are geared toward detecting and deterring evasion.

Tax planning is the process of arranging one’s affairs to achieve the lowest tax position within the law.
Effective planning involves understanding the interaction of various reliefs, allowances, and timing
considerations. For example, a business may accelerate deductible expenses into the current tax year to
reduce its taxable profit, while a taxpayer may defer receipt of a bonus to the following year to benefit from
a lower marginal rate.

Tax avoidance schemes are structured arrangements that aim to achieve a tax advantage that is not
intended by legislation. The UK distinguishes between “permitted” and “unacceptable” schemes.
Unacceptable schemes are those that involve a “tax benefit” that is “contrary to the purpose” of the relevant
provision, as defined by the anti-avoidance legislation. HMRC may issue a “disguised remuneration” or
“artificial transaction” warning to highlight such schemes.

Anti-avoidance rules are legislative tools designed to counteract artificial arrangements that achieve tax
benefits without genuine commercial substance. These rules may be specific (targeting particular types of
transactions) or general (applicable to a wide range of arrangements). The GAAR, introduced in 2013,
provides a broad mechanism to counteract tax advantages arising from a series of steps that have no
commercial purpose other than to obtain a tax benefit.

General anti-avoidance rule (GAAR) empowers HMRC to counteract tax advantages that arise from a
“misuse” of tax provisions. To apply GAAR, HMRC must demonstrate that the main purpose of the
arrangement was to obtain a tax advantage, that the arrangement lacks commercial substance, and that the
tax advantage is “contrary to the purpose” of the provision. The rule is applied sparingly, given its high
threshold, but it serves as a deterrent against aggressive avoidance.

Specific anti-avoidance provisions include the settlements legislation, the loan charge (targeting disguised
remuneration), the dividend stripping rules, and the income shifting provisions. Each set of rules addresses a
particular pattern of avoidance. For instance, the loan charge applies to loans that were used to avoid
income tax and National Insurance on remuneration.

Transfer pricing is the set of rules that ensures transactions between related parties (e.G., A UK subsidiary
and its foreign parent) are conducted at arm’s length, i.E., On terms that would be agreed between
independent parties. The UK follows the OECD Transfer Pricing Guidelines, requiring documentation,

Read online: https://certificates.gsbf.co.uk/guides/5381404/ Greenwich School of Business and Finance - 26 Jun 2026
introduction-to-tax-law



GSBF

Greenwich School of
Business and Finance

Change your life. Start from here

benchmarking analysis, and adjustments where prices are deemed non-arm’s length. Failure to comply can
result in adjustments, interest and penalties.

UK tax residency determines whether an individual or entity is subject to UK tax on worldwide income. For
individuals, residency is assessed using the Statutory Residence Test (SRT), which examines the number of
days spent in the UK, ties such as family, accommodation, and work. Companies are generally resident if
incorporated in the UK or if central management and control is exercised there. Residency status influences
the scope of tax liability and eligibility for reliefs.

Domicile is a distinct concept from residency, referring to the country that an individual regards as their
permanent home. The UK distinguishes between “domicile of origin,” “domicile of choice,” and "deemed
domicile” for tax purposes. Domicile status affects the treatment of foreign income and gains, particularly
for inheritance tax and the choice of tax regime for non-UK assets.

Deemed domicile applies to individuals who have been UK residents for a certain number of years (15 out
of the previous 20 years) and who were not domiciled elsewhere at the start of that period. Deemed
domicile subjects the individual to the same tax treatment as a UK-domiciled person, meaning worldwide
income and gains are subject to UK tax without the “remittance basis” relief.

Remittance basis is a tax treatment available to non-domiciled individuals who are UK residents. Under the
remittance basis, foreign income and gains are only taxed when they are “remitted” (brought) into the UK.
This regime can be advantageous for high-net-worth individuals with substantial offshore assets, but it
requires a yearly election and may involve a remittance basis charge (e.G., £30,000 Or £60,000 depending
on the length of UK residence).

Tax relief for research and development (R&D) encourages innovation by allowing companies to claim
enhanced deductions for qualifying expenditure. The UK scheme offers a 100 % deduction for qualifying
costs, plus an additional “super-deduction” of 130 % for expenditures incurred after 1 April 2021. The relief
can be claimed in the corporation tax return and can be carried forward if insufficient tax is payable in the
current year.

Enterprise Investment Scheme (EIS) and Seed Enterprise Investment Scheme (SEIS) provide tax incentives for
investors in qualifying start-up companies. EIS offers income tax relief of 30% on investments up to

£1 million per tax year, plus capital gains tax deferral and exemption on disposal after three years. SEIS
provides 50 % income tax relief on investments up to £100,000, with similar CGT benefits. These schemes
are designed to stimulate venture capital and high-growth entrepreneurship.

Capital allowances are deductions that businesses can claim for the depreciation of capital assets, such as
plant, machinery and equipment. The UK system allows for “annual investment allowance” (AlA) up to

£1 million, "writing-down allowances” (WDA) at various rates (e.G., 18 % For general plant and machinery),
and “enhanced capital allowances” for energy-efficient equipment. Claiming capital allowances reduces
taxable profit and therefore corporation tax.
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Loss carry-back enables a taxpayer to offset a current year loss against profits of a previous year, potentially
resulting in a tax refund. For companies, the loss carry-back period is usually three years, but special rules
may allow a one-year carry-back for losses arising from the COVID-19 pandemic relief measures. Individuals
can carry back capital losses to the previous year, offsetting gains and possibly generating a tax refund.

Loss carry-forward allows unused losses to be applied against future profits. In the UK, trading losses of
companies can be carried forward indefinitely, while individuals can carry forward capital losses indefinitely.
However, there are restrictions, such as the “change of ownership” rules that limit loss utilisation after a
significant shift in shareholding.

Tax shelter is an investment or arrangement that reduces taxable income, often through deductions or
exemptions. Common shelters include pension contributions, charitable giving, and certain property
investments. While shelters are lawful, the term can carry a negative connotation when used to describe
aggressive structures that exploit loopholes.

Tax haven denotes a jurisdiction with low or zero tax rates, minimal reporting requirements and strong
secrecy laws. The UK maintains a list of “non-cooperative jurisdictions” and engages in international
cooperation to combat base-erosion and profit-shifting. Transfer pricing and controlled foreign company
(CFC) rules aim to prevent UK taxpayers from exploiting tax havens to avoid UK tax.

Controlled foreign company (CFC) rules target UK shareholders who own a foreign company that derives
income from low-tax jurisdictions. If the foreign subsidiary’s effective tax rate is below a certain threshold,
the UK may attribute a proportion of its profits to the UK shareholders, who must then pay UK corporation
tax. The CFC regime includes exemptions for genuinely low-risk activities and for subsidiaries that meet the
“substantial economic activity” test.

Substantial economic activity test assesses whether a foreign subsidiary conducts real business operations,
rather than being a mere conduit for profit shifting. The test considers factors such as the location of
employees, assets, and decision-making. Satisfying the test can exempt a foreign subsidiary from CFC
attribution, preserving the UK tax position.

Tax credit relief is different from a tax credit. It generally refers to the reduction in tax liability achieved by
claiming a statutory relief, such as the “foreign tax credit” which allows UK taxpayers to offset foreign tax
paid against UK tax on the same income, subject to limits. The credit is calculated on a one-to-one basis,
ensuring no double taxation.

Foreign tax credit operates by allowing a UK taxpayer to deduct foreign tax paid on foreign-source income
from their UK tax liability on that income. The credit cannot exceed the UK tax that would have been
payable on the same income. For example, if a UK resident receives £10,000 of foreign dividends and pays
£2,000 foreign tax, they can claim a credit of up to the UK tax due on the £10,000, reducing their overall
liability.
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Tax surcharge for high earners was introduced in 2015 as a temporary measure, adding 3 % to the additional
rate of income tax for incomes above £150,000. Though the surcharge has since been withdrawn, it
illustrates how the government can use surcharges to achieve short-term fiscal objectives.

Tax rebate claim may be made under the “overpayment of tax” provisions. Taxpayers can file a claim with
HMRC, providing supporting documentation, to recover any excess tax paid. The claim must be made within
four years of the end of the tax year in which the overpayment occurred, unless there is evidence of fraud or
negligence.

Penalty regime in the UK includes a range of sanctions for late filing, late payment, inaccurate returns and
failure to comply with information requests. Penalties are generally calculated as a percentage of the unpaid
tax, increasing with the length of delay and the severity of the breach. For example, a late filing penalty may
start at 5% of the tax due, rising to 10% and 15 % after further delays.

Interest charge is applied to any outstanding tax liability, accruing from the date the tax became due until it
is paid. HMRC's interest rates are set quarterly and may differ for overpayments (where HMRC pays interest
to the taxpayer) and under-payments (where the taxpayer owes interest). The interest serves both as
compensation for the government and as a deterrent against late payment.

Self-assessment payment deadline for individuals is 31 January following the end of the tax year. For
example, the tax year ending 5 April 2024 has a payment deadline of 31 January 2025. Companies have a
later deadline, nine months and seven days after the accounting period end, but may be required to make
quarterly instalments for corporation tax if their liability exceeds £1 million.

Quarterly instalments are required for large companies and for self-employed individuals whose tax liability
exceeds £1000. Instalments are due on 31 March, 30 June, 30 September and 31 December. Failure to make
instalments on time results in interest and penalties, even if the total tax due is paid by the final deadline.

PAYE (Pay As You Earn) is the system by which employers deduct income tax and NICs from employees’
wages each pay period and remit the amounts to HMRC. PAYE also includes the submission of real-time
information (RTI) to HMRC, which provides up-to-date records of employee earnings and tax deductions.
Employers are responsible for operating PAYE correctly, and errors can lead to penalties.

Real-time information (RTI) reporting requires employers to submit details of each pay run to HMRC on or
before the payday. RTl data includes employee NI numbers, gross pay, tax deducted, and NICs. The system
improves accuracy and enables HMRC to monitor compliance more effectively.

Statutory deadline is the legally prescribed date by which a tax obligation must be fulfilled. Missing a
statutory deadline triggers the penalty regime. For example, the statutory deadline for filing a corporation
tax return (CT600) is 12 months after the accounting period end. The deadline for paying corporation tax is
nine months and seven days after the period end.
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Tax information exchange agreements (TIEAs) are bilateral arrangements that facilitate the sharing of
tax-relevant information between jurisdictions. The UK has signed TIEAs with many jurisdictions to combat
tax evasion and ensure compliance with international standards, such as the OECD’'s Common Reporting
Standard (CRS). Under a TIEA, HMRC can request details of offshore assets held by UK residents.

Common Reporting Standard (CRS) is an international standard for the automatic exchange of financial
account information. Financial institutions must collect and report details of accounts held by non-resident
individuals and entities to their local tax authority, which then shares the information with the relevant
jurisdiction. The UK's participation in CRS enhances transparency and helps detect hidden offshore assets.

Beneficial ownership refers to the natural person who ultimately owns or controls a legal entity, such as a
company or trust. The UK maintains a public register of People with Significant Control (PSC) to increase
corporate transparency. Beneficial ownership information is crucial for anti-money-laundering compliance
and for HMRC's risk-based audit selection.

Transfer of assets can trigger tax consequences, depending on the nature of the assets and the parties
involved. For example, the transfer of shares may give rise to capital gains tax, while the transfer of property
may attract stamp duty land tax. Careful planning can mitigate tax exposure by utilising exemptions such as
the “gift exemption” for certain intra-family transfers.

Gift exemption allows individuals to give away assets up to a certain value without incurring inheritance tax.
In the UK, each individual can make gifts of up to £3,000 per tax year without the gifts being added to the
estate for IHT purposes. Gifts exceeding this amount may be subject to the “seven-year rule,” where the
value of the gift is added back to the estate if the donor dies within seven years.

Seven-year rule is a key concept in inheritance tax planning. Gifts made more than seven years before death
are generally exempt from IHT, while those made within seven years are “tapered” based on the time
elapsed. The taper relief reduces the IHT payable on the gift, with the reduction increasing the longer the
donor survives after making the gift.

Business asset disposal relief (formerly entrepreneurs’ relief) reduces the capital gains tax rate on the
disposal of qualifying business assets to 10% (or 18 % for residential property) for individuals. The relief is
available on gains up to £1 million, subject to certain conditions such as a minimum shareholding and a
three-year qualifying period. This relief encourages entrepreneurship and investment in small businesses.

Disposal of assets can be a complex event for tax purposes. The tax consequences depend on the nature of
the asset (e.G., Trading stock, investment property, shares), the method of disposal (sale, gift, exchange), and
the taxpayer’s status (individual, company, trust). Accurate record-keeping of acquisition costs,
improvement expenses and disposal proceeds is essential for calculating the correct gain or loss.

Tax deferred investment is an arrangement where tax on income or gains is postponed until a later date,
often when the taxpayer expects to be in a lower tax bracket. Pension schemes are a classic example, as
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contributions are tax-deductible now, and tax is deferred until benefits are drawn in retirement. The deferral
can provide a cash-flow advantage and potentially lower overall tax.

Tax accelerated depreciation allows a taxpayer to claim larger deductions in the early years of an asset's life,
reducing taxable profit in those years. The UK's capital allowance system, especially the annual investment
allowance, provides an accelerated method of writing down the cost of qualifying assets, encouraging
investment.

Tax loss harvesting is a strategy used by investors to realise capital losses deliberately, which can then be
offset against capital gains. By selling under-performing assets at a loss, an investor reduces their overall
capital gains tax liability. The losses can be carried forward indefinitely, offering future tax planning
flexibility.

Tax residency test for companies examines where central management and control (CM&C) is exercised. The
location of board meetings, the residence of directors, and the place where strategic decisions are made are
all relevant factors. A company incorporated abroad but with its CM&C in the UK will be deemed
UK-resident for tax purposes and subject to corporation tax on worldwide profits.

Economic substance doctrine is an emerging principle that requires transactions to have genuine
commercial purpose beyond tax benefits. HMRC may disregard arrangements lacking substance, treating
them as artificial and applying anti-avoidance provisions. The doctrine aligns with international initiatives
such as the OECD's Base Erosion and Profit Shifting (BEPS) Action Plan.

Base erosion refers to the reduction of a tax base through profit shifting, where multinational enterprises
allocate profits to low-tax jurisdictions. The UK's BEPS-related measures, including the Controlled Foreign
Company rules, the Diverted Profits Tax (DPT), and the interest limitation rules, aim to prevent base erosion.

Diverted Profits Tax (DPT) is a 25 % tax on profits that UK-based multinationals divert to offshore
jurisdictions to avoid UK tax. The DPT applies where a company’'s UK-derived profits are artificially reduced
through arrangements that have no commercial substance. The tax is designed as a “tax on tax avoidance”
and can be offset against corporation tax under certain circumstances.

Interest limitation rules restrict the amount of interest expense that a company can deduct for corporation
tax purposes. The rules cap the deductible interest to 30 % of the company’s taxable earnings before
interest, tax, depreciation and amortisation (EBITDA). Excess interest is carried forward and can be deducted
in future years when the cap is not exceeded.

Tax compliance software such as HMRC Online Services, TaxCalc and IRIS assist practitioners in preparing
returns, calculating liabilities and maintaining records. These tools incorporate up-to-date legislative
changes, automate calculations, and generate the required forms for submission. Effective use of software
reduces the risk of errors and improves efficiency.
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Record-keeping obligations require taxpayers to retain documentation for a minimum period (usually five
years from the filing date). Records must include invoices, receipts, bank statements, contracts and
supporting calculations. Failure to produce records during an HMRC enquiry can result in penalties and may
limit the taxpayer’s ability to claim reliefs.

Disclosure of tax arrangements (DOTAs) is a voluntary scheme that encourages taxpayers to disclose
complex arrangements to HMRC in advance. By providing detailed information, the taxpayer can obtain
assurance that the arrangement is compliant, potentially avoiding future disputes. While DOTAs are not
mandatory, they can be a valuable risk-management tool.

Tax tribunal is the independent body that hears disputes between taxpayers and HMRC. The First-Tier
Tribunal (Tax) deals with most tax cases, while the Upper Tribunal hears appeals on points of law. Tribunals
can confirm, vary or overturn HMRC decisions, and may award costs to the successful party.

Costs and costs orders in tax litigation can be significant. The tribunal may award costs on a “full costs”
basis if the taxpayer's case is successful, or on a “partial costs” basis if the case is partially successful.
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