
(*) This is the corporation tax rate in legislation at the time of going to print. The rate may change as a result of the UK 
Budget to be announced on 11 March 2020. 

Changes affecting taxation of non-UK resident 
companies investing in UK property 

Change in tax regime from income tax to corporation tax 

Taxation for non-UK resident companies investing in UK properties is changing, with non-
resident companies owning and renting UK property soon to be taxed under the Corporation 
Tax regime, instead of the Income Tax regime.  These changes have been introduced by the 
government to bring non-resident companies under the new tax legislation regarding interest 
restrictions and utilisation of tax losses. 

Timing of the change 

The change comes into effect from 6 April 2020.  The last accounting period taxed under the 
Income Tax regime will be the accounting period ending on 5 April 2020.  The first accounting 
period to be taxed under the Corporation Tax regime will commence on 6 April 2020.  Where 
the company’s accounting period straddles 6 April 2020, then profits/losses generated in the 
period up to 5 April 2020 should be taxed to income tax.  And profits/losses generated from 6 
April 2020 to the end of the accounting period should be taxed to corporation tax.  

The change is applicable to all non-UK resident companies that carry on a UK property 
business. 

Principle tax points to consider 

The headline technical points to consider from the switching of tax regime are: 

• The applicable tax rate for UK property business profits under the corporation tax

regime will be 17%, being the standard UK corporation tax rate from 1 April 2020

(*).

• The change will not lead to a deemed disposal of UK property.



• Capital allowance pools as at 5 April 2020 will be carried forward into the

corporation tax regime.

• Any property business losses at 5 April 2020 will not be lost.  Instead these will be

carried into the corporation tax regime as income tax property losses (‘ITPLs’),

where they will be available for offset against future UK property business profits

only.  These losses cannot be group relieved.

• From 6 April 2020, financing costs will come under the loan relationships regime,

instead of simply being deductible expenses as before.  Loan relationship deficits

may still be set off against property business profits, but will be subject to the

additional rules contained within the loan relationships regime.

• The corporate interest restriction (‘CIR’) rules will need to be considered, to

determine the deductibility of interest expenses.  These rules are complex, and

where the company falls within the regime, returns may require to be filed even

where no restriction is placed on the deduction of interest expenses.

For details regarding the changes to the taxation of property disposals by non-UK resident 
companies please see our Comment On entitled ‘Changes affecting non-UK resident 
companies investing in UK Property’. 

Administrative points to consider 

The main administrative points to look out for with the change in tax regime are: 

• Companies will be required to re-register with HMRC for corporation tax, despite

already being registered for income tax self-assessment.  The deadline for this

registration is three months after becoming chargeable to corporation tax, so by 30

June 2020 for companies with an existing UK property business and no property

disposals in the year.

• The final non-resident landlord income tax return form SA700 for the period to 5

April 2020 will have a filing deadline of 31 January 2021.

• The first corporation tax return form CT600 will have to be filed electronically on the

first anniversary of the end of the accounting period following 6 April 2020.  As

mentioned above, where the accounting period straddles 6 April 2020, then this

return will be for a short period of account.

• Companies will be required to file their corporation tax returns electronically and in

iXBRL format, being HMRC’s required format for receipts. In addition companies

will be required to file accounts alongside the corporation tax return, with the format

of these accounts still to be confirmed by HMRC.

• Payments of corporation tax are due nine months and one day after the end of the

accounting period for companies with taxable profits below £1.5m (the threshold is

reduced by number of group companies).  Where taxable profits exceed this

threshold quarterly payments of corporation tax are required, with the first

instalment being due six months and 14 days after the start of the accounting

period.

• Agent authorisation forms will have to be re-filed with HMRC to authorise your tax

agent to act on your behalf for corporation tax.

➢ Information correct at 14 February 2020 

For further information, please contact: 

John Rodger, Corporate Tax Partner at john.rodger@chiene.co.uk 
Philip Pagan, Corporate Tax Assistant Manager at philip.pagan@chiene.co.uk 
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