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Established in 1933, Hillier Hopkins is now a
leading firm of independent Chartered
Accountants, with more than 250 staff across 3
office locations:

. Pall Mall (Central London)

- Watford (Hertfordshire; 20 minutes by train to
Central London)

« Milton Keynes (Buckinghamshire; 35 minutes
by train from Central London and at the mid-
point of the Oxford-Cambridge technology arc)

We are the friendly experts for businesses large and small, serving UK
and international companies with particular expertise in indirect tax,
VAT, customs and corporate tax. Our teams work collaboratively to
provide holistic advice on domestic and cross border trading.
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Subsidiary vs branch

Understanding business entities in the UK

In the dynamic world of international business, companies often seek to expand their
operations beyond their home countries. The UK, with its robust economy and business-
friendly environment, is a prime destination for such expansion. When a foreign company
decides to establish a presence in the UK, it typically considers two primary structures:
subsidiaries and branches. Understanding the differences between these entities is crucial
for making an informed decision that aligns with the company's strategic goals.

Autonomous entities with distinct legal status

A subsidiary is a separate legal entity from its parent company. It is incorporated under UK
law and operates as an independent company, even though it is owned and controlled by the
foreign parent company. This autonomy allows the subsidiary to enter into contracts, own
property, and be held liable for its actions independently of the parent company.

Advantages of subsidiaries

« Limited liability: The parent company's liability is generally limited to the extent of its
investment in the subsidiary. This means that the parent is not directly liable for the
subsidiary's debts and obligations.

« Operational flexibility: Subsidiaries can develop their own business strategies and
operations tailored to the local market, providing greater flexibility and responsiveness
to local conditions.

. Tax benefits: Subsidiaries are subject to UK corporate tax on their profits, which may
offer advantageous tax planning opportunities. They can also benefit from the UK's
network of double taxation treaties.

. Reputation and branding: Operating as a local company can enhance credibility and trust
with customers, suppliers, and regulators, potentially leading to better business
relationships.

Establishing a subsidiary

To establish a subsidiary in the UK, a foreign company must go through the incorporation
process with Companies House, the UK’s registrar of companies. This involves:

« Choosing a company name: The name must be unique and comply with UK naming
regulations.

« Preparing incorporation documents: These include the Memorandum of Association,
Articles of Association, and other necessary forms.

« Appointing directors and a company secretary: While there is no requirement for the
directors to be UK residents, having local directors can be beneficial for managing local
affairs.

- Registering for taxes: The subsidiary must register for UK taxes, including Corporation
Tax and VAT if applicable.



Branches: Extensions of the parent company

A branch, unlike a subsidiary, is not a separate legal entity. It is an extension of the foreign
parent company and operates under the parent’s name and structure. This means that the
parent company is directly liable for the branch’s activities and obligations.

Advantages of branches

« Direct control: The parent company maintains direct control over the branch's
operations, ensuring alignment with the overall corporate strategy.

« Consolidated financial reporting: Branches do not require separate financial statements,
simplifying the accounting and reporting processes, however the parent company
accounts will need to be filed at Companies House.

Establishing a branch

To set up abranch in the UK, a foreign company must register the branch with Companies
House. The registration process includes:

« Providing company information: The parent company must submit detailed information,
including its legal name, country of incorporation, and business activities.

« Registering the branch address: A UK address for the branch must be provided for legal
and correspondence purposes.

« Appointing a representative: A local representative must be appointed to act on behalf of
the branch in the UK.

Key considerations for choosing between a subsidiary and a branch

When deciding between a subsidiary and a branch, companies should consider several
factors:

. Liability and risk management: Subsidiaries offer limited liability, protecting the parent
company’s assets, whereas branches expose the parent to direct liability.

« Taximplications: Tax treatment can differ significantly between subsidiaries and
branches, impacting overall tax efficiency. Consulting with tax advisors is essential to
understand these implications fully.

« Regulatory compliance: Subsidiaries must comply with UK corporate laws independently,
while branches must ensure the parent company’s compliance with UK regulations.

« Market perception and credibility: Operating as a subsidiary can enhance local market
perception and credibility compared to a branch, which is seen as an extension of a
foreign entity.

Both subsidiaries and branches offer viable pathways for foreign companies looking to
establish a presence in the UK. The choice between these two structures depends on the
company’s strategic objectives, risk tolerance, tax considerations, and operational
preferences. By carefully evaluating these factors, companies can choose the structure that
best supports their business goals and maximises their potential for success in the UK
market.



Employing staff

Tax considerations for overseas businesses

Expanding operations into the UK offers substantial opportunities for overseas businesses.
However, employing staff in the UK comes with specific tax obligations that need careful
consideration to ensure compliance and optimise financial management. This article
provides an overview of the key tax requirements and practical steps necessary for overseas
businesses employing staff in the UK.

Key taxes when employing staff

. National Insurance Contributions (NIC): Employers are required to pay Class 1 NIC if they
have a UK based office on employee earnings exceeding £417 per month. The Class 1 NIC
rate is currently 15%. For employees under 21, contributions are waived on earnings up to
£4,189 per month. Additionally, Class 1A and Class 1B NIC are applicable to employee
benefits like private medical insurance, also at 15%.

« Employment allowance: This can reduce an eligible employer’s secondary Class 1 NIC
liability by up to £10,500 a year. From 6 April 2025, the previous £100,000 eligibility cap
was removed for eligible employers.

. Pay AsYou Earn (PAYE) and Employee NIC: PAYE is a system used to collect income tax
from employees' salaries. Employees are subject to income tax on earnings above their
personal allowance, the current basic tax allowance is £12,570, with rates of 20% on
earnings from £12,571 to £50,270, 40% on earnings from £50,271 to £125,140, and 45% on
earnings above £125,140. Employee Class 1 NIC is paid at 0% on earnings up to £1,048 per
month, 8% on earnings between £1,048 and £4,189 per month, and 2% on earnings above
that.

. Pension contributions: Auto-enrolment in a pension scheme is mandatory for employees
aged 22 and over earning at least £10,000 annually. Employers must contribute a
minimum of 3% of the employee’s earnings, with employees contributing 5%.

Practical steps for compliance

« Registering with HMRC: Overseas businesses can register as employers with HMRC to
handle PAYE, NIC, and other related taxes. This registration ensures that the company
can legally employ staff and meet its tax obligations.

« Payroll management: Setting up a reliable payroll system is essential to accurately
calculate and deduct PAYE and NIC. This system ensures timely payments to HMRC and
compliance with tax laws.

« Utilising allowances and reliefs: Businesses should take advantage of available
allowances, such as the Employment Allowance, to minimise tax liabilities.
Understanding and applying these reliefs can lead to significant savings.

« Adhering to reporting requirements: Payroll information must be reported to HMRC in
real time (on or before each payday), with year-end reporting completed as required.
Maintaining accurate records and meeting deadlines prevents penalties and ensures
smooth business operations. Proper documentation and timely submissions are critical
for compliance.



Additional Considerations

« Benefits in kind: Offering benefits like company cars or health insurance involves
additional NIC payments. Understanding the tax implications of these benefits helps
design attractive yet compliant compensation packages for employees.

« Engaging with tax advisors: Given the complexity of the UK tax system, consulting with
tax advisors is highly recommended. These professionals can provide guidance to ensure
compliance and optimise tax efficiency, helping the business navigate the regulatory
landscape effectively.

« Compliance with employment laws: Beyond taxes, businesses must adhere to UK
employment laws, including those related to minimum wage, working hours, and
employee rights. Ensuring compliance with these laws is essential for avoiding legal
issues and fostering a positive work environment.

Employing staff in the UK involves understanding and managing various tax obligations,
including National Insurance Contributions, PAYE, and pension contributions. By registering
with HMRC, setting up an efficient payroll system, utilising available allowances, and
consulting with tax advisors, overseas businesses can ensure compliance and optimise their
financial operations. Expanding into the UK can be a rewarding venture, provided that
businesses diligently adhere to tax and regulatory requirements. Understanding and
addressing these obligations are key steps toward successful and sustainable growth in the
UK market.



Audit requirements

Companies and LLPs are generally required to have their accounts audited, unless they
qualify for an exemption. The eligibility criteria for audit exemption are intricate, so it's
advisable to seek professional advice to determine if a company or LLP is exempt. The UK
Government has updated the criteria for accounting periods beginning on or after 6 April
2025. Typically, accounts do not need to be audited if the company or LLP meets two of the
following three criteria for two consecutive years:

« Aturnover of no more than £15 million.
« A balance sheet total of no more than £7.5 million.
« No more than 50 employees.

It is important to note that some companies below these thresholds may still need to have
an annual audit. For example, those operating in certain regulated industries, publicly traded
businesses, or entities which are part of a medium or large sized group.

Company thresholds

The government has set thresholds to determine the financial rules that a business must
follow. To be classified as a micro, small, medium or large company, a business must meet
two of the three criteria for each classification below.

Micro businesses - Micro-entities generally qualify if they meet at least two of the following:
turnover not more than £1 million; balance sheet total not more than £500,000; 10 or fewer
employees.

Small businesses - A company is generally small if it meets at least two of the following:
turnover not more than £15 million; balance sheet total not more than £7.5 million; 50 or
fewer employees.

Medium-sized businesses - A company is generally medium-sized if it meets at least two of
the following: turnover not more than £54 million; balance sheet total not more than £27
million; 250 or fewer employees.

Large businesses - Any business exceeding the thresholds above.

Businesses that move into a different classification for two consecutive financial years must
follow the rules for that classification.

UK company being part of a larger group?

In addition to the requirements above for a small standalone company, a company which is a
member of a group will need to consider the size of the entire group of which it is a member
and whether any group member makes the group ineligible. This involves looking at those
entities both above and below itself in the group, as well as those in different branches of
the group structure.

How will these changes affect my business?

Where businesses no longer need an audit that does not necessarily mean they shouldn’t
continue to be audited. If a business falls into the small business category but owners are
planning for an exit down the line, having a history of audited accounts adds credibility.
Similarly, if a business is considering external funding, investors will expect to see fully
audited accounts. It should also be remembered that businesses with bank funding may also
find the terms of that borrowing are dependent on an annual audit.



Tax implications

Many businesses looking to trade in the UK either establish a UK branch of an overseas
company or create a separate UK subsidiary. A UK company is generally more favourable due
to its separate legal identity, which protects overseas investors from UK claims. Profits from
UK activities are subject to UK corporation tax.

Operating through a UK company

A UK resident company is liable to corporation tax on all its income and chargeable gains,
regardless of their origin. A company is considered UK resident if it is incorporated in the UK
or its central management and control are in the UK. Dual residency issues are typically
resolved through tax treaties, determining residence based on the place of effective
management.

Non-UK resident companies trading in the UK through a permanent establishment are also
subject to UK corporation tax on income and gains from that establishment. Companies
must self-assess their tax liabilities and keep detailed documentation. Corporation tax rates
are fixed for each financial year starting April 1. If a company’s accounting period does not
align with the financial year, profits must be apportioned, and the relevant tax rate applied.

Corporation tax rates

Since April 1, 2015, the standard corporation tax rate for non-ring fence profits was set at
20%. It was reduced to 19% for the years starting April 1, 2017, 2018, and 2019. Initially, a
reduction to 18% was planned for April 2020 but was maintained at 19% for 2020 and 2021.
From April 2023, the rate increased to 25% for profits over £250,000, with small profits under
£50,000 remaining at 19%. Profits between £50,000 and £250,000 can claim marginal relief,
gradually increasing the corporation tax rate.

Payment of corporation tax

Large companies, those with taxable profits over £1.5 million, must pay quarterly
instalments. The £1.5 million threshold is adjusted for group companies. If a company is large
for two consecutive periods or has taxable profits over £10 million, it must pay quarterly.
Companies with an annual tax liability under £10,000 pay nine months and one day after the
accounting period ends. Tax returns are due within 12 months of the year-end. Very large
companies (broadly those with taxable profits over £20 million, subject to group and period
adjustments) must pay corporation tax by accelerated quarterly instalments, with payment
dates depending on their accounting period.

Non-resident landlords

From April 6, 2020, non-UK resident companies are subject to corporation tax, notincome
tax, on profits from UK property businesses and other UK property income. Transitional rules
apply for accounting periods straddling this date.

Digital services tax

Since April 2020, a 2% digital services tax currently applies to certain digital businesses
meeting the relevant UK and global revenue thresholds, although this remains an area of
ongoing international tax reform. This tax targets internet search engines, social media
platforms, and online marketplaces of businesses with global revenues over £500 million.
Loss-makers are exempt, and businesses with low profit margins are subject to a reduced
rate.



Capital gains

Capital gains by companies are taxed at the standard corporation tax rate. Non-resident
companies are taxed on gains from the sale of assets used in a UK trade through a
permanent establishment. Since April 2015, non-UK residents have been taxed on residential
property disposals, extended to non-residential property from April 2019. Capital losses can
only offset gains in the same year or be carried forward. It is not possible to carry back
losses.

A capital gain on the disposal of shares in a trading company may be exempt if at least 10%
of the share capital is held for 12 months. This is known as the “Substantial Shareholdings
Exemption”. For disposals on or after April 1, 2017, the rules were relaxed: the company
making the disposal need not be a trading company, and the holding requirement can be met
if 10% was held for any 12-month period within six years before disposal.

Transfer pricing

UK transfer pricing laws apply to both intra-UK and cross-border transactions, affecting
individuals, partnerships, and corporations. These laws ensure that transactions between
connected parties are at arm’s length to prevent tax advantages from manipulated terms.
The UK follows OECD guidelines for determining arm’s length prices. Companies must self-
assess transfer pricing adjustments and maintain documentation. Penalties apply for non-
compliance, including up to £3,000 for incorrect returns and up to 100% of unpaid tax.

Smaller groups (with turnover or assets under €10 million and fewer than 50 employees) are
exempt from these rules. Medium-sized groups (fewer than 250 employees, turnover under
€50 million, or assets under €43 million) must keep transaction records. HMRC adjusts
profits only if there is significant tax loss due to manipulation.

Summary

Doing business in the UK involves understanding various tax obligations. UK resident
companies are taxed on global income and gains, while non-UK resident companies are taxed
on UK-derived income. Detailed self-assessment, documentation, and adherence to transfer
pricing regulations are essential. Corporation tax rates vary based on profit levels, with
additional taxes like digital services tax and capital gains tax impacting specific activities.
Specific rules apply to non-resident landlords and share disposals, making compliance and
strategic tax planning crucial for businesses operating in the UK.
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VAT

VAT is a significant aspect of the UK’s tax system, and its implications extend beyond
domestic companies. Overseas businesses engaging in trade within the UK are also subject
to VAT regulations, which have undergone notable changes in the past year. These
amendments are crucial for foreign companies to understand, as non-compliance can result
in financial penalties and operational disruptions.

Overview of VAT

VAT is a consumption tax levied on the value added to goods and services at each stage of
production or distribution. The standard VAT rate in the UK is 20%, though reduced rates and
exemptions apply to certain goods and services. While VAT is ultimately borne by the end
consumer, businesses play a critical role in collecting and remitting this tax to HMRC.

For overseas companies, the VAT landscape can be complex, especially when navigating
cross-border transactions. Whether a foreign company is selling directly to consumers (B2C)
or engaging in business-to-business (B2B) transactions, understanding VAT obligations is
essential to avoid compliance issues.

Recent VAT amendments

The last year has seen several important VAT amendments that have implications for
overseas companies trading in the UK. These changes reflect the UK’s evolving economic
environment, particularly in the post-Brexit context, and aim to streamline tax collection and
combat fraud.

One Stop Shop (0SS) and Import One Stop Shop (I0SS): One of the most significant changes
has been the introduction of the OSS and I0SS schemes, which took effect in July 2021.
These schemes are designed to simplify VAT obligations for businesses selling goods to
consumers across the EU. Although the UK is no longer part of the EU, these schemes are
still relevant for UK businesses and overseas companies selling to EU consumers.
Businesses trading with Northern Ireland consumers are also caught by this system.

Under the OSS scheme, businesses can report and pay VAT on all B2C sales across the EU
through a single VAT return in one EU member state. The I0SS scheme, on the other hand,
applies to imports of low-value goods (below €150) into the EU. The UK has its own post-
Brexit VAT rules for imports and online marketplace sales, but these are distinct from the
EU’s OSS and I0SS regimes.

Post-Brexit VAT on online marketplaces: Post-Brexit, the UK introduced specific VAT rules
targeting online marketplaces (OMPs) like Amazon and eBay. From January 1, 2021, OMPs are
responsible for collecting and accounting for VAT on sales of goods by non-UK businesses to
UK consumers. This change aims to level the playing field for UK businesses and ensure that
VAT is paid on all sales, regardless of the seller’s location.

For overseas companies, this means that if they sell goods via an OMP, the marketplace
itself will may handle the VAT, depending where the goods are located at the point of sale
and the value (under €135), simplifying compliance but potentially affecting pricing
strategies. However, if the company sells directly to UK consumers without using an OMP
sells goods located in the UK via an online marketplace at the point of sale or are over €150 in
value, they must register for UK VAT and handle the tax obligations themselves.

It is worth noting that similar rules for goods apply in the EU and there are sometimes online
marketplace rules for the supply of services to consumers in both the UK and EU.
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VAT reverse charge for construction services: Another significant change is the introduction
of the VAT reverse charge for certain construction services. Although primarily affecting
domestic businesses, overseas companies providing construction services in the UK need to
be aware of this amendment. The reverse charge mechanism means that the customer,
rather than the supplier, accounts for VAT. This change is aimed at combating VAT fraud in
the construction sector, but it adds an extra layer of complexity for foreign businesses
operating in this industry.

VAT reverse charge on other supplies: There is a domestic reverse charge similar to the
construction industry on the sales of mobile phones and computer chips, wholesale
telephone services, carbon emissions allowances, renewable energy certificates, and
wholesale supplies of gas and electricity. This means that anyone registered for VAT in the
UK.

VAT reverse charge on services supplied by an overseas business to a VAT registered
business in the UK: If an overseas business supplies land related services, admissions to
events, long term car hire or services performed on goods located in the UK to a UK
established business, a reverse charge applies and VAT registration is only required for
services that are not B2B.

Services caught by “use and enjoyment” rules: Certain services supplied by an overseas
business that may appear to be supplied to a customer outside the UK that are used in the
UK are taxed in the UK and VAT registration is required. These include:

The letting on hire of goods (including means of transport) — B2B and B2C
Electronically supplied services -B2B only

Telecommunications services - B2B only

Repairs to goods under an insurance claim B2B only

- Radio and television broadcasting services — B2B and B2C

It is worth noting that each EU member state operates "use and enjoyment" rules but for
different services.

Digital Services and VAT MOSS Scheme: For companies providing digital services to UK
consumers, changes to the VAT Mini One Stop Shop (MOSS) scheme are also relevant. After
Brexit, the UK introduced its version of the VAT MOSS and removed the VAT Mini One Stop
Shop scheme (MOSS), which applies to digital services as well as broadcasting and
telephone services provided to non-business customers. Companies outside the UK must
now register for UK VAT if they supply digital services to UK consumers, even if their turnover
is below the usual registration threshold.

Impact on overseas companies

These VAT amendments have several implications for overseas companies doing business in
the UK. They may need to register for UK VAT, even for low-value transactions, which could
increase the administrative burden on foreign companies. Additionally, the responsibility
placed on online marketplaces to handle VAT can affect pricing structures and profit
margins for overseas sellers.

Moreover, the changes reflect the UK’s commitment to tightening VAT rules and closing
loopholes that could lead to tax evasion or avoidance. Overseas companies must stay
informed and adapt to these changes to ensure compliance and avoid penalties. This might
involve revising pricing strategies, updating systems to handle UK VAT requirements, or
seeking professional advice to navigate the complex VAT landscape.

In conclusion, the recent VAT amendments in the UK signify a more rigorous tax environment
for overseas companies. By understanding and adapting to these changes, foreign
businesses can continue to operate smoothly in the UK market, maintaining compliance and
minimising potential risks.
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Customs

The UK’s departure from the European Union has led to significant changes in customs rules,
affecting trade, environmental taxes, and residency-related processes. Businesses and
individuals must navigate these new regulations, which encompass everything from trade
with the EU to specific taxation on plastic packaging and carbon emissions.

New customs rules for trade with the EU

The UK and the EU's post-Brexit trade relationship is now governed by the Trade and
Cooperation Agreement (TCA). This agreement introduces new customs declarations and
checks on goods moving between the UK and the EU. While tariffs are not generally applied
to goods arriving in the UK from the EEU or GB goods arriving in the EU under the TCA,
businesses must comply with rules of origin to ensure goods qualify for tariff-free access.
Moreover, as of April 2024, the UK has implemented border controls for imports of certain
goods and has increased its random requests for customs inspections at the border.

The phased implementation of these controls has raised concerns among industry groups.
The Cold Chain Federation, for example, has highlighted potential disruptions to the food
supply chain and increased costs, particularly for perishable goods that may face delays at
the border. In response to these concerns, the UK government has committed to a
“pragmatic approach” to minimise disruption during the implementation of the new checks.

The UK Carrier Scheme

Another key change in the UK's post-Brexit customs landscape is the introduction of the UK
Carrier Scheme. This scheme mandates that all carriers (e.g., freight operators, airlines, and
shipping companies) moving goods between the UK and the Northern Ireland (NI) must
ensure compliance with new customs requirements. The scheme requires carriers to submit
information for goods before they arrive in NI. Failure to comply with these requirements can
result in significant duty, fines and delays, placing the responsibility on carriers to ensure
that all necessary documentation is in place before goods cross the border.

UK Internal Market Scheme

For goods moving to Northern Ireland after 30 September 2024, either the supplier in the UK
or the customer in Northern Ireland must be registered for the UK Internal Market Scheme
(UKIMS) in order to avoid duty being paid on goods that are at risk of movement into the EU.
UKIMS registered goods can enter Nl via a virtual green lane and be cleared quickly for
onward distribution in NI.

Plastic Packaging Tax

The UK has also introduced a Plastic Packaging Tax (PPT) aimed at reducing plastic waste
and encouraging the use of recycled materials. This tax applies to businesses that produce
or import plastic packaging containing less than 30% recycled plastic. Companies affected
by the PPT must register with HMRC if they produce or import more than 10 tonnes of plastic
packaging annually. The tax is set at £223.69 per tonne of non-compliant packaging.

Businesses must also maintain detailed records to demonstrate compliance with the tax.
These records include information on the amount of plastic packaging produced or imported,
the percentage of recycled plastic used, and any exemptions claimed. The introduction of
the PPT underscores the UK government's commitment to environmental sustainability, but
it also adds another layer of regulatory compliance for businesses involved in packaging
production or importation.
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UK Carbon Border Adjustment Mechanism

The UK's Carbon Border Adjustment Mechanism (CBAM) is another significant development
in customs and environmental regulation. The CBAM is designed to prevent carbon leakage
by imposing a carbon price on imports of certain goods, such as steel, cement, and
aluminium, that do not meet the UK's environmental standards. This mechanism ensures
that UK producers, who are subject to strict carbon regulations, are not undercut by
cheaper, carbon-intensive imports.

The CBAM will be phased in over several years, with full implementation expected by 2027.
Initially, importers will need to report the carbon content of their goods, and from 2027, they
will be required to purchase carbon certificates corresponding to the emissions associated
with their imports. The CBAM aligns with the UK's broader strategy to achieve net-zero
emissions by 2050, but it also presents challenges for businesses, particularly those with
complex supply chains that may struggle to accurately assess and report the carbon content
of their products.

It is worth noting that the EU has a CBAM regime as well, which is more complicated than the
one proposed by the UK.

Extended Producer Responsibility (EPR)

Importers of goods are liable for the lifetime of the packaging and will be taxed on the
amount and type of packaging involved. This is also being phased in but taxes will start in
2025.

Authorisations to place goods on the UK market

Certain goods will need to be authorised before they can be sold in the UK. These include:

Chemicals

Medicines (human and veterinary)
Vehicles

Aerospace equipment

Medical devices

Construction products

Marine equipment

Rail products

Cableways

Transportable pressure equipment
Unmanned aircraft systems (including drones)
Hazardous substances

Eco-design products

Civil explosives (e.g. fireworks)
Cosmetics

Tobacco products

Fertilisers

14



Safety and food labelling

Importers of human foods need to have a UK representative to be registered and displayed
on the food label. In addition, the organic certification for food also requires a UK
representative. Other goods require conformity to the UKCA safety mark - this includes a
requirement for a UK representative - such as:

Toys

Pyrotechnics

Recreational craft and personal watercraft
Simple pressure vessels

Electromagnetic compatibility
Non-automatic weighing instruments
Measuring instruments

Measuring container bottles

Lifts

Equipment for potentially explosive atmospheres (UKEX)
Radio equipment

Pressure equipment

Personal protective equipment (PPE)

Gas appliances

Machinery

Equipment for use outdoors

Aerosol dispensers

Low voltage electrical equipment

Transfer of Residence Relief (ToR1)

For individuals moving to the UK, the Transfer of Residence (ToR) relief allows for the
importation of personal belongings without paying customs duty or VAT. To qualify for ToR
relief, individuals must have lived outside the UK for at least 12 consecutive months and
intend to live in the UK. The application process for ToR relief requires the submission of a
ToR1form, which provides details of the applicant’s previous residence, the goods being
imported, and the date of arrival in the UK.

This relief is particularly relevant for UK nationals returning from the EU after Brexit,
as it helps to ease the financial burden of relocating by allowing them to bring
personal possessions into the UK duty-free. However, the process is detailed and
requires thorough documentation, including proof of residence abroad and an
inventory of the goods being imported.

Summary

The UK's new customs rules and associated regulations reflect the country's post-Brexit
strategy to balance trade facilitation with environmental protection and economic security.
Businesses and individuals must stay informed and compliant with these evolving
requirements to avoid penalties and ensure smooth operations. As the UK continues to
refine its post-Brexit customs framework, staying updated on these changes will be crucial
for anyone involved in UK-EU trade or relocating to the UK.
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Buying properties and SDLT

Stamp Duty Land Tax (SDLT) is a tax levied on the purchase of property or land in England
and Northern Ireland. The amount of SDLT due depends on the property's purchase price,
with different rates applying to different price bands. Residential properties and non-
residential or mixed-use properties are subject to different rates and thresholds.

Companies starting business in the UK that acquire property for operational purposes must
account for SDLT in their financial planning. For example, purchasing commercial premises
can trigger SDLT liabilities, impacting cash flow and initial setup costs. Companies may also
be affected by higher rates if they purchase additional properties or if their acquisitions fall
into higher price bands. It is crucial for businesses to understand SDLT implications to
manage costs effectively and ensure compliance with tax regulations. Non-residents are
also subject to a surcharge.

Across the whole of the UK, residential rates may be increased by 5% (8% in Scotland and up
to 8.5% in Wales) where further residential properties are acquired.

Land and buildings in England and N. Ireland

Residential band £ Rate % Non-residential band £ Rate %
0-125,000 0 0-150,000 0
125,001-250,000 2 150,001-250,000 2
250,001-925,000 5 Over 250,000 5
925,001-1,500,000 10

Over1,500,000 12

First-Time Buyer relief may apply to residential purchases up to £500,000.
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Land and buildings in Scotland

Residential band £ Rate % Non-residential band £ Rate %
0-145,000 0 0-150,000 0
145,001-250,000 2 150,001-250,000 1
250,001-325,000 5 Over 250,000 5
325,001-750,000 10

Over 750,000 12

First-Time Buyer relief may apply on the first £175,000 of residential purchases.
Land and buildings in Wales

Residential band £ Rate % Non-residential band £ Rate %
0-225,000 0 0-225,000 0
225,001-400,000 6 225,001-250,000 1
400,001-750,000 75 250,001-1,000,000 5
750,001-1,500,000 10 Over 1,000,000 6

Over 1,500,000 12

Disclaimer: Rates are for guidance only. No responsibility for loss occasioned by any person acting/ refraining from
action as a result of this information can be accepted by the authors or firm.



How we help

Audit & accounts

As a top 50 accountancy firm in the UK, we provide an efficient and robust audit service to
UK SMEs and international companies. Our low staff turnover means we are able to offer you
continuity of staff. Our audit teams pay close attention to clients, responding quickly to
queries and proactively raising issues and ideas. We frequently working to very tight audit
timetables, our audit team follow a process that minimises delays and hold ups.

Corporate tax

We provide a cost-effective and high-quality business and personal tax compliance service.
Our business and personal tax experts work together to ensure you are maximising tax-
saving opportunities.

There are many ways to minimise business tax quite legitimately, however, we always take a
holistic rather than piecemeal approach to tax advice. Our tax experts work closely with you
to understand your business and personal goals.

Whether you are seeking the best remuneration route or tax-efficient company cars and
benefits, looking to buy a property or raise finance for growth, or wish to claim Research &
Development credits or Capital Allowances, we will continually assess the wider tax, VAT,
and indirect tax implications when advising you.

Customs & excise

Following the UKs departure from the EU, we set up the first customs service specifically
designed for SMEs. The new customs regime meant an increase in the number of
declarations businesses needed to provide, leaving them facing a complex and confusing
process.

Our experienced customs team offers a comprehensive and holistic service, providing
solutions and optimising your arrangements, making sure that your goods have the correct
classifications so that you pay the right amount of VAT & duties.

We also provide you with all of the declaration documentation, which is not routinely
provided by freight forwarders. This means that you have the evidence you need to respond
to any challenges by HMRC.

Outsourcing

When you need more than just a bookkeeping service and need someone to manage your
whole finance function, we can help.

Our friendly and efficient outsourcing team takes care of invoices, payments, VAT returns
and manages your bank account. As experienced finance professionals, they provide you
with the management information, support and day to day advice you need to run a
successful business.

VAT and indirect taxes

Our VAT team have a deep understanding of the rules and how to apply them in areas such as
land and property, international trade, business acquisitions and disposals. We provide
reassurance that your VAT position is accurate and offer you simple and cost efficient
solutions to your VAT issues.

Call +44 (0)330 024 3200 or hi@hhllp.co.uk
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About Hillier Hopkins

Access to friendly expertise around the world

Established in 1933, Hillier Hopkins is one of the UK's leading independent firms of Chartered
Accountants and Tax Advisers. With more than 250 people across offices in London, Watford
and Milton Keynes, we provide expert advice and support to businesses, entrepreneurs,
individuals and international organisations throughout the UK and beyond.

Our approach is built around a simple philosophy: friendly expertise. We combine the
technical capability, specialist knowledge and resources of a large firm with the personal
service, accessibility and long-term relationships of a trusted adviser. Whether helping
ambitious businesses to grow, supporting international expansion, navigating complex tax
matters or planning for the future, we work alongside our clients to provide practical,
commercially focused advice.

As a Top 50 UK accountancy firm and a proud member of the global TGS network, we offer
clients access to international expertise while maintaining the local knowledge and personal
attention for which we are known. We are also a certified B Corp™, reflecting our
commitment to balancing business success with positive impact for our people, clients,
communities and the environment.

At Hillier Hopkins, we are more than accountants, we are trusted partners, helping our
clients achieve their ambitions with confidence.

A genuine friend of the business

They maintain a very high level of client service which, at a professional level, has made them a
trusted adviser and on a personal level, a genuine friend of the business.

RPM London
Finalist of THE suﬁiﬁ'r TIMES
101€V°" TAXATION i e
Awards 2026 MEDIUM ORGANISATION
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Independent member of TGS

Access to friendly expertise around the world

In 2020, Hillier Hopkins joined TGS, a young, dynamic and rapidly growing community of
professional firms. TGS shares a similar ethos of friendly expertise and sustainable
development. Since then, our involvement in the network has grown and in 2025, Hillier
Hopkins Principal, Jonathan Franks, was elected as its President.

With professional staff in around 60 countries, multidisciplinary TGS member firms support
clients by designing global, sustainable solutions and providing a one-stop-shop for business
advisory, audit, tax, legal and accounting services. Their expertise fuels local and
international growth, informs innovation and positions clients in the marketplace,
safeguards businesses against financial and organisational risks and helps to value and
maintain assets.

With access to a wide range of international colleagues and expertise we can help our clients
seize opportunities for overseas growth and expansion. We also represent the UK on a global
stage, playing an active role in the development of TGS and offering expertise and support to
our TGS friends and their clients around the world.

Jonathan Franks
Hillier Hopkins Principal and President of TGS
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Proud to use our business as a force for good

We are a certified B Corporation™

As a UK top 50 firm of Chartered Accountants, we provide advice and support to businesses
and individuals so that they may prosper. Alongside our commitment to our clients, we are
equally dedicated to supporting our people, our local community, and the wider world.

The firm is built on trust, long-term relationships, and a strong commitment to doing the
right thing for clients, employees and society at large. The firm supports businesses and
individuals, based both in the UK and overseas, providing expert advice with clarity, integrity
and empathy.

Hillier Hopkins provides high-quality employment opportunities, prioritising employee well-
being and nurturing employees through the Investors in People framework, ensuring people
are supported and empowered to grow.

Community engagement is important to the firm, with volunteering, fundraising and
partnerships with charitable organisations.

As a member of global professional network, TGS, a signatory to the United Nations Global
Compact, Hillier Hopkins is fully committed to global sustainability, implementing paperless
workflows, recycling, responsible procurement, and energy-efficient practices.

BCorp certification is viewed not as a destination but as part of an ongoing endeavour,
building on its progress so far and inspiring others to do the same.

Looking afférour community Looking after our clients Looking after our people

We are proud of the progress we've made already and remain

committed to building an even more sustainable, inclusive, and
responsible firm.

Katie Harvard Taylor

Principal and Chaire of our Sustainabilty Committee

Certified

®
—
Corporation

Learn more at
bcorp.com
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Key team members

Ruth Corkin

Principal - VAT and Indirect Tax Expert
ruth.corkin@hhllp.co.uk

T +441908 713860

Ruth has over 35 years of experience in VAT and Indirect Taxes,
serving on various advisory committees and boards. She began
her career as a Customs and Excise Officer with HM Revenue
and Customs, later moving into consultancy with firms like PwC,
Mazars, and Grant Thornton before joining Hillier Hopkins. At
Grant Thornton, she was responsible for national VAT staff
training and presented seminars on international VAT.

In 2025, Ruth was appointed to the ICAEW Tax Faculty Board
and previously served as the Technical Chair of the UK VAT
Practitioners Group, participating in high-level HMRC
committees. She also contributes to the ICAEW Tax Faculty VAT
and Duties sub-committee and the HMRC Finance Liaison
Group.

Recently, Ruth was seconded to the Office of Tax Simplification
for the VAT Review Project. Her clients include Volkswagen Audi
Group, Velcro, Verizon, Icelandair, Axa Properties, and Estée
Lauder.

Ravi Juthani

Principal - Tax Expert
ravi.juthani@hhllp.co.uk
T +44 1923 634 255

After entering the accounting world in 2013, Ravi first qualified
as an accountant before specialising in tax as a chartered tax
advisor. Ravi now specialises in advising a wide range of clients
with complex tax issues, with a particular focus on international
tax and mergers and acquisitions.

Ravi’s M&A expertise includes due diligence, compliance checks
and tax efficient structuring. He also works with international
companies to minimise global tax exposure and optimise
transfer pricing arrangements.



Gary Wong

Principal - Audit
gary.wong@hhllp.co.uk
T +44 1923 634 453

Gary has over 20 years of audit experience and brings a wealth
of expertise from his time at Hillier Hopkins, Grant Thornton,
Deloitte and RSM, working with various industry sectors from
owner managed businesses through to large international
groups and AIM listed businesses.

Mike Jacoby

Principal - Outsourcing & audit
michael.jacoby@hhllp.co.uk

T +441923 634 453

Michael is both an outsourcing and audit principal advising
clients ranging from small family run businesses to large
multinational corporates in addition to providing financial
director and management services using the latest available
technologies. He works closely with international network TGS
to connect our clients with trusted expertise around the world.



Hillier Hopkins LLP
Chartered Accountants
and Tax Advisers

hillierhopkins.co.uk

Offices:
London
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Watford
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Corporation
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This guide is written for general
interest only and is not a
substitute for consulting the
relevant legislation or taking
professional advice. The
authors and the firm cannot
accept any responsibility for
loss arising from any person
acting or refraining from acting
on the basis of the materials
included herein.
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	Subsidiary vs branch
	Understanding business entities in the UK
	In the dynamic world of international business, companies often seek to expand their operations beyond their home countries. The UK, with its robust economy and business-friendly environment, is a prime destination for such expansion. When a foreign company decides to establish a presence in the UK, it typically considers two primary structures: subsidiaries and branches. Understanding the differences between these entities is crucial for making an informed decision that aligns with the company's strategic goals.

	Autonomous entities with distinct legal status
	A subsidiary is a separate legal entity from its parent company. It is incorporated under UK law and operates as an independent company, even though it is owned and controlled by the foreign parent company. This autonomy allows the subsidiary to enter into contracts, own property, and be held liable for its actions independently of the parent company.

	Advantages of subsidiaries
	Limited liability: The parent company's liability is generally limited to the extent of its investment in the subsidiary. This means that the parent is not directly liable for the subsidiary's debts and obligations.
	Operational flexibility: Subsidiaries can develop their own business strategies and operations tailored to the local market, providing greater flexibility and responsiveness to local conditions.
	Tax benefits: Subsidiaries are subject to UK corporate tax on their profits, which may offer advantageous tax planning opportunities. They can also benefit from the UK's network of double taxation treaties.
	Reputation and branding: Operating as a local company can enhance credibility and trust with customers, suppliers, and regulators, potentially leading to better business relationships.

	Establishing a subsidiary
	To establish a subsidiary in the UK, a foreign company must go through the incorporation process with Companies House, the UK’s registrar of companies. This involves:
	Choosing a company name: The name must be unique and comply with UK naming regulations.
	Preparing incorporation documents: These include the Memorandum of Association, Articles of Association, and other necessary forms.
	Appointing directors and a company secretary: While there is no requirement for the directors to be UK residents, having local directors can be beneficial for managing local affairs.
	Registering for taxes: The subsidiary must register for UK taxes, including Corporation Tax and VAT if applicable.


	Branches: Extensions of the parent company
	A branch, unlike a subsidiary, is not a separate legal entity. It is an extension of the foreign parent company and operates under the parent’s name and structure. This means that the parent company is directly liable for the branch’s activities and obligations.

	Advantages of branches
	Direct control: The parent company maintains direct control over the branch's operations, ensuring alignment with the overall corporate strategy.
	Consolidated financial reporting: Branches do not require separate financial statements, simplifying the accounting and reporting processes, however the parent company accounts will need to be filed at Companies House.

	Establishing a branch
	To set up a branch in the UK, a foreign company must register the branch with Companies House. The registration process includes:
	Providing company information: The parent company must submit detailed information, including its legal name, country of incorporation, and business activities.
	Registering the branch address: A UK address for the branch must be provided for legal and correspondence purposes.
	Appointing a representative: A local representative must be appointed to act on behalf of the branch in the UK.

	Key considerations for choosing between a subsidiary and a branch
	When deciding between a subsidiary and a branch, companies should consider several factors:
	Liability and risk management: Subsidiaries offer limited liability, protecting the parent company’s assets, whereas branches expose the parent to direct liability.
	Tax implications: Tax treatment can differ significantly between subsidiaries and branches, impacting overall tax efficiency. Consulting with tax advisors is essential to understand these implications fully.
	Regulatory compliance: Subsidiaries must comply with UK corporate laws independently, while branches must ensure the parent company’s compliance with UK regulations.
	Market perception and credibility: Operating as a subsidiary can enhance local market perception and credibility compared to a branch, which is seen as an extension of a foreign entity.
	Both subsidiaries and branches offer viable pathways for foreign companies looking to establish a presence in the UK. The choice between these two structures depends on the company’s strategic objectives, risk tolerance, tax considerations, and operational preferences. By carefully evaluating these factors, companies can choose the structure that best supports their business goals and maximises their potential for success in the UK market.

	Employing staff
	Tax considerations for overseas businesses
	Expanding operations into the UK offers substantial opportunities for overseas businesses. However, employing staff in the UK comes with specific tax obligations that need careful consideration to ensure compliance and optimise financial management. This article provides an overview of the key tax requirements and practical steps necessary for overseas businesses employing staff in the UK.

	Key taxes when employing staff
	National Insurance Contributions (NIC): Employers are required to pay Class 1 NIC if they have a UK based office on employee earnings exceeding £417 per month. The Class 1 NIC rate is  currently 15%. For employees under 21, contributions are waived on earnings up to £4,189 per month. Additionally, Class 1A and Class 1B NIC are applicable to employee benefits like private medical insurance, also at 15%.
	Employment allowance: This can reduce an eligible employer’s secondary Class 1 NIC liability by up to £10,500 a year. From 6 April 2025, the previous £100,000 eligibility cap was removed for eligible employers.
	Pay As You Earn (PAYE) and Employee NIC: PAYE is a system used to collect income tax from employees' salaries. Employees are subject to income tax on earnings above their personal allowance, the current basic tax allowance is £12,570, with rates of 20% on earnings from £12,571 to £50,270, 40% on earnings from £50,271 to £125,140, and 45% on earnings above £125,140. Employee Class 1 NIC is paid at 0% on earnings up to £1,048 per month, 8% on earnings between £1,048 and £4,189 per month, and 2% on earnings above that.
	Pension contributions: Auto-enrolment in a pension scheme is mandatory for employees aged 22 and over earning at least £10,000 annually. Employers must contribute a minimum of 3% of the employee’s earnings, with employees contributing 5%.

	Practical steps for compliance
	Registering with HMRC: Overseas businesses can register as employers with HMRC to handle PAYE, NIC, and other related taxes. This registration ensures that the company can legally employ staff and meet its tax obligations.
	Payroll management: Setting up a reliable payroll system is essential to accurately calculate and deduct PAYE and NIC. This system ensures timely payments to HMRC and compliance with tax laws.
	Utilising allowances and reliefs: Businesses should take advantage of available allowances, such as the Employment Allowance, to minimise tax liabilities. Understanding and applying these reliefs can lead to significant savings.
	Adhering to reporting requirements: Payroll information must be reported to HMRC in real time (on or before each payday), with year-end reporting completed as required. Maintaining accurate records and meeting deadlines prevents penalties and ensures smooth business operations. Proper documentation and timely submissions are critical for compliance.


	Additional Considerations
	Benefits in kind: Offering benefits like company cars or health insurance involves additional NIC payments. Understanding the tax implications of these benefits helps design attractive yet compliant compensation packages for employees.
	Engaging with tax advisors: Given the complexity of the UK tax system, consulting with tax advisors is highly recommended. These professionals can provide guidance to ensure compliance and optimise tax efficiency, helping the business navigate the regulatory landscape effectively.
	Compliance with employment laws: Beyond taxes, businesses must adhere to UK employment laws, including those related to minimum wage, working hours, and employee rights. Ensuring compliance with these laws is essential for avoiding legal issues and fostering a positive work environment.
	Employing staff in the UK involves understanding and managing various tax obligations, including National Insurance Contributions, PAYE, and pension contributions. By registering with HMRC, setting up an efficient payroll system, utilising available allowances, and consulting with tax advisors, overseas businesses can ensure compliance and optimise their financial operations. Expanding into the UK can be a rewarding venture, provided that businesses diligently adhere to tax and regulatory requirements. Understanding and addressing these obligations are key steps toward successful and sustainable growth in the UK market.

	Audit requirements
	Companies and LLPs are generally required to have their accounts audited, unless they qualify for an exemption. The eligibility criteria for audit exemption are intricate, so it's advisable to seek professional advice to determine if a company or LLP is exempt. The UK Government has updated the criteria for accounting periods beginning on or after 6 April 2025. Typically, accounts do not need to be audited if the company or LLP meets two of the following three criteria for two consecutive years:
	A turnover of no more than £15 million.
	A balance sheet total of no more than £7.5 million.
	No more than 50 employees.
	It is important to note that some companies below these thresholds may still need to have an annual audit. For example, those operating in certain regulated industries, publicly traded businesses, or entities which are part of a medium or large sized group.
	Company thresholds
	The government has set thresholds to determine the financial rules that a business must follow. To be classified as a micro, small, medium or large company, a business must meet two of the three criteria for each classification below.
	Micro businesses - Micro-entities generally qualify if they meet at least two of the following: turnover not more than £1 million; balance sheet total not more than £500,000; 10 or fewer employees.
	Small businesses - A company is generally small if it meets at least two of the following: turnover not more than £15 million; balance sheet total not more than £7.5 million; 50 or fewer employees.
	Medium-sized businesses - A company is generally medium-sized if it meets at least two of the following: turnover not more than £54 million; balance sheet total not more than £27 million; 250 or fewer employees.
	Large businesses - Any business exceeding the thresholds above.
	Businesses that move into a different classification for two consecutive financial years must follow the rules for that classification.

	UK company being part of a larger group?
	In addition to the requirements above for a small standalone company, a company which is a member of a group will need to consider the size of the entire group of which it is a member and whether any group member makes the group ineligible. This involves looking at those entities both above and below itself in the group, as well as those in different branches of the group structure.

	How will these changes affect my business?
	Where businesses no longer need an audit that does not necessarily mean they shouldn’t continue to be audited. If a business falls into the small business category but owners are planning for an exit down the line, having a history of audited accounts adds credibility. Similarly, if a business is considering external funding, investors will expect to see fully audited accounts. It should also be remembered that businesses with bank funding may also find the terms of that borrowing are dependent on an annual audit.


	Tax implications
	Many businesses looking to trade in the UK either establish a UK branch of an overseas company or create a separate UK subsidiary. A UK company is generally more favourable due to its separate legal identity, which protects overseas investors from UK claims. Profits from UK activities are subject to UK corporation tax.
	Operating through a UK company
	A UK resident company is liable to corporation tax on all its income and chargeable gains, regardless of their origin. A company is considered UK resident if it is incorporated in the UK or its central management and control are in the UK. Dual residency issues are typically resolved through tax treaties, determining residence based on the place of effective management.
	Non-UK resident companies trading in the UK through a permanent establishment are also subject to UK corporation tax on income and gains from that establishment. Companies must self-assess their tax liabilities and keep detailed documentation. Corporation tax rates are fixed for each financial year starting April 1. If a company’s accounting period does not align with the financial year, profits must be apportioned, and the relevant tax rate applied.

	Corporation tax rates
	Since April 1, 2015, the standard corporation tax rate for non-ring fence profits was set at 20%. It was reduced to 19% for the years starting April 1, 2017, 2018, and 2019. Initially, a reduction to 18% was planned for April 2020 but was maintained at 19% for 2020 and 2021. From April 2023, the rate increased to 25% for profits over £250,000, with small profits under £50,000 remaining at 19%. Profits between £50,000 and £250,000 can claim marginal relief, gradually increasing the corporation tax rate.

	Payment of corporation tax
	Large companies, those with taxable profits over £1.5 million, must pay quarterly instalments. The £1.5 million threshold is adjusted for group companies. If a company is large for two consecutive periods or has taxable profits over £10 million, it must pay quarterly. Companies with an annual tax liability under £10,000 pay nine months and one day after the accounting period ends. Tax returns are due within 12 months of the year-end. Very large companies (broadly those with taxable profits over £20 million, subject to group and period adjustments) must pay corporation tax by accelerated quarterly instalments, with payment dates depending on their accounting period.

	Non-resident landlords
	From April 6, 2020, non-UK resident companies are subject to corporation tax, not income tax, on profits from UK property businesses and other UK property income. Transitional rules apply for accounting periods straddling this date.

	Digital services tax
	Since April 2020, a 2% digital services tax currently applies to certain digital businesses meeting the relevant UK and global revenue thresholds, although this remains an area of ongoing international tax reform. This tax targets internet search engines, social media platforms, and online marketplaces of businesses with global revenues over £500 million. Loss-makers are exempt, and businesses with low profit margins are subject to a reduced rate.


	Capital gains
	Capital gains by companies are taxed at the standard corporation tax rate. Non-resident companies are taxed on gains from the sale of assets used in a UK trade through a permanent establishment. Since April 2015, non-UK residents have been taxed on residential property disposals, extended to non-residential property from April 2019. Capital losses can only offset gains in the same year or be carried forward. It is not possible to carry back losses.
	A capital gain on the disposal of shares in a trading company may be exempt if at least 10% of the share capital is held for 12 months. This is known as the “Substantial Shareholdings Exemption”. For disposals on or after April 1, 2017, the rules were relaxed: the company making the disposal need not be a trading company, and the holding requirement can be met if 10% was held for any 12-month period within six years before disposal.

	Transfer pricing
	UK transfer pricing laws apply to both intra-UK and cross-border transactions, affecting individuals, partnerships, and corporations. These laws ensure that transactions between connected parties are at arm’s length to prevent tax advantages from manipulated terms. The UK follows OECD guidelines for determining arm’s length prices. Companies must self-assess transfer pricing adjustments and maintain documentation. Penalties apply for non-compliance, including up to £3,000 for incorrect returns and up to 100% of unpaid tax.
	Smaller groups (with turnover or assets under €10 million and fewer than 50 employees) are exempt from these rules. Medium-sized groups (fewer than 250 employees, turnover under €50 million, or assets under €43 million) must keep transaction records. HMRC adjusts profits only if there is significant tax loss due to manipulation.

	Summary
	Doing business in the UK involves understanding various tax obligations. UK resident companies are taxed on global income and gains, while non-UK resident companies are taxed on UK-derived income. Detailed self-assessment, documentation, and adherence to transfer pricing regulations are essential. Corporation tax rates vary based on profit levels, with additional taxes like digital services tax and capital gains tax impacting specific activities. Specific rules apply to non-resident landlords and share disposals, making compliance and strategic tax planning crucial for businesses operating in the UK.

	VAT
	VAT is a significant aspect of the UK’s tax system, and its implications extend beyond domestic companies. Overseas businesses engaging in trade within the UK are also subject to VAT regulations, which have undergone notable changes in the past year. These amendments are crucial for foreign companies to understand, as non-compliance can result in financial penalties and operational disruptions.
	Overview of VAT
	VAT is a consumption tax levied on the value added to goods and services at each stage of production or distribution. The standard VAT rate in the UK is 20%, though reduced rates and exemptions apply to certain goods and services. While VAT is ultimately borne by the end consumer, businesses play a critical role in collecting and remitting this tax to HMRC.
	For overseas companies, the VAT landscape can be complex, especially when navigating cross-border transactions. Whether a foreign company is selling directly to consumers (B2C) or engaging in business-to-business (B2B) transactions, understanding VAT obligations is essential to avoid compliance issues.

	Recent VAT amendments
	The last year has seen several important VAT amendments that have implications for overseas companies trading in the UK. These changes reflect the UK’s evolving economic environment, particularly in the post-Brexit context, and aim to streamline tax collection and combat fraud.
	One Stop Shop (OSS) and Import One Stop Shop (IOSS): One of the most significant changes has been the introduction of the OSS and IOSS schemes, which took effect in July 2021. These schemes are designed to simplify VAT obligations for businesses selling goods to consumers across the EU. Although the UK is no longer part of the EU, these schemes are still relevant for UK businesses and overseas companies selling to EU consumers. Businesses trading with Northern Ireland consumers are also caught by this system.
	Under the OSS scheme, businesses can report and pay VAT on all B2C sales across the EU through a single VAT return in one EU member state. The IOSS scheme, on the other hand, applies to imports of low-value goods (below €150) into the EU. The UK has its own post-Brexit VAT rules for imports and online marketplace sales, but these are distinct from the EU’s OSS and IOSS regimes.
	Post-Brexit VAT on online marketplaces: Post-Brexit, the UK introduced specific VAT rules targeting online marketplaces (OMPs) like Amazon and eBay. From January 1, 2021, OMPs are responsible for collecting and accounting for VAT on sales of goods by non-UK businesses to UK consumers. This change aims to level the playing field for UK businesses and ensure that VAT is paid on all sales, regardless of the seller’s location.
	For overseas companies, this means that if they sell goods via an OMP, the marketplace itself will may  handle the VAT, depending where the goods are located at the point of sale and the value (under €135), simplifying compliance but potentially affecting pricing strategies. However, if the company sells directly to UK consumers without using an OMP sells goods located in the UK via an online marketplace at the point of sale or are over €150 in value, they must register for UK VAT and handle the tax obligations themselves.
	It is worth noting that similar rules for goods apply in the EU and there are sometimes online marketplace rules for the supply of services to consumers in both the UK and EU.

	VAT reverse charge for construction services: Another significant change is the introduction of the VAT reverse charge for certain construction services. Although primarily affecting domestic businesses, overseas companies providing construction services in the UK need to be aware of this amendment. The reverse charge mechanism means that the customer, rather than the supplier, accounts for VAT. This change is aimed at combating VAT fraud in the construction sector, but it adds an extra layer of complexity for foreign businesses operating in this industry.
	VAT reverse charge on other supplies: There is a domestic reverse charge similar to the construction industry on the sales of mobile phones and computer chips, wholesale telephone services, carbon emissions allowances, renewable energy certificates, and wholesale supplies of gas and electricity. This means that anyone registered for VAT in the UK.
	VAT reverse charge on services supplied by an overseas business to a VAT registered business in the UK: If an overseas business supplies land related services, admissions to events, long term car hire or services performed on goods located in the UK to a UK established business, a reverse charge applies  and VAT registration is only required for services that are not B2B.
	Services caught by “use and enjoyment” rules: Certain services supplied by an overseas business that may appear to be supplied to a customer outside the UK that are used in the UK are taxed in the UK and VAT registration is required. These include:
	The letting on hire of goods (including means of transport) – B2B and B2C
	Electronically supplied services -B2B only
	Telecommunications services - B2B only
	Repairs to goods under an insurance claim B2B only
	Radio and television broadcasting services – B2B and B2C
	It is worth noting that each EU member state operates "use and enjoyment" rules but for different services.
	Digital Services and VAT MOSS Scheme: For companies providing digital services to UK consumers, changes to the VAT Mini One Stop Shop (MOSS) scheme are also relevant. After Brexit, the UK introduced its version of the VAT MOSS and removed the VAT Mini One Stop Shop scheme (MOSS), which applies to digital services as well as broadcasting and telephone services provided to non-business customers. Companies outside the UK must now register for UK VAT if they supply digital services to UK consumers, even if their turnover is below the usual registration threshold.

	Impact on overseas companies
	These VAT amendments have several implications for overseas companies doing business in the UK. They may need to register for UK VAT, even for low-value transactions, which could increase the administrative burden on foreign companies. Additionally, the responsibility placed on online marketplaces to handle VAT can affect pricing structures and profit margins for overseas sellers.
	Moreover, the changes reflect the UK’s commitment to tightening VAT rules and closing loopholes that could lead to tax evasion or avoidance. Overseas companies must stay informed and adapt to these changes to ensure compliance and avoid penalties. This might involve revising pricing strategies, updating systems to handle UK VAT requirements, or seeking professional advice to navigate the complex VAT landscape.
	In conclusion, the recent VAT amendments in the UK signify a more rigorous tax environment for overseas companies. By understanding and adapting to these changes, foreign businesses can continue to operate smoothly in the UK market, maintaining compliance and minimising potential risks.

	Customs
	The UK’s departure from the European Union has led to significant changes in customs rules, affecting trade, environmental taxes, and residency-related processes. Businesses and individuals must navigate these new regulations, which encompass everything from trade with the EU to specific taxation on plastic packaging and carbon emissions.
	New customs rules for trade with the EU
	The UK and the EU's post-Brexit trade relationship is now governed by the Trade and Cooperation Agreement (TCA). This agreement introduces new customs declarations and checks on goods moving between the UK and the EU. While tariffs are not generally applied to goods arriving in the UK from the EEU or GB goods arriving in the EU under the TCA, businesses must comply with rules of origin to ensure goods qualify for tariff-free access. Moreover, as of April 2024, the UK has implemented border controls for imports of certain goods and has increased its random requests for customs inspections at the border.
	The phased implementation of these controls has raised concerns among industry groups. The Cold Chain Federation, for example, has highlighted potential disruptions to the food supply chain and increased costs, particularly for perishable goods that may face delays at the border. In response to these concerns, the UK government has committed to a “pragmatic approach” to minimise disruption during the implementation of the new checks.

	The UK Carrier Scheme
	Another key change in the UK's post-Brexit customs landscape is the introduction of the UK Carrier Scheme. This scheme mandates that all carriers (e.g., freight operators, airlines, and shipping companies) moving goods between the UK and the Northern Ireland (NI) must ensure compliance with new customs requirements. The scheme requires carriers to submit information for goods before they arrive in NI. Failure to comply with these requirements can result in significant duty,  fines and delays, placing the responsibility on carriers to ensure that all necessary documentation is in place before goods cross the border.

	UK Internal Market Scheme
	For goods moving to Northern Ireland after 30 September 2024, either the supplier in the UK or the customer in Northern Ireland must be registered for the UK Internal Market Scheme (UKIMS) in order to avoid duty being paid on goods that are at risk of movement into the EU. UKIMS registered goods can enter NI via a virtual green lane and be cleared quickly for onward distribution in NI.

	Plastic Packaging Tax
	The UK has also introduced a Plastic Packaging Tax (PPT) aimed at reducing plastic waste and encouraging the use of recycled materials. This tax applies to businesses that produce or import plastic packaging containing less than 30% recycled plastic. Companies affected by the PPT must register with HMRC if they produce or import more than 10 tonnes of plastic packaging annually. The tax is set at £223.69 per tonne of non-compliant packaging.
	Businesses must also maintain detailed records to demonstrate compliance with the tax. These records include information on the amount of plastic packaging produced or imported, the percentage of recycled plastic used, and any exemptions claimed. The introduction of the PPT underscores the UK government's commitment to environmental sustainability, but it also adds another layer of regulatory compliance for businesses involved in packaging production or importation.


	UK Carbon Border Adjustment Mechanism
	The UK's Carbon Border Adjustment Mechanism (CBAM) is another significant development in customs and environmental regulation. The CBAM is designed to prevent carbon leakage by imposing a carbon price on imports of certain goods, such as steel, cement, and aluminium, that do not meet the UK's environmental standards. This mechanism ensures that UK producers, who are subject to strict carbon regulations, are not undercut by cheaper, carbon-intensive imports.
	The CBAM will be phased in over several years, with full implementation expected by 2027. Initially, importers will need to report the carbon content of their goods, and from 2027, they will be required to purchase carbon certificates corresponding to the emissions associated with their imports. The CBAM aligns with the UK's broader strategy to achieve net-zero emissions by 2050, but it also presents challenges for businesses, particularly those with complex supply chains that may struggle to accurately assess and report the carbon content of their products.
	It is worth noting that the EU has a CBAM regime as well, which is more complicated than the one proposed by the UK.

	Extended Producer Responsibility (EPR)
	Importers of goods are liable for the lifetime of the packaging and will be taxed on the amount and type of packaging involved. This is also being phased in but taxes will start in 2025.

	Authorisations to place goods on the UK market
	Certain goods will need to be authorised before they can be  sold in the UK. These include:
	Chemicals
	Medicines (human and veterinary)
	Vehicles
	Aerospace equipment
	Medical devices
	Construction products
	Marine equipment
	Rail products
	Cableways
	Transportable pressure equipment
	Unmanned aircraft systems (including drones)
	Hazardous substances
	Eco-design products
	Civil explosives (e.g. fireworks)
	Cosmetics
	Tobacco products
	Fertilisers

	Safety and food labelling
	Importers of human foods need to have a UK representative to be registered and displayed on the food label. In addition, the organic certification for food also requires a UK representative. Other goods require conformity to the UKCA safety mark - this includes a requirement for a UK representative - such as:
	Toys
	Pyrotechnics
	Recreational craft and personal watercraft
	Simple pressure vessels
	Electromagnetic compatibility
	Non-automatic weighing instruments
	Measuring instruments
	Measuring container bottles
	Lifts
	Equipment for potentially explosive atmospheres (UKEX)
	Radio equipment
	Pressure equipment
	Personal protective equipment (PPE)
	Gas appliances
	Machinery
	Equipment for use outdoors
	Aerosol dispensers
	Low voltage electrical equipment

	Transfer of Residence Relief (ToR1)
	For individuals moving to the UK, the Transfer of Residence (ToR) relief allows for the importation of personal belongings without paying customs duty or VAT. To qualify for ToR relief, individuals must have lived outside the UK for at least 12 consecutive months and intend to live in the UK. The application process for ToR relief requires the submission of a ToR1 form, which provides details of the applicant’s previous residence, the goods being imported, and the date of arrival in the UK.
	This relief is particularly relevant for UK nationals returning from the EU after Brexit, as it helps to ease the financial burden of relocating by allowing them to bring personal possessions into the UK duty-free. However, the process is detailed and requires thorough documentation, including proof of residence abroad and an inventory of the goods being imported.

	Summary
	The UK's new customs rules and associated regulations reflect the country's post-Brexit strategy to balance trade facilitation with environmental protection and economic security. Businesses and individuals must stay informed and compliant with these evolving requirements to avoid penalties and ensure smooth operations. As the UK continues to refine its post-Brexit customs framework, staying updated on these changes will be crucial for anyone involved in UK-EU trade or relocating to the UK.

	Buying properties and SDLT
	Stamp Duty Land Tax (SDLT) is a tax levied on the purchase of property or land in England and Northern Ireland. The amount of SDLT due depends on the property's purchase price, with different rates applying to different price bands. Residential properties and non-residential or mixed-use properties are subject to different rates and thresholds.
	Companies starting business in the UK that acquire property for operational purposes must account for SDLT in their financial planning. For example, purchasing commercial premises can trigger SDLT liabilities, impacting cash flow and initial setup costs. Companies may also be affected by higher rates if they purchase additional properties or if their acquisitions fall into higher price bands. It is crucial for businesses to understand SDLT implications to manage costs effectively and ensure compliance with tax regulations. Non-residents are also subject to a surcharge.
	Across the whole of the UK, residential rates may be increased by 5% (8% in Scotland and up to 8.5% in Wales) where further residential properties are acquired.
	Land and buildings in England and N. Ireland
	Residential band £
	Rate %
	Non-residential band £
	Rate %
	0 - 125,000
	0 - 150,000
	125,001 - 250,000
	150,001 - 250,000
	250,001 - 925,000
	Over 250,000
	925,001 - 1,500,000
	Over 1,500,000
	First-Time Buyer relief may apply to residential purchases up to £500,000.

	Land and buildings in Scotland

	Residential band £
	Rate %
	Non-residential band £
	Rate %
	0 - 145,000
	0 - 150,000
	145,001 - 250,000
	150,001 - 250,000
	250,001 - 325,000
	Over 250,000
	325,001 - 750,000
	Over 750,000
	First-Time Buyer relief may apply on the first £175,000 of residential purchases.
	Land and buildings in Wales

	Residential band £
	Rate %
	Non-residential band £
	Rate %
	0 - 225,000
	0 - 225,000
	225,001 - 400,000
	225,001 - 250,000
	400,001 - 750,000
	7.5
	250,001 - 1,000,000
	750,001 - 1,500,000
	Over 1,000,000
	Over 1,500,000
	How we help
	Audit & accounts
	As a top 50 accountancy firm in the UK, we provide an efficient and robust audit service to UK SMEs and international companies. Our low staff turnover means we are able to offer you continuity of staff. Our audit teams pay close attention to clients, responding quickly to queries and proactively raising issues and ideas. We frequently working to very tight audit timetables, our audit team follow a process that minimises delays and hold ups.

	Corporate tax
	We provide a cost-effective and high-quality business and personal tax compliance service. Our business and personal tax experts work together to ensure you are maximising tax-saving opportunities.
	There are many ways to minimise business tax quite legitimately, however, we always take a holistic rather than piecemeal approach to tax advice. Our tax experts work closely with you to understand your business and personal goals.
	Whether you are seeking the best remuneration route or tax-efficient company cars and benefits, looking to buy a property or raise finance for growth, or wish to claim Research & Development credits or Capital Allowances, we will continually assess the wider tax, VAT, and indirect tax implications when advising you.

	Customs & excise
	Following the UKs departure from the EU, we set up the first customs service specifically designed for SMEs. The new customs regime meant an increase in the number of declarations businesses needed to provide, leaving them facing a complex and confusing process.
	Our experienced customs team offers a comprehensive and holistic service, providing solutions and optimising your arrangements, making sure that your goods have the correct classifications so that you pay the right amount of VAT & duties.
	We also provide you with all of the declaration documentation, which is not routinely provided by freight forwarders. This means that you have the evidence you need to respond to any challenges by HMRC.

	Outsourcing
	When you need more than just a bookkeeping service and need someone to manage your whole finance function, we can help.
	Our friendly and efficient outsourcing team takes care of invoices, payments, VAT returns and manages your bank account. As experienced finance professionals, they provide you with the management information, support and day to day advice you need to run a successful business.

	VAT and indirect taxes
	Our VAT team have a deep understanding of the rules and how to apply them in areas such as land and property, international trade, business acquisitions and disposals. We provide reassurance that your VAT position is accurate and offer you simple and cost efficient solutions to your VAT issues.


	Call +44 (0)330 024 3200 or hi@hhllp.co.uk
	About Hillier Hopkins
	Access to friendly expertise around the world
	Established in 1933, Hillier Hopkins is one of the UK's leading independent firms of Chartered Accountants and Tax Advisers. With more than 250 people across offices in London, Watford and Milton Keynes, we provide expert advice and support to businesses, entrepreneurs, individuals and international organisations throughout the UK and beyond.
	Our approach is built around a simple philosophy: friendly expertise. We combine the technical capability, specialist knowledge and resources of a large firm with the personal service, accessibility and long-term relationships of a trusted adviser. Whether helping ambitious businesses to grow, supporting international expansion, navigating complex tax matters or planning for the future, we work alongside our clients to provide practical, commercially focused advice.
	As a Top 50 UK accountancy firm and a proud member of the global TGS network, we offer clients access to international expertise while maintaining the local knowledge and personal attention for which we are known. We are also a certified B Corp™, reflecting our commitment to balancing business success with positive impact for our people, clients, communities and the environment.
	At Hillier Hopkins, we are more than accountants, we are trusted partners, helping our clients achieve their ambitions with confidence.
	A genuine friend of the business
	They maintain a very high level of client service which, at a professional level, has made them a trusted adviser and on a personal level, a genuine friend of the business. RPM London


	Independent member of TGS
	Access to friendly expertise around the world
	In 2020, Hillier Hopkins joined TGS, a young, dynamic and rapidly growing community of professional firms. TGS shares a similar ethos of friendly expertise and sustainable development. Since then, our involvement in the network has grown and in 2025, Hillier Hopkins Principal, Jonathan Franks, was elected as its President.
	With professional staff in around 60 countries, multidisciplinary TGS member firms support clients by designing global, sustainable solutions and providing a one-stop-shop for business advisory, audit, tax, legal and accounting services. Their expertise fuels local and international growth, informs innovation and positions clients in the marketplace, safeguards businesses against financial and organisational risks and helps to value and maintain assets.
	With access to a wide range of international colleagues and expertise we can help our clients seize opportunities for overseas growth and expansion. We also represent the UK on a global stage, playing an active role in the development of TGS and offering expertise and support to our TGS friends and their clients around the world.
	Jonathan Franks Hillier Hopkins Principal and President of TGS


	Proud to use our business as a force for good
	We are a certified B Corporation™
	As a UK top 50 firm of Chartered Accountants, we provide advice and support to businesses and individuals so that they may prosper. Alongside our commitment to our clients, we are equally dedicated to supporting our people, our local community, and the wider world.
	The firm is built on trust, long-term relationships, and a strong commitment to doing the right thing for clients, employees and society at large. The firm supports businesses and individuals, based both in the UK and overseas, providing expert advice with clarity, integrity and empathy.
	Hillier Hopkins provides high-quality employment opportunities, prioritising employee well-being and nurturing employees through the Investors in People framework, ensuring people are supported and empowered to grow.
	Community engagement is important to the firm, with volunteering, fundraising and partnerships with charitable organisations.
	As a member of global professional network, TGS, a signatory to the United Nations Global Compact, Hillier Hopkins is fully committed to global sustainability, implementing paperless workflows, recycling, responsible procurement, and energy-efficient practices.
	BCorp certification is viewed not as a destination but as part of an ongoing endeavour, building on its progress so far and inspiring others to do the same.

	Looking after our world
	Looking after our community
	Looking after our clients
	Looking after our people

	Key team members
	Ruth Corkin Principal - VAT and Indirect Tax Expert ruth.corkin@hhllp.co.uk  T +44 1908 713860
	Ravi Juthani Principal - Tax Expert ravi.juthani@hhllp.co.uk  T +44 1923 634 255

	Gary Wong Principal - Audit gary.wong@hhllp.co.uk  T +44 1923 634 453
	Mike Jacoby Principal - Outsourcing & audit michael.jacoby@hhllp.co.uk  T +44 1923 634 453
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