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PREFACE

The United Kingdom has long been an attractive corporate domicile for
international business. This book focuses primarily on the international use of
UK companies, and the UK tax consequences that flow from the receipt by UK
companies of non-UK source income.

The UK’s utility in this regard was boosted in 1979, with the suspension of
exchange controls by Margaret Thatcher’s Government. The suspension (and
subsequent abolition) of exchange controls, coupled with the ‘central
management and control’ test of company residence which applied to UK
companies at the time, resulted in the widespread use of what were called UK
non-resident companies. Such companies were in the main beneficially owned
by non-residents of the United Kingdom. Given that the legal powers and
duties of management of these companies were vested in non-UK-resident
directors based in overseas financial centres, the outcome was, with
appropriate planning, complete avoidance of UK taxation on corporate profits.
That was in a very different era to the one in which we operate today.

The UK non-resident company came to an abrupt conclusion on 15 March
1988 with the introduction of a new ‘place of incorporation’ test of residence
for UK companies. This test presumes that a UK-incorporated company is
resident for tax purposes in the United Kingdom by virtue of incorporation
under the UK Companies Acts.

At this time new solutions were devised either to maintain the continuity of
pre-March 15 1988 UK non-resident companies in a tax-efficient manner, or to
limit the UK corporation tax exposure of UK companies incorporated on or
after 15 March 1988 for overseas participators. UK companies started to be
used in cross-border commercial activity not as principals, but as agents for
principals resident outside the United Kingdom. UK limited partnerships
(registered under the Limited Partnerships Act 1907) also began to be utilised
for international trading transactions. In the case of both the UK agency (or
nominee) company and the limited partnership, appropriate planning on behalf
of non-UK resident clients could secure (and can still secure) that little or no
UK tax need be paid on non-UK trading profits.

In April 2001, the Limited Liability Partnerships Act 2000 came into force in
England and Wales. Although intended for domestic use, the Limited Liability
Partnership (LLP) also operates as an international vehicle (often as a joint
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venture vehicle). The LLP is a tax transparent entity. It is a limited liability
company (with separate legal personality), yet it is taxed like a partnership.

On 1 April 2002, the Finance Act 2002 introduced a corporation tax
exemption for UK-resident companies realising capital gains from ‘substantial
shareholdings’.

On 1 July 2009, the Finance Act 2009 introduced a corporation tax exemption
for UK companies in receipt of foreign income dividends.

On 1 January 2013 the UK’s CFC rules were considerably relaxed.

Over the last several years, the rate of corporation tax has fallen until today,
the mainstream rate is 21%, and this falls to 20% on 1 April 2015.

All these developments bring us to where we are today in the new era of
transparency of ownership of companies and other similar structures.

The UK company, and UK partnership structures, remain important in the
context of international trade and investment. This book considers their use in
a variety of international contexts and describes the UK tax implications of
these uses. International double taxation issues are also considered and how
these can be mitigated. This whole area of international tax is in a state of
reform and flux as a consequence of the BEPS Action Plan. Aspects of Action
Pan 6 are considered in Chapter 6.

Finally, by the time this book is published, many of the ultimate beneficial
owners of UK companies will have to address the public disclosure issues of the
‘PSC’ register (or ‘register of beneficial owners’). This topic is also considered
in this edition.

The law is stated at 25 February 2015.

MARTIN PALMER BA (Hons) Law, ADIT
20–22 Bedford Row

London
25 February 2015
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