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the sensitivity of the group’s information  

is generally a key concern for investors,  

so the rest of this document discusses  

the common issues surrounding UK 

subsidiary companies.

Getting the legalities right
Unlike some other jurisdictions, such as  

the US, UK private companies are subject 

to filing requirements which start on 

formation and continue throughout the  

life of the entity. The responsibility of  

this falls on the directors, who at the  

start of the entity’s life are commonly an  

existing member of the parent company’s 

management. The distance and different 

time zones can of course put pressure on 

the filing process, so we are on hand to 

relieve this through our company 

secretarial service. We can provide a 

registered office facility, ensure compliance 

with all aspects of company law and filing 

requirements, as well as entity formation 

and registration formalities. We will also 

ensure all relevant registration documents 

are submitted to Companies House. 

Tax and payroll for employees
A principal overhead for technology 

companies is investment in staff. It is, of 

course, essential you have a proper 

understanding of taxes, payroll and 

obligations as an employer. Moore Stephens 

offers registration for PAYE and NIC (the 

system used to collect income tax and 

social security contributions from 

The UK has long had a positive attitude 

towards inward investment. There are  

few restrictions on foreign investors, no 

exchange controls and a favourable tax 

regime. Couple this with London being one 

of the world’s leading financial and business 

centres, and access to a highly-educated 

pool of technology talent and it is little 

surprise that more and more technology 

companies are choosing to set up in the UK. 

Selecting the right structure
The first and most important decision is to 

select whether the UK business will trade as 

a subsidiary or as a permanent establishment.

A permanent establishment is a fixed place 

of business in the UK, through which the 

operations of a foreign company are wholly 

or partly carried on. This can include a 

branch, a place of management, an office 

or a factory and is an extension of a foreign 

company into the UK. This contrasts with  

a UK subsidiary, which is a separate legal 

entity, allowing a clear distinction between 

your UK and non-UK operations.

Moore Stephens provides advice on the 

correct structure to suit your individual 

needs, be this a subsidiary or a branch  

and the differing requirements of each.

The public nature of UK company records, 

tax efficiencies and maintenance costs  

of the two options are important factors  

for consideration. In our experience,  

employees’ pay as they earn it). We are 

also able to process staff pay through our 

in-house payroll system.

Accounting and reporting
The UK accounting needs of your business 

will vary depending on its size, but as the 

business owner you will be responsible for 

keeping accurate records and accounts.

Moore Stephens provides a full business 

outsourcing solution. Outsourcing your 

financial and administrative functions will 

allow you and your staff to concentrate on 

what is important to the business rather 

than compliance and admin.

Accounting reference dates

Every UK company must keep accounting 

records and prepare annual accounts that 

report on the performance and activities  

of the company for the year.

For all new companies, the first accounting 

period is automatically set as the first 

anniversary of the end of the month  

in which the company was incorporated. 

This ‘accounting reference date’ can be 

changed to suit your preference, commonly 

to align with the parent’s established  

year end. However, an accounting period 

cannot last more than 18 months and 

although an accounting period can be 

extended, this cannot normally be more 

than once in five years.

 

Even in difficult economic circumstances throughout Europe,  
the UK technology sector has seen its revenue grow – even more 
of a reason to consider investing here.
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Preparing and filing accounts

All UK limited companies must submit 

annual statutory accounts to the 

Registrar at Companies House. These 

accounts may need to be audited.

Abbreviated accounts can be prepared  

and filed by medium-sized, small and 

certain dormant companies.

“Outsourcing your 
financial and 
administrative functions 
will allow you and your 
staff to concentrate on 
what is important to the 
business rather than 
compliance and admin.”



A company must submit the accounts  

to Companies House within nine months  

of the accounting reference date for  

a private company. Any late filings will  

incur automatic penalties.

Certain small companies with turnover of 

less than £10.2 million and gross assets of 

less than £5.1 million can claim exemption 

from statutory audit.

Companies which are part of a ‘non-small-

sized group’ or a group cannot qualify for 

exemption from audit, unless that particular 

company is a subsidiary, and has been 

dormant at all times during the parts of the 

year it has been a subsidiary.

To qualify as ‘small-sized’, a group must 

meet at least two of the following 

conditions:

• annual turnover of less than £10.2m;

• balance sheet total of less than £5.1m; or

• fewer than 50 employees.

At Moore Stephens we deliver a robust and 

innovative approach to audit and assurance. 

Our global technology sector experience, 

combined with valuable expertise with 

inward investment, provides significant 

support to growing international 

organisations.

Business tax solutions
The UK has a very attractive corporation tax 

regime. The current rate of corporation tax 

is 19%, falling to 17% in 2020 and there is 

no withholding tax on dividends paid by UK 

Deep understanding 
of sector issues

“Employee share schemes will tie the fortunes  
of the workforce to those of the company, and 
may encourage increased effort and loyalty.”

companies. Dividends received and capital 

gains on disposals of subsidiaries are tax 

exempt. This, together with EU membership 

and a wide network of double tax treaties, 

also makes the UK an ideal intermediate 

holding company location for your wider 

European operations. Our tax experts can 

advise on the optimal international 

structure and financing for your activities in 

the UK and European, including transfer 

pricing.

Filing tax returns

A company must normally submit a tax 

return to HM Revenue & Customs (HMRC) 

within 12 months of the end of an 

accounting period.

Corporation tax payment

The corporation tax payment deadline 

depends on the level of taxable profits  

but is normally nine months and one day 

after the accounting period end. Interest  

is charged on the late payment of tax.

Payment by instalments

Large companies are required to pay their 

tax liabilities by quarterly instalments. A 

large company is one whose profits exceed 

an upper limit (currently £1.5 million). A 

company is not required to pay its tax by 

instalments for the first year it exceeds the 

limit, unless its profits exceed £10 million. 

Both of these limits are scaled down for 

short accounting periods and for the 

number of other companies in the 

worldwide group. 

Value added tax (VAT) 

VAT is a UK tax that is charged on the 

supply of most UK goods and services.  

The standard UK rate of VAT is 20% and 

VAT registration is required where an 

entity’s annual sales revenues exceed 

£85,000. VAT registered companies are 

required to complete a VAT return (normally 

quarterly) and to account to HMRC for VAT 

charged on sales less VAT suffered on costs 

and expenses.

Any business which is not established in the 

UK, but which makes UK ‘taxable’ sales of 

goods or services will have to register and 

account for UK VAT, regardless of the value 

of those sales.

New rules were introduced across the EU 

on 1 January 2015 for EU suppliers of 

‘e-services’ to private/non-business 

customers (B2C supplies). Businesses 

making supplies of music or software 

downloads must register and account for 

VAT in the customer’s EU member state. 

Similar rules exists for non-EU suppliers. 

Rather than separately registering in 

multiple EU countries, a new ‘mini one stop 

shop’ (MOSS) registration can be used.

Corporation tax compliance

Our corporation tax compliance service 

includes the preparation of tax returns and 

computations and tax payment advice, to 

enable you to meet your statutory tax filing 

obligations efficiently and with confidence. 

We also provide a comprehensive indirect  

tax service, including strategic advice, 

assistance with VAT registration, and the 

preparation and submission of VAT returns.

Stock options
Technology companies rely heavily on the 

abilities of talented individuals. Employee 

share schemes (stock options) will tie the 

fortunes of the workforce to those of the 

company, and may encourage increased 

effort and loyalty. 

Where individuals are employed by a UK 

subsidiary of an overseas parent company, 

it might be thought that the incentive effect 

would be greatest if the employees 

acquired shares in the company for which 

they actually worked, where their efforts 

would have the most obvious effect. 

However, in practice shares in the  

subsidiary may have little attraction  

for them, principally because of a lack  

of marketability. In addition, the parent 

company may be reluctant to dilute its 

ownership of the subsidiary by creating 

minority interests. The shares that are 

issued, or over which options are granted, 

will therefore normally be those of the  

overseas parent company.

The tax treatment of such shares and 

options depends on whether they are 

issued under one of the various HMRC 

approved schemes or are ‘unapproved’.

Moore Stephens provides advice on the 

setting up of a share option scheme to 

ensure optimal tax treatment, for both the 

company and its participating employees.

Research and development 
Technology companies rarely stand still,  

and continuously develop new products or 

enhance existing systems in order to keep 

up with the expanding market place and 

ever increasing customer expectations. As a 

result significant investment must be made 

in carrying out such activities. The UK offers 

beneficial tax incentives for such 

development expenditure.

UK R&D rules are defined quite widely and 

cover development whether on speculative 

new products for sale, products in response 

to customer requests or the development of 

back-office internal processes. 

There are two separate sets of R&D relief in 

the UK. One covers companies that are large 

and the other covers small- and medium-

sized enterprises (SMEs). The main, but not 

sole, distinction is whether there are over  

500 employees throughout the group. 
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Tailored solutions to 
support your needs

“To encourage technology companies  
to locate their IP in the UK, the government  

has introduced the ‘patent box’ – a 10%  
reduced rate of corporation tax…”

The SME rules are a notified European 

Union State Aid and are very attractive.  

The enhanced tax deduction of (currently) 

230% equates to a tax saving of around  

25% of qualifying expenditure where the 

company is profitable. 

Where the company is loss-making, it  

can, by election, surrender these losses  

to HMRC in exchange for a 14½% tax  

credit. This equates to around 33% of 

qualifying expenditure.

Large companies can benefit from a 12% 

(previously 11% until 31 December 2017) 

tax credit of qualifying expenditure that is 

treated as income in its accounts. The net 

of tax benefit is approximately 10% of 

qualifying expenditure.

Intellectual property
Unlike other fixed assets, intellectual property 

(IP) is inherently mobile. This means that 

technology companies whose business 

relies on the development and exploitation 

of IP will have choices as to where they 

locate their business that are not open to 

companies in more traditional industries.

To encourage companies to locate their IP  

in the UK, the government has introduced 

the ‘patent box’ – a 10% reduced rate of 

corporation tax to apply to profits derived 

from qualifying patents. The full benefit  

was phased in over a four-year period until 

April 2017 after which the 10% rate is 

fully applicable.

The patents covered by the new rules will 

be those granted by the UK’s Intellectual 

Property Office, the European Patent Office, 

and certain other EEA states. It is crucial  

to highlight that patents granted in other 

jurisdictions such as the USA do not qualify.

Creative industry tax reliefs
For technology companies involved in 

the production of films, animation, 

‘high-end’ television programmes and video 

games, special corporation tax reliefs are 

also available.

The tax reliefs allow such companies to claim 

an additional deduction in computing 

taxable profits and, where that deduction 

results in a loss, to surrender the loss in 

return for a payable tax credit. 
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“ Moore Stephens has supported us to scale-up from a start-up, 
to where we are right now – selling in over 140 countries around 
the world. 

Moore Stephens supports us with a full outsourcing service – from 
preparing our annual accounts, preparing and submitting our R&D 
tax relief claims to conducting our statutory audit – every aspect 
of accounting and taxation. 

This is great for us because we are able to focus on growing our 
business. As a fast-growing company that needs to focus on making 
games, accounting is something we need to have confidence in – 
and Moore Stephens has provided that.” 

Misha Lylin, CEO, Zeptolab
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Contact information
If you would like further information on any item within this 

brochure, or information on our services please contact:

Mark Ayres – Technology Partner

mark.ayres@moorestephens.com

Kevin Phillips – International Tax Partner

kevin.phillips@moorestephens.com

Ian McBane – Business Outsourcing Partner

ian.mcbane@moorestephens.com

Philip Cowan – Corporate Finance Partner

phil.cowan@moorestephens.com

John Stanford – Governance, Risk and Internal  

Audit Director

john.stanford@moorestephens.com

Steven Levine – R&D Tax Partner

steven.levine@moorestephens.com

Ken Almand – Transfer Pricing Partner

ken.almand@moorestephens.com

About Moore Stephens 
We help you thrive in a changing world.

We provide all the support and guidance you 

need to deal with new risks and opportunities. 

We ensure easy access to the right people, so 

decisions can be made quickly and confidently. 

A consistent team will partner with you to 

support your aspirations and contribute to your 

success.

You’ll have access to a range of core 

services, including audit, accounting, tax, 

risk and systems assurance, corporate 

finance, restructuring and insolvency, wealth 

management and disputes analysis. As a Top 10 

accounting and advisory network we support a 

broad range of individuals and entrepreneurs, 

large organisations and complex international 

businesses.

If your business and personal interactions 

need to expand, we’ll help make it happen – 

coordinating advice from a network of offices 

throughout the UK and in more than 100 

countries. 

Moore Stephens globally
Moore Stephens International is the 11th largest 

global accountancy and consulting network, 

headquartered in London. With fees of over 

US$2.9 billion and offices in 112 countries, 

clients have access to the resources and 

capabilities to meet their global needs. By 

combining local expertise and experience 

with the breadth of our UK and worldwide 

networks, clients can be confident that, 

whatever their requirement, Moore Stephens 

provides the right solution to their local, 

national and international needs.


