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New corporation tax payment dates
Blick Rothenberg partner and head of Corporate Tax, Genevieve Morris, looks at the changes to the
corporation tax quarterly instalment regime which apply from 1 April 2019.

F

or accounting periods beginning on or after 1 April 2019,
companies with annual taxable profits of over £20m will be
required to make corporation tax payments four months ealier than
under the current quarterly instalment tax payment regime.

The £20m threshold is divided by the number of group companies,
meaning that this change may hit UK companies with much smaller
levels of profit.

Overview
The Chancellor first announced the new quarterly instalment
payment regime in the Summer Budget 2015, saying that it was
to come into force for accounting periods beginning on or after 1
April 2017. Following representations on the draft legislation, at
the Budget 2016 HM Revenue & Customs (HMRC) announced that
they would defer the new system for two years to allow businesses
more time to prepare. The measure is now effective for accounting
periods beginning on or after 1 April 2019, with the first payments
due under the new regime payable in June 2019.

What’s new?
Historically, ‘large’ companies (defined as companies with annual
taxable profits of more than £1.5m) have paid their corporation
tax in quarterly instalments. For a 12-month accounting period the
company is required to make payments on the 14th day of months
seven and ten of the accounting period to which the liability relates
and months one and four of the next accounting period.
The new rules apply to ‘very large’ companies with annual taxable
profits over £20m. Under the new payment regime, the corporation
tax payments will be due four months earlier than under the current
regime.

Who is likely to be affected by the rules?
The new corporation tax payment regime is aimed at ‘very large’
companies with annual taxable profits over £20m. However, when
assessing whether a company is ‘very large’, we divide the £20m
threshold by the number of 51% group companies, meaning the
rules can apply to businesses with much smaller taxable profits
where they are a member of a large group. To work out the number
of group companies, we count every company in the worldwide
group.
If you are not already paying corporation tax by instalments under
the current regime, it’s likely that the new rules won’t apply to you.
Where the company has a tax liability of not more than £10,000 the
quarterly payment regime will not apply regardless of the number
of companies within the group. In addition, the first year a company
becomes ‘large’ (i.e. has taxable profits of between £1.5m and
£20m), it will not be required to pay tax in quarterly instalments
unless the taxable profits of the company exceed £10m (divided by
the number of 51% group companies where applicable).
There is no “year of grace” for very large companies, so that if
taxable profits are above £20m (divided by the number of 51%
group companies) a company will need to pay quarterly instalments
regardless of the level of profits in the previous year.
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When do the new rules apply?
The new regime applies to accounting periods beginning on or after
1 April 2019. Therefore, the first companies likely to be affected are
those with a 31 March 2020 year end and they will be required to
settle their estimated tax liability for the entire accounting period
before the end of March 2020, with the first payment due on 14 June
2019.
For a December year end, the first accounting period that this will
apply to is the year ended 31 December 2020, with the first payment
due in March 2020.

What are the new payment dates?
Under the new regime, very large companies with a 12 month
accounting period will be required to pay their tax in months three,
six, nine and 12 of the period to which the liability relates. For a
March 2020 year end the instalments will be due on 14 June 2019,
14 September 2019, 14 December 2019 and 14 March 2020. For a
December 2020 year end the payment dates will be 14 March 2020,
14 June 2020, 14 September 2020 and 14 December 2020.

How do I calculate the tax I owe, when I don’t know
what my profits will be?
HMRC accepts that a company will not have certainty over its
corporation tax liability until sometime after the company year end.
The company must therefore make an estimate of the amount of
tax due and pay this to HMRC. Interest will be charged where the

14 April:

14 July:

3rd instalment

4th instalment

There are complex rules to determine
the tax payment date for short
accounting periods, so if you are in
doubt you should speak to your tax
advisor who will clarify this for you.
instalment payments are underpaid but the rate charged is lower
than the HMRC standard interest rate on underpaid corporation tax.
Companies with profits below £1.5m pay their corporation tax nine
months and one day after the end of the accounting period and this
is also the date that the interest charged on underpaid instalment
payments reverts to the HMRC standard rate.

How will this impact on my cash flow?
Businesses need to be prepared for the impact that the introduction
of the new rules will have on cash flow. Due to the acceleration of
the payment dates, companies will be paying their first instalment
under the new regime before they have paid their fourth instalment
for the prior period under the old regime. In all cases there will
be a period during the transition where companies will need to
pay instalments in three out of four consecutive months. This is
demonstrated below:
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Year ended 31 March 2019 payment dates

Year ended 31 March 2020 payment dates
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I only have a short accounting period; does this
impact on the rules?
Where an accounting period is less than 12 months, all the
thresholds quoted above are reduced proportionally. Therefore, for
a short accounting period you could still fall within the quarterly
payment regime, even if your taxable profits do not exceed £20m
(or £1.5m under the large company quarterly instalment payment
regime). There are complex rules to determine the tax payment date
for short accounting periods, so if you are in doubt you should speak
to your tax advisor who will clarify this for you.

Where you are not currently paying your corporation tax by
instalments you should still look ahead at your expected level of
taxable profits for the next accounting period. Where your taxable
profits are expected to exceed £1.5m but not to exceed £20m, you
should establish if the first-year exemption will apply. If not, you will
need to pay tax by instalments, with the payment dates determined
by whether your company is ‘large’ or ‘very large’.

What should I do now?

How we can help

If you are already paying corporation tax by instalments you should
review your expected profit level for your first accounting period
starting on or after 1 April 2019 to see whether the new rules will
accelerate your tax payment dates. Don’t forget to divide the £20m
by the number of 51% group companies in the worldwide group. If
the new rules do not currently apply to your company, you should
continue to review the position every year.

If you have questions about how the new rules may impact on
your business, or you are unsure whether you should be paying
tax by instalments then please get in touch with your usual
Blick Rothenberg contact or one of the individuals listed in the
footer of this document who will be able to assist you further.
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