
CORPORATION TAX UPDATE 
(NORTHERN IRELAND) BILL 

 

On the 8th January 2015, the UK government published a bill proposing that the NI Assembly 

has the right from April 2017 to set a separate and lower corporation tax rate for Northern Ireland 

than in the rest of the UK.  

Corporation tax is the tax that companies pay on their trading profits and which is currently levied 

at the uniform rate of 21% throughout the UK, although this will be reducing to 20% in April 2015. 

Corporation tax rate in the Republic of Ireland is just 12.5%, and it is argued that the ability to set 

a lower rate of corporation tax will specifically enable NI to compete on a level footing with the 

Republic of Ireland. It is also hoped that cutting the tax will help tackle long-term problems in the 

Northern Ireland economy and help to re-balance the economy away from the public sec-

tor.  Foreign direct investment should also increase and with companies being able to keep more 

of their profits, it should encourage much greater levels of private investment and growth.  

The NI Assembly has not yet indicated definitively what the reduced rate of corporation tax would 

ultimately be, but the belief (and hope of many NI based companies) is that they will seek to 

achieve parity as soon as possible with the 12.5% rate applicable in the Republic of Ireland. 

In terms of which companies will benefit from a reduced rate of Corporation Tax, it should be 

firstly noted that the bill does not include the ability to set taxation rates for non-trading profits, 

such as income from property.  

Secondly, companies which generate profits by lending and investing activities (including those 

of Treasury companies); and asset management; finance leasing; certain types of insurance, will 

not qualify for the reduced rate of corporation tax and will remain in the UK main regime. The 

UK’s oil and gas tax regime will also not be part of the Northern Ireland tax regime, although cer-

tain ‘back office’ activities related to the above activities or trades may still qualify. 

Further only those companies which pass the ‘SME’ test or the ‘large company test’ will qualify 

for the reduced rate of taxation. In terms of criteria, an SME is a company which has less than 

250 employees, a balance sheet value of less than €43m, or a turnover of less than €50m,  and 

in which at least 75% of its staff time and costs relate to work carried out in Northern Ireland. 

A large company is a company which is not an SME, but has a "Northern Ireland Regional Es-

tablishment" (NIRE) – namely a fixed place of business, such as an office or factory, from which 

it trades.  The UK Treasury has confirmed that "internationally recognised principles" will be used 

to attribute profits to the NIRE. 

There are also specific rules relating to the application of loss reliefs, capital allowance reliefs, 

dealing with intangible assets, and companies should seek expert legal and financial advice in 

relation to this.  

The bill has cross party support in the UK Parliament and is likely to be passed before the up-

coming UK parliamentary election in May 2015.  
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