




















MEMORANDUM

TO: Tax Director

From: Tax Adviser

Date: 10 December 2025

Re; UK corporation tax treatment of related party debt held by Alpha Ltd

Part 1

It is assumed for the purposes of this response, that all counterparties 

to the loan to which Alpha Ltd is party are members of the Corinth 

Group. 

Alpha Limited will be liable to UK corporation tax under Part 5 of 

CTA09, the loan relationship rules. Under these rules, broadly, the tax 

treatment follows the accounting treatment, and Alpha Ltd will be liable 

to UK corporation tax in respect of any profits arising from loan 

relationships (with profits calculated by reference to loan relationship 

credits and loan relationship debits). 

The Loan relationships rules apply where: 

(i) UK company stands as creditor or debtor in relation to a money debt; 

and (ii) the money debt arises from a transaction for the lending of 

money. 

The three debts to which Alpha Ltd is a party which are mentioned in the 

question, are likely to meet this definitino of loan relationship. They 

are assumed to meet this definition of loan relationship for the rest of 

the discussion in this note. 

Tax treatment of write of off debts owed by Delta Ltd and Gamma Ltd

Typically, a write off of a loan receivable, would give rise to loan 

relationship debits in the hands of the lender (in this case Alpha Ltd). 

These losses could be used to offset taxable trading profits. 


















