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Land, buildings and rollover relief

Julie Butler points out the tax planning possibilities of rollover

relief on property.

Witll the increase in tax relief
available for business asset taper

relief post 6 April 2002 there are argu-
ments to say that rollover relief is becom-
ing less and less attractive. Additionally
the interaction of rollover relief and taper
relief together with other reliefs has
become increasingly complicated.

However, the benefic of rollover relief
and tax planning around it should not be
dismissed.

In practice the most widely used class
of asset for rollover relief is that of
buildings and land. It is important to note
these are sub-divided for the purposes of
rollover relief into the following two
classes:

# The land occupied (as well as used)
only for the purpose of a trade; and

+ Any building or part of buildings and
ANy Prmanent or semi-permanent
structare in the nature of the building
occupied (as well as used) only for the
purpose of a trade.

The fact that buildings and land are
wdentified separately can be helpful to the
tax planner when trying to match
disposable assets against the position of
various other assets when dealing with

the claim for rollover relief.

For example, if land is sold with a
building on that land,it is possible to
divide the sale proceeds between two
different assets, namely the building and
the fand. Likewise when the land and
buildings are purchased it is possible to
divide them into two separate classes of
asset. This means that the gain on one
class would be used to absorh, for
example, annual exemptions and/or losses
for capital gains tax and the other could
be the subject of a rollover relief claim.,

This can also be useful in planning for
their interaction wich business asset taper
relief.

There s a greater need for careful
valuation and identification of the assets.
Additionally, more discussions with the
district valuer could arise. However, it can
be something that can be extremely
useful and should not be overlooked in
the tax planning of land sites.

Care must be taken, in making a
rollover relief claim, that the buldings,
structures and land satisfy the business
occupation test. There are restrictions
which can lead to the claim for rollover
relief being refused.

These are:

+ where the taxpayer is dealing in or
developing the land, roliover relief does
not apply to asscts held as trading stock
{(TCGA 1988, s156(2)). This exclusion
does not, however, refate to claims from
the sale or disposal of an asset which
would not be included in the calculation
of trading profit. It is therefore important
to note that a dealer or developer can
make pains on such assets as a builders
yard, showroom or other capital assets
used for the purpose of the trade.

+ where the vader is providing services
for the occupier of land in which the
person carrying on the tade has an
nterest.

‘When dealing with the rollover relief
claim and reviewing the restrictions and
decisions connected with the transaction
it is vital to investigate the potential
advantages of using the distinction
between land and buildings.
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June indexation

The value of the Retail Prices Index
for June 2002 is 176.2 (January 1987 =
100).

The table below applies only to
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bodies within the charge to corporation

tax on their capital gains.
For those within the charge to capital
gains tax, the FA 1998 provisions mean

that for assets acquired before April 1998
and disposed of after 5 April 1998, the
figures for the indexed rise will be as sct
out in the April indexation table, shown
atTPT 1998, p92. M
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