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Property losses for companies
This factsheet considers the types of losses that a UK property company may incur and how they can be utilised. Here we focus on standalone companies, not those that are part of a group.
What types of loss can a property company incur?
A company could make an ‘income’ loss on its UK property rental business (e.g. deductible expenses are more than rents received) or a capital loss (e.g. when a property is disposed).

Both types of loss can be relieved against the profits of the company but there are different rules governing how relief is obtained.

It is important to remember that companies can have various ‘streams’ of income (trading income, property income, loan relationships, chargeable gains and other income). Loss relief rules govern whether a loss can be relieved against other streams of income or not.


[bookmark: _he7gwbhwfkuc]How can ‘income’ losses be relieved?
A property ‘income’ loss must be offset against a company’s total profits and gains of the same accounting period.
Unused property losses can then be carried forward and offset against the company’s total profits and gains of subsequent accounting periods, as long as the property business that created the loss continues. Relief for a brought-forward loss must be claimed in the corporation tax return.
In practice, if a company has both trading profits and a property loss, the property loss would be used to reduce trading profits, before carrying any excess forward.
In order to relieve a property loss, the property business must have been carried on on a commercial basis, with a view to achieving profits. This means that if a non-commercial rent is charged and a loss arises, relief for that loss will be denied. It is important to consider the ‘commerciality’ of property rentals, particularly when properties are occupied by related parties.
How are capital losses relieved? 
If a company disposes a property and makes a capital loss, it should first be offset against any chargeable gains of the same accounting period. This set-off does not need to be formally claimed, although the loss must be reported in the corporation tax return.
Any remaining capital loss that cannot be used against gains of the same period is carried forward to later periods, where it can only be used to reduce future chargeable gains.
In summary, the opportunities for using capital losses are more restricted than ‘income’ losses.
The loss relief restriction
A restriction to the amount of brought-forward losses that can be used in an accounting period applies. 
The maximum amount of losses that can be relieved is £5 million (or a group company’s share of the £5 million) plus 50% of the company’s remaining profits.
The restriction applies to ‘income’ losses that were incurred on or after 1 April 2017.
A similar restriction exists for capital losses. From 1 April 2020 no more than 50% of capital gains arising in the accounting period can be offset by brought forward capital losses.
Further information 
The law governing the use of ‘income’ losses can be found in Corporation Tax Act 2010 sections 62 and 64.
The law governing the use of ‘income’ losses can be found in Taxation of Chargeable Gains Act section 2A.
HMRC’s guidance on relief for property and capital losses can be found here: https://www.gov.uk/guidance/corporation-tax-terminal-capital-and-property-income-losses




We hope that you find this informative. Please contact us to discuss any matters further.
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