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KEY NOTES
TAX RELIEF OF CONTAMINATED BROWNFIELD SITES
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n the early part of the millennium, the government set
itself a target of increasing the housing supply by
200,000 by 2016. As part of the overall strategy to increase
the con dence of investors and developers to utilise
contaminated land, instead of further eroding the
greenbelt, the Government introduced a tax relief called,
Land Remediation Relief in 2001.

T

his tax relief provides corporate developers and
investors with the opportunity to claim up to 150% of
the additional costs of dealing with contaminated
land and buildings including the costs of “preventing,
minimising, remedying or mitigating speci c pollution
causing harm to land or the quality of controlled waters,
as tax relief.
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WHAT CONSTITUTES LAND
REMEDIATION RELIEF

GENERAL CONDITIONS FOR CLAIMING

Although this relief has been around for nearly 20
years, many developers and investors are still not
sure what Land Remediation Relief is and what can
be claimed
Principally, the relief is available for the costs of
dealing with contamination or speci cally
substances that are causing, or could cause,
‘relevant harm’. The costs must be extra over the
costs, that have been incurred to directly deal with
the relevant identi ed contamination. Costs that
would be incurred as part of the normal process,
construction or refurbishment would not qualify as
they are not dealing with the contamination.
In addition, to the actual costs of remediating the
relevant contamination, allowable expenditure will
also include the costs of establishing the level of
contamination (such as additional survey, testing
costs), expenditure on materials, employee or
subcontractor costs of dealing with the
contamination. Also, additional preliminary items
and professional fees incurred as a direct result of
dealing with the relevant substances can also be
claimed.
Relevant substances eligible for Land remediation
relief include substances causing or capable of
causing harm to the health of human beings or
animals, ecosystems, controlled waters or damage
to buildings. The Finance Act 2009, broadly stated
that these must be due to a historical “industrial
activity” (such as a prior construction)

In order to bene t from Land Remediation Relief,
the claiming entity must be a company that pays
UK corporation tax. Developers (including house
builders), traders and owner occupiers are
therefore eligible to claim this relief. Private
individuals, trusts and off-shore companies are
therefore prevented from claiming the relief.
The claiming company must also have a relevant
interest in the property either heritable, freehold or
a leasehold title, of greater than 7 years to qualify
for this relief
The Corporation Taxes Act 2009 sets out the
general conditions that must be satis ed, namely:
•

The land must be in the United Kingdom

•

That the expenditure was on land all or part of
which is in a contaminated state

•

That the land is in a contaminated site and not
a nuclear site

•

The land has been acquired by the company
for the purpose of a UK property business or
trade carried on by it

•

At the time of acquisition all or part of the land
was in a contaminated state

•

That the company carries on a UK property
business or trade in the accounting period

•

The company actually makes a claim

However, provisions were also made to allow relief
for natural occurring substances such as arsenic,
radon and the costs of treating Japanese Knot
Weed.

EXAMPLES OF QUALIFYING EXPENDITURE

Professional fees associated with remediation
activities

Excavation of contaminated materials
Contractor’s preliminaries and pro
Provision of capping layer to provide barrier
Removal of fuel storage tanks
Removal of asbestos
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•

The expenditure has been incurred as the result
of something that was done or omitted to be
done by the company or a person connected to
the company.

•

The company is obliged to carry out the works in
accordance with a statutory notice.

•

The company has received a grant, subsidy or
other contribution in relation to the costs of the
remediation works

•

The company has paid less than the market
value for the site as a result of the
contamination.

•

The company is able to claim plant and
machinery allowances or business premises
renovation allowances

Derelict Lan
In 2009, the tax relief was extended to the
redevelopment of land that has been continuously
derelict since the 1st April 1998, that would not
otherwise be remediated, where the contamination
was not caused by the claimant or a connected
party. To be classed as derelict, the land must
rstly be out of productive use, incapable of being
brought back into business use (unless buildings or
structures on it are removed), listed as derelict or
have been derelict for at least 10 years and nally
not have had a temporary use of more than 7 days
in one year
What quali es for derelict land relief is more
prescriptive. Relief is given for expenditure
incurred in removing the following structures left
from previous occupation of the site
•

Post tensioned concrete

•

Building foundations and machinery structures

•

Reinforced concrete pile caps

•

Reinforced concrete basements

•

Below ground redundant services

Any costs of relevant proprietary activities
associated with the above items will also qualify.

Timing of Bene ts
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The timing however of the bene t, and the
ability to make retrospective claims depends on
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whether the company incurred capital or
revenue expenditure.
For capital expenditure, the relief is claimed in
the year the expenditure is incurred, whereas
with revenue expenditure is claimed in the year
the expenditure becomes a deduction for tax
purposes.
The ability to make retrospective claims on
capital expenditure is restricted by the need to
submit an election to give effect to the relief to
HMRC within 2 years of the year end in which
the expenditure is incurred. Once this time limit
passes, the relief is potentially lost. Claims on
revenue expenditure are not so restricted and
can go back as far as 4 years.
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VALUE OF RELIE
The headline gure is technically 150% of the qualifying land remediation expenditure which is realised
through a company’s corporation tax return. As such, the actual cash value of the relief as in the case of
timing depends on the accounting treatment of the expenditure.

EXAMPLE ONE: CAPTIAL EXPENDITURE
An Owner Occupier buys land to build premises for their business. They remediate in
2020
EXAMPLE ON
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Whether the relief creates a loss, then the company
may either carry forward this loss, or claim a tax
credit by surrendering any unrelieved losses for a
payment equal to 16% of the loss surrendered. The
decision as whether to take the tax credit, or carry
forward the loss to claim in a later period will
depend on the need for the immediate cash ow
and the prospects of moving into a tax paying
position in the future. See example 3 opposite

EXAMPLE THREE: TAX CREDIT
A company incurs qualifying remediation
expenditure of £150,000 in an accounting period
The company can claim LRR of £225,000
i.e 150,000 x 150%
As they are currently making a loss they could
claim a tax credit of £36,000
i.e £225,000 x 16%
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This brie ng is intended to provide an introductory outline to certain aspects of the UK Capital Allowances regime. It should not be used
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instead of obtaining proper professional advice. The outline is for guidance only and is not an appropriate basis for decision-making.

