Structuring property deals to maximise your return

Whether investing or developing, property is atough business in the current economic climate. To
maximise return it is more important than ever to ensure that the property investment, or
development, is structured tax efficiently.

There are an array of possible ownership structures and variations to consider, for instance; Limited
Company, Limited Liability Partnerships (LLPs), Pension funds and Unit Trusts. In addition you may consider
more aggressive planning strategies to minimise the Stamp Duty Land Tax (“SDLT”) cost on acquisition, or
for land with potential for development gain you may look at using an offshore trust and partnership structure
to take future development gain out of the scope of UK tax.

The key to tax efficient structuring is to plan at the outset of a deal and identify the structure that minimises
taxation but provides flexibility in the longer term.

Joint Ventures

Where a joint venture is planned, typically a special purpose vehicle (“SPV”) will be used to acquire the
property. Often such SPV’s are set up as UK limited companies with little thought to alternatives. It is worth
considering whether the SPV should be a LLP, with each investor owning their share in the LLP via a
structure that suits their individual tax needs- which rarely are the same.

The LLP is transparent for UK tax purposes and as a result the liability will rest with the individual partners or
members. For large scale deals one side of the JV may be a unit trust, typically in Jersey. A key benefit of
unit trusts is that units in the underlying investment can be sold without incurring SDLT costs.

For smaller deals the investor may decide to hold their JV investment in an offshore company, especially if
they are non-domiciled for UK tax purposes. With the right tax treaty jurisdiction, extraction from the offshore
company can be free of UK tax.

Offshore investors

For non UK resident and non domiciled investors in the UK it is possible to mitigate UK tax on property
development by establishing development operations in an appropriate jurisdiction with the development
contract carried out in the UK on a consultancy basis. This is known as having a non-UK permanent
establishment.

Aggressive structures

Despite the government’s crack-down on ‘tax schemes’, there are still structures available in the market
place. If you are considering a ‘reportable’ structure you should do so with your eyes wide open. They are
never without risk of challenge, but it is essential to use a reputable provider that will implement the structure
in a meticulous manner. Schemes that have been successfully challenged by HMRC in the past are mostly



those where the implementation has been poorly managed, rarely on a point of legislation. Structures that
mitigate SDLT on acquisition still appear to be popular, as well as using an offshore jurisdiction for UK
residents to mitigate development gain.

In summary, you should review the structure you use for every development; there are considerable tax
savings to be made with careful planning.

For further information on structuring property deals please contact Rachel Salter on 01604 624 011 or email
rachel.salter@mbhlip.co.uk
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