
 

 

 Tax free rental income and tax relief for rentals paid 

 A director was forced to buy the trading premises in the company 

name due to funding and borrowing restrictions. The company 

developed the site and considered what next to do with the 

property. 

A three year plan was designed whereby the company maximised 

its directors’ pension contributions to provide the pension fund 

trustees with enough cash to purchase the property at market 

value. 

 The sale of the property resulted in small capital gain for the 

company but this was offset by the pension contributions that 

qualified for full tax relief. 

 The company now pays the pension fund an annual market rent 

that results in a tax deduction for the company.  

 The pension fund accumulates the rental income tax free and the 

value of the property also grows tax free.  

 This fund will eventually be drawn out by the director on retirement 

that includes a tax free lump sum of up to 25% of the total fund. 

 


