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Groups – corporation tax 
and value added tax 
In this chapter
• Group relationships.
• Group relief.
• Consortium relief.
• Capital gains groups.
• Sale of shares or assets.
• Transfer of trade within 75% group.
• Transfer pricing.
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Group relationships

Relationship Definition
Associated 
companies

• One company controls (> 50%) another, or
• Both are controlled by the same person.

Group relief 
(GR) group

• A parent company and all its direct and indirect 75% subsidiaries               
(later in this chapter).

• The definition of 75% subsidiary is extended for GR purposes only. In 
addition to owning 75% of the share capital (SC) the parent must also be 
entitled to receive 75% of profits and 75% of assets on winding up.

Capital gains 
group

• A parent company (principal member (PM)) and its 75% subsidiaries (later in 
this chapter) and their 75% subsidiaries – provided PM has > 50% effective 
interest in subsidiary.

• A 75% subsidiary of a PM cannot be a PM itself                                        
(i.e. a company can only be a member of one gains group).

75% 
subsidiary

• One company owns  75% of SC of another, or
• Both are 75% subsidiaries of a third company.
• Includes direct/indirect holdings.
• Definition includes overseas companies.
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Relationship Definition
Consortium 
owned 
company

•  75% ordinary SC owned by companies, each owning  5% and
• Each member entitled to  5% profits and  5% net assets
• Excludes a company that is 75% subsidiary of another.

Illustration – Group relationships
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Relationship Group members

Associated 
companies of 
P Ltd

• A Ltd, B Ltd and C Ltd
• D Ltd excluded as < 50%

Group relief 
(GR) group

• P Ltd, A Ltd, B Ltd
• C Ltd is not part of the group as P Ltd’s interest is < 75%                           

i.e. interest in C Ltd = 60% (80% 3 75%)
• B Ltd and C Ltd form a separate losses group

Capital gains 
group

• P Ltd, A Ltd, B Ltd and C Ltd
• C Ltd is part of the gains group as it is a 75% subsidiary of a 75% subsidiary 

and P Ltd’s effective interest (60%) is > 50%
Consortium 
relief group

• D Ltd is a consortium company of P Ltd and Q Ltd
• D Ltd is owned  75% by companies and each consortium member (P Ltd 

and Q Ltd) is entitled to  5%

You must be clear on the distinction between a group relief group and a capital gains group.

Key Point
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Y Ltd
•  Ceases trading: end of AP.
•  Gains/losses on disposal of chargeable 

assets (e.g. land and buildings).
•  Trading profit/loss on disposal of 

goodwill.
•  Possible ROR for gains/profit on goodwill.
•  BA/BC on plant and machinery (none for 

SBAs).
•  Losses remain in Y Ltd: possible terminal 

loss relief.
• 	VAT:	transfer	of	going	concern.

Z Ltd
• 	Acquires	assets	at	MV.
•  Capital allowances for plant and 

machinery	based	on	MV.
• SBAs based on original cost.
•  Pay stamp duty on land and buildings  

0 – 5%.

Sale of assets:

X Ltd
• No effect.

100%

X Ltd

Y Ltd

Z Ltd

Before After

Y Ltd sells 
assets  
and trade 
to Z Ltd

L&B P&M Goodwill

L&B P&M Goodwill
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Transfer of trade within a 75% group

SALE OF TRADE AND 
ASSETS

IF 
GAINS GROUP

IF NOT 
GAINS GROUP

CAPITAL GAINSSPECIAL  
RULES APPLY

CAPITAL 
ALLOWANCESTRADE LOSSES

 • Assets pass as 
usual at NGNL

 • Capital gains/
losses will arise on 
chargeable assets 
sold

 • Can be transferred 
with the trade

 • Can be used 
against future total 
profits

 • Assets will be 
transferred	at	TWDV

 • No BC/BA for transferor
 • No FYA or AIA for 
transferee

 • SBAs for transferee 
based on original cost
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