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Income Tax (Trading and
Other Income) Act 2005

2005 CHAPTER 5

PART 3

PROPERTY INCOME

CHAPTER 4

PROFITS OF PROPERTY BUSINESSES: LEASE PREMIUMS ETC.

Amounts treated as receipts: leases

277 Lease premiums

(1) This section applies if a premium is required to be paid—
(a) under a short-term lease, or
(b) otherwise under the terms subject to which a short-term lease is granted.

(2) The person to whom the premium is due is treated as—
(a) entering into a transaction mentioned in section 264 (if the land to which the

lease relates is in the United Kingdom) or section 265 (if that land is outside
the United Kingdom), and

(b) receiving the amount calculated under subsections (4) and (5) as a result of
that transaction.

(3) That amount is brought into account as a receipt in calculating the profits of the
property business which consists of or includes that transaction for the tax year in
which the lease is granted.

(4) The amount of the receipt is given by the formula—
       



2 Income Tax (Trading and Other Income) Act 2005 (c. 5)
Part 3 – Property income

Chapter 4 – Profits of property businesses: lease premiums etc.
Document Generated: 2024-04-22

Changes to legislation: There are outstanding changes not yet made by the legislation.gov.uk editorial team to
Income Tax (Trading and Other Income) Act 2005. Any changes that have already been made by the team appear
in the content and are referenced with annotations. (See end of Document for details) View outstanding changes

where—

P is the premium, and

Y is the number of complete periods of 12 months (other than the first) comprised in
the effective duration of the lease.

(5) But, if the rule in section 288 (the additional calculation rule) applies, the amount given
by the formula in subsection (4) is reduced by the amount calculated in accordance
with section 288.

Modifications etc. (not altering text)
C1 Ss. 277-281 excluded (with effect as mentioned in Sch. 6 para. 6(2)-(7) of the amending Act) by 1981

c. 1, s. 774G(7) as inserted by Finance Act 2006 (c. 25), s. 76, Sch. 6 para. 6(1)

http://www.legislation.gov.uk/id/ukpga/1981/1/schedule/6/paragraph/6/2
http://www.legislation.gov.uk/id/ukpga/1981/1
http://www.legislation.gov.uk/id/ukpga/1981/1
http://www.legislation.gov.uk/id/ukpga/1981/1/section/774G/7
http://www.legislation.gov.uk/id/ukpga/2006/25
http://www.legislation.gov.uk/id/ukpga/2006/25/section/76
http://www.legislation.gov.uk/id/ukpga/2006/25/schedule/6/paragraph/6/1


Income Tax (Trading and Other Income) Act 2005 (c. 5)
Document Generated: 2024-04-22

3

Changes to legislation: 
There are outstanding changes not yet made by the legislation.gov.uk editorial team to Income
Tax (Trading and Other Income) Act 2005. Any changes that have already been made by the
team appear in the content and are referenced with annotations.
View outstanding changes

Changes and effects yet to be applied to the whole Act associated Parts and Chapters:
Whole provisions yet to be inserted into this Act (including any effects on those
provisions):
– s. 7A-7D inserted by 2022 c. 3 Sch. 1 para. 3
– s. 31E(4) inserted by 2022 c. 3 Sch. 1 para. 7(3)
– s. 649(1A)(1B) inserted by 2023 c. 30 Sch. 2 para. 11(2)
– s. 679(3A) inserted by 2023 c. 30 Sch. 2 para. 11(5)(b)
– s. 679A(3A) inserted by 2023 c. 30 Sch. 2 para. 11(6)(b)
– s. 680(1A) inserted by 2023 c. 30 Sch. 2 para. 11(7)(a)

http://www.legislation.gov.uk/id/ukpga/2022/3
http://www.legislation.gov.uk/id/ukpga/2022/3/schedule/1
http://www.legislation.gov.uk/id/ukpga/2022/3/schedule/1/paragraph/3
http://www.legislation.gov.uk/id/ukpga/2022/3
http://www.legislation.gov.uk/id/ukpga/2022/3/schedule/1
http://www.legislation.gov.uk/id/ukpga/2022/3/schedule/1/paragraph/7/3
http://www.legislation.gov.uk/id/ukpga/2023/30
http://www.legislation.gov.uk/id/ukpga/2023/30/schedule/2
http://www.legislation.gov.uk/id/ukpga/2023/30/schedule/2/paragraph/11/2
http://www.legislation.gov.uk/id/ukpga/2023/30
http://www.legislation.gov.uk/id/ukpga/2023/30/schedule/2
http://www.legislation.gov.uk/id/ukpga/2023/30/schedule/2/paragraph/11/5/b
http://www.legislation.gov.uk/id/ukpga/2023/30
http://www.legislation.gov.uk/id/ukpga/2023/30/schedule/2
http://www.legislation.gov.uk/id/ukpga/2023/30/schedule/2/paragraph/11/6/b
http://www.legislation.gov.uk/id/ukpga/2023/30
http://www.legislation.gov.uk/id/ukpga/2023/30/schedule/2
http://www.legislation.gov.uk/id/ukpga/2023/30/schedule/2/paragraph/11/7/a

