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Update

Summary
The ‘ATED-related’ capital gains tax (CGT) charge has applied 

since 6 April 2013 at a fixed rate of 28% on disposals of certain 

high-value UK residential properties by ‘non-natural persons’ 

(NNPs) such as companies, including those resident overseas. It 

is one of three charges that relate specifically to such property.

The other two are:

• the annual tax on enveloped dwellings (ATED) which has 

applied to such properties since 1 April 2013; and

• a higher rate of stamp duty land tax (SDLT) for purchases of 

such properties by NNPs, which was implemented from 

March 2012 but has been subject to changes since.

The taxpayers and properties affected
The CGT charge extends only to companies, partnerships with 

corporate members, and collective investment schemes. For 

convenience, the text below refers only to companies. 

Companies that are members of a partnership are taxable 

only on their proportionate share of the gain.

Reliefs apply where the property is held for certain stipulated 

commercial purposes, of which the most significant is that 

of a property rental business that lets the property to an 

independent party.

Non-resident companies
In general, companies resident outside the UK are not liable to 

CGT or corporation tax unless they are trading in the UK. 

However, there are two exceptions, both of which relate to 

residential property in the UK.

• Since 6 April 2013 such non-resident companies have been 

chargeable to CGT in respect of any ‘ATED-related chargeable 

gain’ accruing on a ‘relevant high-value disposal’. It is this 

charge that forms the subject matter of the present factsheet.

• Since 6 April 2015 non-residents (including some but not all 

companies) have been liable to CGT on disposals of residential 

property in the UK irrespective of its value, and without the 

benefit of the reliefs that apply in the case of the ATED-
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related charge. For further details of this ‘NRCGT’ charge see 

our factsheet ‘Capital gains tax charge on disposals of UK 

residential property by non-residents’.

Where both charges would otherwise apply, the ATED-related 

charge takes precedence.

The basic rules
A ‘relevant high-value disposal’ is a disposal by the company of 

the whole or part of an interest in a dwelling in respect of which 

the company has been within the charge to ATED during its 

period of ownership, and where the disposal proceeds exceed 

£1 million (or a proportionately reduced figure where there is a 

part disposal or in the case of certain linked transactions). Prior 

to 6 April 2015 the threshold was £2 million, and from 6 April 

2016 it will reduce to £500,000, in line with changes to the 

ATED charge.

Prior to 6 April 2013 UK-resident companies were liable to 

corporation tax in respect of gains on relevant properties, in the 

same way as for other assets. However, for gains accruing from 

6 April 2013 onwards the charge on ATED-related gains is, 

instead, to CGT at the 28% rate in the same way as for 

non-resident companies, rather than to corporation tax. This 

means that it is necessary to determine what proportions of any 

gain are, and are not, ATED-related. The non-ATED-related 

proportion of any gain is liable to corporation tax (rather than 

CGT) in the hands of a UK-resident company, and in the hands 

of a non-resident company it may either be free of tax or 

chargeable to the NRCGT charge.

“In general, companies resident outside 
the UK are not liable to CGT or 
corporation tax unless they are trading 
in the UK.”



Private client tax PREC ISE .  PROVEN.  PERFORMANCE .

The ATED-related gain
If the interest disposed of was held on 5 April 2013, the first 

step in determining the ATED-related gain or loss is to calculate 

the gain or loss that would have accrued on the disposal if the 

interest had been acquired on 5 April 2013 at its market value. 

If ATED has been chargeable throughout, then that is the 

ATED-related gain. If ATED has been chargeable for only part of 

the time, the figure is reduced accordingly.

Where properties were (or are) brought within the charge by the 

lowering of the threshold to £1 million from 6 April 2015, or to 

£500,000 from 6 April 2016, the value at those dates will be 

substituted in the calculation for the value at 5 April 2013.

Example

A property was acquired on 5 April 2011 for £1 million 

and disposed of on 5 April 2015 for £6 million. Its value at 

5 April 2013 was £4 million. The post-5 April 2013 gain is 

£2 million. For the year to 5 April 2014 it was not liable to 

ATED because it was let commercially, but it was liable to 

ATED for the year to 5 April 2015. As a result only £1 million, 

being half of the post-5 April 2013 gain of £2 million, 

constitutes the ATED-related gain.

The non-ATED-related gain or loss is the aggregate of:

• the gain or loss that would have accrued on a disposal for 

market value on 5 April 2013 (or 5 April 2015 or 2016 as 

appropriate); and

• the remainder of the gain or loss arising after that date, after 

deducting the ATED-related gain as above.

So in the example above the non-ATED-related gain is £3 million 

(pre-April 2013) plus £1 million (post-April 2013), totalling 

£4 million.

If the interest disposed of was acquired after 5 April 2013 (or 

5 April 2015 or 2016 for lower-value properties brought into 

the scope of the charge from those dates) the entire gain is 

ATED-related, unless reduced (as in the example above) for 

periods when the property was not chargeable to ATED.

The ATED-related gain: election to ignore market 
value
The taxpayer may make an irrevocable election, in the case of a 

property acquired before 6 April 2013, for the calculation of the 

ATED-related and non-ATED-related gain or loss to be made in 

the same way as for a property acquired after that date; i.e. by 

reference to actual acquisition cost and without any reference to 

the 5 April 2013 market value. In this case, the proportion of 

the gain that is ATED-related is calculated broadly as if ATED had 

applied throughout the period of ownership. A similar election 

is available for lower-value properties brought into the charge 

on 6 April 2015 and 2016.

If such an election is made in respect of a property, it also has 

effect in relation to the NRCGT charge (where applicable); 

similarly an election made in respect of the NRCGT charge also 

has effect for the purposes of the ATED-related charge.

An election might be beneficial, for example, if the property had 

fallen significantly in value at 6 April 2013 and recovered 

thereafter to slightly more than its cost; it would enable the 

calculations to be made by reference to one modest gain rather 

than a large pre-April 2013 loss and a large post-April 2013 

gain. It might also be advantageous if there was a 

disproportionate amount of time before 6 April 2013 when the 

property would not have been liable to ATED, but this would 

depend very much on the valuation at that date.

Losses
Relief is available against ATED-related gains for any ATED-

related allowable losses of the same or previous years, subject to 

certain limitations.

Returns and payment
A return must be made, and the tax must be paid, by 31 

January following the end of the tax year. Where the company 

has not been sent a tax return it must notify HMRC of the 

disposal by 5 October following the end of the tax year.

Other matters
There is a relief that applies in calculating gains where proceeds 

exceed the £1 million threshold (or the £2 million or £500,000 

thresholds for past or future years) by only a small amount.

Other, anti-avoidance, provisions can apply to allocate 

chargeable gains of certain closely-controlled overseas 

companies, which are not themselves taxable, to their UK-

resident shareholders, who will then be taxable accordingly. 

ATED-related gains, because they are taxable in the UK on the 

company, are not allocated in this way.
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Similarly, where a company is owned by a non-UK trust there 

are anti-avoidance provisions that can result in gains of the 

structure being attributed to UK-resident beneficiaries who are 

in receipt of capital benefits. Again, ATED-related gains are not 

attributed in this way.

The general rules that allow tax-free transfers of assets between 

group companies, and transfers of capital losses, do not apply 

to a disposal on which an ATED-related gain or loss arises. 

This applies even to any part of the gain or loss that is not 

ATED-related.

Conclusion
Taxpayers affected by the ATED charge may wish to ‘unwind’ 

existing structures under which UK residential properties are 

held through companies, in order to minimise that charge. 

However, the transactions needed to achieve the required 

structure may themselves give rise to additional tax charges, 

including the ATED-related CGT charge as discussed above, the 

new NRCGT charge, and CGT charges under various anti-

avoidance provisions. In addition, holding a property through a 

company will often have inheritance tax advantages for an 

individual who is not domiciled in the UK, and this benefit will 

be lost if the property is held directly. Professional advice should 

accordingly be taken. Moore Stephens can provide a clear 

analysis of the advantages and disadvantages of unwinding a 

structure compared to maintaining it.
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