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Background
In general a UK-resident individual is liable to capital gains tax 

(CGT) on gains that arise on the disposal of any assets, wherever 

situated, with very limited exceptions. There are special rules, 

however, for individuals who are resident but not domiciled in 

the UK. 

Prior to 6 April 2015, non-UK resident individuals were not liable 

to CGT on disposals of UK residential property or any other UK 

assets (unless the sale was part of a trade being carried on in the 

UK). However, with effect from 6 April 2015 CGT has been 

extended to non-UK residents (individuals or closely-held 

companies) holding relevant UK residential property, irrespective 

of value. The charge also applies to disposals of residential 

property by partnerships and trusts where a partner or trustee is 

non-resident. The Government has recently announced in 

Autumn Statement 2017 that it intends to extend this non-

resident CGT charge to all non-resident companies even if they 

are widely-held, and also to disposals of commercial properties. 

These most recent changes are intended to apply to disposals 

from April 2019 onwards.

Principal private residence relief
Principal private residence (PPR) relief is available to ensure that 

individuals do not pay CGT on gains accruing on a property 

during periods when that property is their main residence. The 

remaining portion of the gain is subject to CGT with relief being 

given for specified periods. Final period relief allows the last 18 

months of ownership to be treated as a period of residence. For 

disposals prior to 6 April 2014 the relevant period was 36 

months rather than 18 months. The longer period still applies to 

certain disposals by disabled persons and long-term residents in 

care homes (or their spouses).

In addition, periods of absence from the property for particular 

reasons, such as overseas employment and periods when the 

property was let to another party, may also be treated as periods 
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of residence where certain conditions have been met. PPR relief 

is not available for companies.

Properties eligible for relief
PPR relief applies, in whole or in part, to gains arising on the 

disposal of a dwelling that has been the taxpayer’s only or 

main residence at any time in his period of ownership, 

together with the garden or grounds (up to half a hectare in 

total, or such larger area as is required for the reasonable 

enjoyment of the house).

Qualifying for PPR relief
As a result of the introduction of CGT for non-residents on the 

disposal of residential property, the PPR rules were amended 

with effect from 6 April 2015. The changes affect UK-resident 

individuals as well as overseas residents.

Generally, a non-UK resident will not have their main residence 

in the UK and so PPR relief will not be appropriate. However, 

under the previous rules an individual with more than one 

residence could elect which of their residences would qualify for 

PPR by notifying HMRC of their choice, even if the elected 

property was not in fact their main residence. If the Government 

had continued using this system when the CGT charge on 

non-residents was introduced, non-resident individuals would 

most likely have elected their UK property to benefit from the 

PPR relief so as to avoid a CGT charge. (Their other residences 

outside the UK would be outside the scope of CGT.) 

The PPR rules were therefore amended so that a property may 

only be treated as an individual’s main residence for a tax year 

where the person has either been tax resident in the same 

country as the property for that tax year or stayed overnight in 

the property at least 90 times in that tax year. The new rules 

apply to a UK resident individual disposing of an overseas 

residence just as they do to a non-UK resident disposing of a 

UK residence.
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Where the property is only owned for part of a tax year, the 90 

day test is reduced accordingly and the relevant fraction of 90 

is applied instead. Any night spent by an individual’s spouse or 

civil partner in the property may be counted as a night spent 

by the individual in that property (although a night cannot be 

counted twice). Where an individual has two or more 

residences in the same country, the number of overnight stays 

at those properties can be aggregated for the purpose of the 

90 day test.

When reviewing the availability of PPR relief and deciding on 

the number of nights to stay in a particular property, 

consideration should be given to the possible impact this may 

have on the individual’s residence status under the statutory 

residence test.

Which is the main residence?
If a taxpayer has more than one residence during any period, it 

becomes necessary to decide which was the main residence. 

The taxpayer may decide that question by giving notice to 

HMRC within two years of the time when an additional property 

is occupied as a residence, or of the time when the question 

arises again as a result of a change in the combination of 

properties occupied. In the absence of such a notice the matter 

is decided on the facts of the case. 

Married couples and civil partners can only have one main 

residence between them. 

Relief for let property
Where all or part of the house has been let as residential 

accommodation at any time in the period of ownership, the part 

of the gain that as a result of the letting remains chargeable to 

CGT is reduced by the lower of £40,000 (per individual) and the 

amount of the gain that is eligible for PPR relief. If this 

eliminates the part of the gain relating to the rental period, the 

unused part of the reduction cannot be set off against any other 

part of the gain. 

Other matters 
This factsheet gives a very broad outline of the relief. Further 

detailed rules apply in particular cases. The operation of the 

relief can be complex so please contact your normal Moore 

Stephens advisor for further details.
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