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Insights Property UK real estate and non-residents

T
he base of the Capital Gains Tax (CGT) and Corporation Tax regimes has 
widened over several tax years for overseas investors in UK property. Gains 
made by non-residents on direct disposals of residential property were first 
brought into the CGT regime from 6 April 2015. 

UK real estate and non-residents 
Taxing gains made by non-residents on UK immovable property.

A disposal of an indirect interest will, 
for most non-resident investors, occur 
when shares in a company holding UK 
property are sold, or are gifted as part 
of family succession.  

From April 2019, almost all chargeable gains on the disposal of UK 
real estate, were brought within the scope of UK taxation. The rate of 
tax will depend on whether an individual or a company is making the 
relevant disposal.  

 ■ Capital gains on almost all categories of UK property are now 
charged to tax. This includes all forms of commercial property: 
buildings let to government bodies, retail, offices, factories, leisure 
land, agricultural land and forestry. 

 ■ Both direct and indirect interests in UK property are within the 
charge. This means that shares in property holding companies are 
within the charge to tax in addition to direct interests in residential 
and commercial property. 

 ■ The tax rates which apply depend on what is being sold and 
by whom. Non-resident individuals disposing of UK residential 
property are subject to CGT rates of up to 28% compared to rates 
of up to 20% for commercial property. Companies are subject to 
Corporation Tax and a rate of 19% currently applies apply. 

 ■ A disposal of an indirect interest will, for most non-resident 
investors, occur when shares in a company holding UK property 
are sold, or are gifted as part of family succession. 

 ■ Rebasing applies, and the date of rebasing will depend on the 
asset which is being sold. For commercial property and indirect 
disposals, non-residents will be exposed on gains that have 
accrued from April 2019. The rate of tax will depend on whether an 
individual or a non-resident company is disposing of the shares. 

 ■ For non-resident investors who held direct interests in UK 
residential property before April 2019 and who were already in the 
non-resident CGT regime, an April 2015 rebasing date (or actual 
cost if acquired later later) applies. 

 ■ Rebasing from these dates is also available where a company 
migrates to the UK.
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 ■ For an indirect interest to be caught, the entity disposed of must 
be ‘property rich’. This means it must derive 75% or more of its 
then gross value from UK land, including the value held within its 
own indirect interests (e.g. in its subsidiaries). Non-UK land will not 
count toward the 75% test and neither will non-property assets. 

 ■ Further, the person making the disposal needs to have only a 
25% interest in the investment to come within the new regime. 
This is the case irrespective of the size of the interest that is the 
subject of any particular disposal. The interests of ‘related parties’ 
will be included and will be modelled on broad rules to include a 
commercial group of entities with a ‘common object’ in relation 
to a UK property investment. The test requires the person making 
the disposal to look back and determine if the 25% interest test 
was met at any time in the previous five years. This ‘look back’ will 
therefore be to a point as early as April 2014 in the case of non-
resident companies.  

 ■ If an Indirect disposal is made by an individual, any increase 
in value after 5 April 2019 will be subject to CGT at 20% and 
companies are subject to Corporation Tax at 19%.

 ■ There are specific reporting and payment regimes that will depend 
on whether the person disposing of their interest is a company or 
an individual. This will be relevant to the time limits for reporting 
gains and paying any tax due. 

Collective Investment Vehicles (CIVs) 

For more complex property ownership structures which 
fall within the definition of CIVs, including UK Real Estate 
Investment Trusts, a separate set of rules apply. The 
purpose is to exempt gains made by the investment vehicle 
and instead tax investors on chargeable disposals. These 
rules are complex, and investors should therefore review 
when they may be taxed which will depend on the nature of 
any tax elections which have or will be made in respect of 
the CIV. For example, a ‘transparency election,’ means that 
the CIV would be treated like a partnership with tax payable 
by investors when a chargeable disposal is made.

April 2020 rules

From 6 April 2020, non-resident companies will be 
wholly within the Corporation Tax rules on income 
as well as gains. This may impact on the level of 
profits which will be subject to UK tax as compared 
with income tax rules which apply to 5 April 2020.  

In addition to providing you with bespoke advice 
on how the CGT changes could affect you, we 
can advise on the implications of the transition to 
Corporation Tax.

There are specific reporting and 
payment regimes that will depend on 
whether the person disposing of their 
interest is a company or an individual. 


