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Letting UK residential property: 
overview of UK taxes

The table below gives an overview of the various UK taxes which may be relevant. Specific advice should always be sought as 
to the actual taxes which apply in any particular circumstance. Relevant tax rates are shown overleaf. 

Resident 
individual

Non-UK 
resident 

individual

UK resident 
trust

Non-UK 
resident 

trust

UK resident 
company

Non-UK 
resident 
company

Purchase

Stamp Duty Land Tax/Land 
and Buildings Transaction 
Tax

Y Y Y Y Y Y

3% surcharge for additional 
residential property

Y Y Y Y Y Y

Higher rate (15%) on 
enveloped dwellings

N N N N N(i) N(i)

Ownership

Annual Tax on Enveloped 
Dwellings (ATED)

N N N N N(i) N(i)

Tax on profits of rental 
business

Y (income tax 
at marginal 

rate)

Y (income tax 
at marginal 

rate)

Y (income tax 
at relevant 
trust rate)

Y (income tax 
at relevant 
trust rate)

Y 
(corporation 

tax)

Y (income 
tax at 20%, 
corporation 
tax from 6 

April 2020)(ii)

Inheritance tax Y Y Y Y Y Y

Disposal

ATED-related capital gains 
tax (CGT)

N N N N N(i) N(i)

Non-resident CGT N Y (28%) N Y (28%) N Y (20%)

CGT Y N Y N(iii) N N

Corporation tax on 
chargeable gains

N N N N Y N

 (i)  Relief from ATED and related charges on enveloped properties is generally available where the property is let to a third party. Relief from  
   ATED must be claimed annually. 
 (ii)  Non-UK resident companies will become liable to corporation tax on rental profits from 6 April 2020 onwards, at 17%. 
 (iii)  In some circumstances the settlor or beneficiaries may be subject to CGT.

T: +44 (0)20 7841 4000    E: info@saffery.com    www.saffery.com

http://www.saffery.com


Relevant rates and allowances

Inheritance tax (IHT)

2018-19 2017-18

Nil rate band* £325,000 £325,000

Additional residence nil rate band* £125,000 £100,000

Tax rate above nil rate band  
(on death)

40%** 40%**

Lifetime gifts

Lifetime gifts to individuals are exempt from IHT if the donor survives seven 
years. Tax charges on gifts within seven years of death are as follows:

Years before death 0-3 3-4 4-5 5-6 6-7

% of death rates 100 80 60 40 20

Chargeable lifetime gifts above the available nil rate band are taxed at 20%. 

Other exemptions

Transfers to spouses/civil partners. Certain gifts out of income. Small gifts: 
£250 per donee. Annual gifts: £3,000 per donor. In consideration of 
marriage: parent £5,000; grandparent, remoter ancestor or party to 
marriage £2,500; other £1,000.

Individuals not domiciled in the UK

Spousal exemption is limited to £325,000 where the transfer is to a non-UK 
domiciled spouse who does not elect to be treated as UK domiciled.
An individual will become deemed domiciled in the UK where they have been 
resident for 15 of the last 20 years (eg from 2003-4).  Professional advice 
should be sought where there has been a break in UK residency or where an 
election to be UK domiciled is to be made.

*  A surviving spouse/civil partner is entitled to any unused nil rate band/additional 
residence nil rate band of their deceased spouse/civil partner 

**  36% where 10% or more of the deceased’s net estate is left to charity

Corporation tax

2018-19 2017-18

Profits and gains 19% 19%

Restitution interest payments 45% 45%

Diverted profits 25% 25%

Capital gains tax (CGT)

Individuals 2018-19 2017-18

Annual exemption £11,700 £11,300

Main rate

  Within basic rate band 10% 10%

  Above basic rate band 20% 20%

 Gains on residential property 
and carried interest

Within basic rate band 18% 18%

Above basic rate band 28% 28%

Trustees

Exempt amount £5,850 £5,650

Main rate 20% 20%

Gains on residential property 28% 28%

Companies

ATED-related gains 28% 28%

NRCGT gains 20% 20%

Other chargeable gains 19% 19%

Entrepreneurs’ Relief (ER)

ER may be available in respect of gains on the disposal of certain business 
assets, including shares in trading companies where inter alia the vendor owns 
at least 5% and is an employee of the company (different rules apply where the 
shares were acquired under an Enterprise Management Incentive Scheme). A 
flat rate of 10% applies. Assets must have been owned for at least a year (two 
years from 6 April 2019) to qualify for the relief and there is a lifetime limit of 
£10 million on the gains for which relief can be claimed. 

Investors' Relief (IR) 

IR may be available in respect of gains made by non-employee/director 
shareholders on the disposal of qualifying shares. A flat rate of 10% applies. 
Assets must have been owned for at least three years to qualify for the relief 
and there is a lifetime limit of £10 million on the gains for which relief can be 
claimed.

Stamp taxes

Stamp Duty

Stamp Duty is charged at the rate of 0.5% on the transfer of shares valued at 
greater than £1,000. 

Stamp Duty Land Tax (SDLT)

SDLT is charged on a progressive basis on the transfer of UK property 
(excluding Scotland and Wales), and on most lease premiums according to 
the value of the consideration and the use.

Rate* Residential bands Rate** Non-residential bands

0% £0 - £125,000 0% £0 - £150,000

2% £125,001 - £250,000 2% £150,001 - £250,000

5%*** £250,001 - £925,000 Over £250,000

10%*** £925,001 - £1,500,000 5%

12%*** Over £1,500,000

Scotland – Land and Buildings Transaction Tax (LBTT)

LBTT replaced SDLT for properties in Scotland from 1 April 2015.  It is 
charged on the transfer of Scottish property and on most lease premiums 
and, like SDLT, applies on a progressive basis.  Rates and thresholds differ 
from SDLT, and specialist advice should be sought when buying a property in 
Scotland.

Wales – Land Transaction Tax (LTT)

LTT replaced SDLT for properties in Wales from 1 April 2018.  It is charged 
on the transfer of Welsh property and on most lease premiums and, like 
SDLT and LBTT, applies on a progressive basis.  As with LBTT, rates and 
thresholds differ from SDLT, and specialist advice should be sought when 
buying a property in Wales.

*  No SDLT is payable on the first £300,000 of purchases of up to £500,000 by first-time 
buyers. An additional 3% supplement applies to all rates where a second property 
is purchased which does not replace a main residence, and for which consideration 
exceeds £40,000

**  Lower rates apply to leasehold interests in non-residential property
***  15% where property is purchased by certain non-natural persons and consideration 

exceeds £500,000.  Relief may be claimed in limited circumstances

Income tax

Individuals 2018-19 2017-18

Non-savings 
(excluding 
Scotland) 

Savings  
(all UK)

Dividends  
(all UK)*

Band of taxable income Band of taxable income

- 0%** £0 - £5,000 £0 - £5,000

20% 20% 7.5% £0 - £34,500 £0 - £33,500

40% 40% 32.5% £34,501 - £150,000 £33,501 - 
£150,000 

45% 45% 38.1% Over £150,000 Over £150,000

Non-savings (Scotland only)

19% £0 - £2,000 –

20% £2,000 - £12,150 £0 - £31,500

21% £12,151 - £31,580 –

41% (2017-18: 40%) £31,581 - £150,000 £31,501 - 
£150,000

46% (2017-18: 45%) Over £150,000 Over £150,000

Trustees (all UK) 2018-19 and 2017-18

Life interest Discretionary

Non-savings 20% 45%

Savings 20% 45%

Dividends 7.5% 38.1%

Standard rate band*** n/a £1,000

* Dividends are taxed as the top slice of income, before capital gains
**  The 0% rate applies to savings income only, and is not available where taxable non-savings 

income is above £5,000
***  Income in the standard rate band is taxed at 7.5% or 20% as appropriate
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