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Finance (No. 2) Bill 2016 

Reduction in CGT rates for individuals from 6 
April 2016  

Summary of legislation 

Finance Bill (No 2) 2016 confirms that from 6 April 2016 the following CGT rates will apply to capital 
gains realised by individuals that are not “upper rate gains”: 

• 10 percent to the extent chargeable gains qualify for Entrepreneurs’ Relief/Investors’ Relief; 

• 10 percent where gains fall within the taxpayers basic rate band; 

• 20 percent to the extent the person is a higher rate taxpayer or the gains exceed the unused 
part of the individual’s basic rate band; and 

• 20 percent for trustees and personal representatives. 

The current tax rates of 28 percent and 18 percent will continue to apply to disposals of assets which 
are now referred to as “upper rate gains” which are: 

• Disposals of residential property whether UK or overseas; 

• Disposals of residential property chargeable to Annual Tax on Enveloped Dwellings (ATED) 
CGT and non-resident (NR) CGT; or 

• Gains accruing on the disposal of carried interest. 

Companies, both UK resident and non-UK resident, will continue to be taxed at 28 percent on gains 
subject to ATED and at the standard corporate tax rate on other residential property gains. 

Timing 

These measures will take effect from 6 April 2016. 

Our view 

By reducing the CGT rate on capital gains for individuals (other than gains on residential property) in 
tandem with the new Investors’ Relief the Government is seeking to incentivise individuals to invest 
in companies and to provide the capital they need to expand and create jobs. 
  
These reductions in CGT rates have increased the differential with income tax rates generally, and 
contrast with the increase in dividend income tax rates that will also apply from 6 April 2016. The 
combination of these changes result in lower tax rates for investment returns received in the form of 
capital when compared with investment returns in the form of dividends. 
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The further intricacies to the taxation of residential property introduced by the Finance Bill, make this 
a horrendously complex area of taxation and the Government should consider ways to simplify the 
system whilst protecting the tax take.  
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