
 

 

                                                                                

 

CAPITAL GAINS TAX 

What Is Capital Gains Tax? 

C p     G     T x (CGT)        x     h  pr     ( h  “    ”)       k  wh   

        ,   v   w  ,  r     r,  r    p                 h   h      r         

v      I p r      ,  h    x     h r        h      —     h             pr     

Ex  p   ( r    MRC) 

I      b   h             r £5,000         r           r £25,000,    r gain 

   £20,000 —      h       h           bj       CGT  

What Counts as a “Disposal”? 

CGT  pp     wh        

• S             

• G                  

• Sw p      r      h         

• R    v     p         (    ,     r     p        r     r           ) 

Which Assets Does CGT Apply To? 

M            h        ppr      ,            

• Sh r         v         

• Pr p r     h r  h      r      h    

•                 

• P r      p            v r £6,000 ( r , j w    r ,     ) 

Assets Exempt From CGT 

• Your main residence (if qualifying for Private Residence Relief)  

• Cars  

• Cash  

• Shares held in ISAs  

• Gifts to a spouse or charity 

 

Annual Exempt Amount 

Everyone receives a tax-free allowance each tax year. 

• £3,000 for individuals in 2024/25 and 2025/26 

• £1,500 for most trusts 

If your total gains are below this amount, no CGT is payable. 

 

How is CGT Calculated? 



 

 

                                                                                

 

Taxable Gain = Sale Price – Purchase Price – Allowable Costs – Annual 

Exemption 

Allowable costs may include: 

• Improvement costs 

• Professional fees (legal, agent, valuation) 

What are the current tax rates? 

Rates depend on: 

• Your income tax band, and 

• The type of asset (property vs. other assets) 

Typical CGT rates: 

• 10% or 20% for most assets 

• 18% or 24% for residential property 

 

Who pays Capital Gains Tax? 

 

CGT  pp         

• Individuals (     x r        ) 

• Trusts 

• Personal representatives 

C  p         not p   CGT— h   p   Corporation Tax    

 h r   b          

 

Illustration of Capital Gains Tax Calculation (UK) 

You sell an asset with these details: 

• P r h    pr    (b        )  £20,000 

• S    pr    (   p     pr      )  £50,000 

• A   w b          £2,000 

(    ,           ,   pr v           ) 

• A      CGT  x  p     (2025 26)  £3,000 

• T xp   r   p         r      xp   r 

• A       p   Sh r   (CGT r    10%) 

Step 1 — Determine Your Disposal Proceeds 

Th       h             r    v   r            h         

D  p     pr       = £50,000 

Step 2 — Establish Your Base Cost (Acquisition Cost) 

Th             



 

 

                                                                                

 

• P r h    pr    

• I          b            (    , br k r     ) 

  r   

          = £20,000 

Step 3 — Deduct Allowable Expenditure 

A   w b    xp      r            

•            

• I pr v            

• S            

  r   

Allowable costs = £2,000 

Step 4 — Calculate the Gain Before Reliefs 

F r      

Gain = Disposal proceeds − Base cost − Allowable costs 

        = £50,000 − £20,000 − £2,000 = £28,000 

 

Step 5 — Apply Capital Losses (If Any) 

Y   h v  no losses,     h       r        £28,000 

Step 6 — Apply the Annual Exempt Amount 

A       x  p       r     v       (2025 26)  £3,000 

T x b        = £28,000 − £3,000 = £25,000 

Step 7 — Calculate the CGT Due 

Th     p         

• Y  r          x b    

• T p           

      r      xp   r CGT     h r   = 10% 

CGT    b      = £25,000 × 10% = £2,500 

Conclusion: 
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