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Private residence relief and the final period 
exemption 
 

Introduction 

From a capital gains tax perspective, there are significant 
tax savings to be had if a property has been the owner’s 
only or main residence. The main gains are where the 
property has been the only or main residence throughout 
the whole period of ownership as private residence relief 
applies in full to shelter any gain arising on the disposal 
of the property from capital gains tax. 

 

However, there are also advantages if a property enjoys 
only or main residence status for part of the ownership 
period; not only are any gains relating to that period 
sheltered from capital gains tax, but those covered by the 
final period exemption are also tax-free. 

The final period exemption works to shelter any gain 
arising in the final period of ownership from capital gains 
tax if the property has at any time, however briefly, been 
the owner’s only or main residence. This can be 
particularly useful if the property is, say, lived in as a 
main home and then let out prior to being sold, or where a 
person has two or more residences. 

Prior to 6 April 2020, the final period exemption applies 
generally to the last 18 months of ownership. Where the 
person making the disposal is a disabled person or a long-
term resident in a care home, the final period exemption 
applies to the last 36 months of ownership. 

From 6 April 2020, the final period exemption is reduced 
to nine months, although it will remain at 36 months for 

care home residents and disabled persons.  
 

Planning ahead 

Where a property which has been occupied as a main 
residence at some point, it could be very advantageous to 
dispose of it prior to 6 April 2020 rather than after that 
date to benefit from the longer final period exemption. 

Example 

Frankie has a cottage on the coast that he brought on 1 
January 2010 for £200,000. He lived in it as his main 
residence for two years until 31 December 2011, when he 
purchased a city flat which has been his main residence 
since that date. He continues to use the cottage as a 
holiday home. 

He plans to sell the cottage and expects to get £320,000. 

Scenario 1 – sale on 31 March 2020 

If Frankie sells the cottage on 31 March 2020, he will 
have owned the cottage for a total of 10 years and three 
months (123 months). Of that period, he lived in it for 24 
months as his only or main residence. As the sale takes 
place prior to 6 April 2020, he will benefit from the final 
period exemption for the last 18 months. 

The gain on sale is £120,000 (£320,000 - £200,000) 

He qualifies for 42 months’ private residence relief, 
which is worth £40,976 (42/123 x £120,000). 

The chargeable gain is therefore £79,024 (£120,000 - 
£40,976). 

Scenario 2 – sale on 30 April 2020 

If Frankie does not sell the property until 30 April 2020, 
he will only benefit from a nine-month final period 
exemption. If he sells on this date, he will have owned the 
property for 124 months. Assuming the sale price remains 
at £320,000 and the gain at £120,000, the gain which is 
sheltered by private residence relief is £31,935 (33/124 x 
£120,000), and the chargeable gain is increased to 
£88,065 (£120,000 - £31,935).  
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If planning to dispose of a property which has been an 
only or main residence for some but not all of the period 
of ownership, selling prior to 6 April 2020 will enable the 
owner to shelter the gain pertaining to the last 18 months 
of ownership. 
 

Recommendation 

Consider realising a gain on a let property which has also 
been a main residence prior to 6 April 2020 to take 
advantage of the existing private residence relief (36 
months) prior to that date where a landlord does not share 
the accommodation with the tenant.  Taking professional 
advice will help to quantify the benefit and assess with 

your long-term property strategy. 
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Information to readers 
This material is published for the information of clients.  It provides only an overview of the regulations in force at the date of publication, 
and no action should be taken without consulting the detailed legislation or seeking professional advice.  Therefore no responsibility for 
the loss occasioned by any person acting or refraining from action as a result of the material can be accepted by the authors or the firm. 


