
 

The Chattel rules for UK Capital Gains Tax 
 

MEGAN SAKSIDA EXPLAINS HOW TO APPROACH THE CHATTELS RULES FOR UK CGT AND 

HOW IT MAY NOT ALWAYS BE IN THE TAXPAYERS FAVOUR TO USE THEM 

 
A chattel for the purposes of the capital 
gains tax legislation is tangible, 

moveable, property. ‘Tangible’ in so far 
as it is physical and can be touched. 

‘Moveable’ is given its ordinary meaning 

so an asset is moveable if it can be moved 

without damaging its surroundings. 
Although ‘property’ is not defined in the 

legislation it refers to an item with an 
intrinsic value. If the asset can be bought 

or sold it is property. 
 

There are two types of chattels; wasting 
chattels and non-wasting chattels.  

 
Wasting chattels are completely exempt 

for CGT purposes. These chattels have a 
predictable useful life at the outset of less 

than 50 years. All animals such as 
racehorses and greyhounds and most 

plant and machinery or items with 
moving or mechanical parts are wasting 

chattels. Other such common examples 
are clocks, boats, yachts, and shotguns. 
 

Non-wasting chattels are chargeable to 
CGT depending on how much they are 

bought and sold for. Chattels that are 
bought and sold for £6,000 and under are 

exempt from CGT. Chattels that are 
bought and sold for over £6,000 are 

subject to the normal rules for CGT.  
 

The chattel rules therefore only apply to 
non-wasting chattels for which the 

proceeds are over £6,000 and the cost is 
£6,000 or under; where a gain has been 

made. Alternatively, if the consideration 
is £6,000 or under and the cost is over 

£6,000; where a loss has been made. This 
is sometimes referred to as ‘marginal 

relief’. 
 

A gain 

If a gain has been made the gain 

chargeable is restricted under the rules to 
a maximum of 5/3rds of the proceeds less 

£6,000. 
 

  

 

 

 

“It is important 

to recognise a 

wasting chattel 

from a non-

wasting chattel. 

When a non-

wasting chattel is 

identified, the 

proceeds and 

cost of the asset 

will determine 

the treatment for 

CGT. “ 
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The restricted gain is the maximum 

chargeable gain, so if the normal gain is 
calculated as lower, this can always be 

used instead of the restricted gain. 

 
Two calculations should therefore always 

be made to ensure the lowest possible 
gain is being used. 

 

 

 
A loss 

If a loss has been made, the chattel rules 
restrict the loss available to be offset 

against other gains, to the maximum of a 
loss calculated by taking £6,000 as the 

minimum cost rather than the actual cost. 
 

 

 

Conclusion 

It is important to recognise a wasting 

chattel from a non-wasting chattel. When 
a non-wasting chattel is identified, the 

proceeds and cost of the asset will 
determine the treatment for CGT.  

 
Ensure you perform both the  normal and 

the marginal relief calculations for a gain 
under the chattel rules to ensure the 

lowest gain is chargeable. There is no 
need for two calculations if a loss is 

made, the cot is always restricted to 
£6,000. 

Example 

Milo sells an antique dresser for £8,000. It 

cost Milo £4,500 at auction in 2010. 

 

Normal gain        £ 

Proceeds     8,000 

Cost  (4,500)  

Gain    3,500 
 

Restricted gain/marginal relief 

(£8,000-£6,000) x 5/3 = £3,333 

 

Although the gain was calculated normally 

as £3,500, Milo only needs to calculate 

CGT on the lower of the normal and the 

restricted gain; this is £3,333.  

Example 

Facts as above but Milo sells the antique 

dresser for £9,800. 

 
Normal calculation      £ 

Proceeds    9,800 

Cost  (4,500)  

Gain   5,300 

 

Restricted gain 

(£9,800-£6,000) x 5/3 = £6,333 

 

Here, Milo will want to use the normal 

calculation of CGT as this produces a 
lower chargeable gain of 5,300 rather than 

the ‘restricted’ gain of £6,333.  

Example 

Milo sells an antique bureau for £3,000. It 

cost Milo £8,500 at auction in 2012. 

 

Normal calculation     £ 

Proceeds   3,000 
Cost  (8,500)  

Loss  (5,500) 

 

Restricted loss     £ 

Proceeds   3,000 

Cost*  (6,000)  

Loss  (3,000) 

 *Restricted to £6,000 

 

Although the loss was calculated normally 
as £6,500, Milo is only able to use the loss 

of £3,000 to offset any gains as the loss is 

restricted under the chattel rules to £3,000.  


