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Proposed Changes to stamp duty and capital gains tax

This document outlines the key proposals currently under consideration regarding the introduction of
an annual property tax in the UK, as alternatives or supplements to existing taxes such as Stamp Duty

Land Tax (SDLT) and Council Tax.
1. Replace Stamp Duty with a Proportional National Property Tax

- Proposal to abolish Stamp Duty and replace it with an annual levy on homes valued above £500,000.
- Suggested model: 0.54% per year on the portion between £500,000 and £1 million, and 0.81%

above £1 million.
- May apply primarily to owner-occupied homes; SDLT could remain for second homes or investment

properties.
2. Introduce a New Local Property Tax to Replace Council Tax

- Proposal to replace outdated Council Tax (based on 1991 valuations) with a proportional local levy.
- Suggested model: 0.44% annually on property values up to £500,000, with a minimum charge of

around £800 per year.
- Designed to modernise property taxation and ensure fairer contributions.

3. Adjustments to Capital Gains Tax (CGT) on High‑Value Properties
- Proposal to abolish private residence relief for homes valued above £1.5 million.

- CGT would be applied on sale at 18% for basic-rate taxpayers and 24% for higher-rate taxpayers.
- Aimed at increasing fairness and broadening the tax base.

Why These Reforms Are Being Considered
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- SDLT is seen as inefficient, discouraging property transactions.
- Council Tax is outdated and based on old property values.

- Proportional annual taxes are viewed as fairer, more predictable, and better for market fluidity.
Potential Concerns and Criticisms

- Older homeowners, especially in high-value regions like London, could face higher tax burdens.
- Risks of discouraging downsizing or property market activity.

- Potential issues of 'double taxation' for inherited or recently purchased properties.

Summary of Proposals
Reform Proposal

Description
Annual National Property Tax

~0.54% on £500K–£1M, 0.81% above £1M; would replace SDLT.
Local Property Tax (Council Tax Replacement)

~0.44% on values up to £500K; minimum ~£800/year.
CGT on High-Value Homes

Tax on gains from homes over £1.5M; replaces private residence relief.
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