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Can you gain from the proposed changes
to Capital Gains

Chris Connor

The hot topic, in the Chancellor's Pre Budget Report, is the reform planned for the treatment of Capital Gains Tax for
individuals, trustees and personal representatives. Taper relief and indexation allowance are to be withdrawn and from 6
April 2008 there will be a new single rate of charge to capital gains tax at 18%. In essence, this change means an 80%
increase in the rate of tax on the disposal of businesses and businesses assets which under the current regime commonly
attract a rate on disposal of 10% assuming certain conditions are met.

With only just over six months to go before the new single rate is introduced, the ‘winners’ are those currently in the
process of a business asset transaction who will be able to take advantage of the current regime and a potential tax rate
as low as 10% on the disposal of shares in a private company or business asset. Prompt action is required by anybody
wishing to dispose of such assets before 6 April 2008 as typically transactions of this type can take time to complete.
Certainly from a buyer’s perspective the new rate might help negotiations for a lower purchase price for a pre April 2008
transaction.

Perhaps the good news is for those who have pure investment assets such as second homes, share portfolios or buy-to-
let properties. The introduction of the new Capital Gains rate next year might even be classed as a ‘windfall’ for those
looking to dispose of such assets. Higher rate taxpayers disposing of such assets are likely to be in a better position under
the new regime as they will pay tax at 18% as opposed to 24%, assuming maximum non business asset taper relief was
available. Those individuals considering such a disposal may wish to contemplate deferring it until post April next year.

Indeed all individuals should be looking at their personally owned assets, excluding the family home, particularly those
where disposal in the near future is contemplated, and comparing the tax position under the existing and new regime.
Opportunities to sell assets with full business asset taper or significant indexation should be considered now as should
other measures to crystallise gains under the existing regime if that is beneficial. The chance to do one or more of these
could help to reduce your potential tax liability.

Along his predecessor, the changes announced by the Chancellor undoubtedly necessitate timely and up-to-date advice
which should be sought from your tax adviser.

These notes are for general guidance only. No liability is accepted by Streets for
actions taken in reliance upon these notes and it is essential that detailed advice
relating to the particular circumstances of the case in question should always be
obtained before action is taken.
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