Hugh Davies & Co.
CAPITAL TAXES |

Capital gains tax (CGT) reform introduced from 6 April 2008
o CGT will now be charged at a flat rate of 18%

o Taper relief and indexation relief are withdrawn.

. The 2008/09 annual exemption will be £9,600

Comment

CGT calculations will become a lot simpler. The main winners will be those selling assets which did
not come into the old “business asset” category — such as buy to let properties, or quoted shares.

Entrepreneurs’ relief introduced from 6 April 2008

This will be available where an individual disposes of all or part of a trade or on a disposal of shares in
an individual ' s per Fherelefis irt respedtioftie first €1n9P00A0yof qualifying
lifetime gains realised by the taxpayer, counting from 6 April 2008. These gains will be taxed at 10%
instead of 18%.

Comment

This is only a partial compensation for the loss of Business Asset Taper relief, but it is better than
nothing! Most Employee shareholdings do not qualify, and there will be difficulties with certain
common business structures.

Inheritance tax (IHT)

The IHT nil rate band increases to £312,000 with effect from 6 April 2008.

The pre-Budget Report was confirmed: any nil-ratebandunused on a person’s deat|
transferred to their surviving spouse or civil partner who dies on or after 9 October 2007. It does not

matter how long ago the first spouse died. The amount of the nil-rate band available for transfer will

be based on the proportion of the nil-rate band which was unused when the first spouse or civil partner

died. The following example illustrates:

Fred was married to Mary. Fred died 10 years ago and left all his estate to Mary, so none of his nil
rate band was used. Mary dies on 15 April 2008 with an estate of £1000, 000. Her estate is now
protected by two nil rate bands (her own plus F r e ddtafling £624,000 and therefore only £376,000 is
subject to Inheritance Tax.

Comment

This is an interesting way of addressing a problem that has arisen over recent years, hamely that
house price increases have meant that many people have been dragged into the IHT net. Certainly
the change will help address this issue. Finding old records may be time consuming, but worthwhile.
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Stamp Duty and Stamp Duty Land Tax (SDLT) changes Hugh Davies & Co.

The rates applicable to residential property are unchanged.

e Transactions involving residential and non-residential property where the chargeable
consideration is less than £40,000, will no longer need to be notified to HMRC.

e Transfers that currently attract stamp duty not exceeding £5 will be exempt and will not have to
be presented for stamping.

e From 19 July 2007, with retrospective effect, there will be no charge to SDLT, where changes

in profit shares within a partnership create a transfer of an interest in a property. SDLT will still
be chargeable on an outright sale of a partnership interest.

The summary does not cover the more technical legislation to counter complex avoidance schemes
such as the following:

o financial products - disguised interest (and thus taxable) as dividends (which are exempt from
tax for companies)

. abusing the availability of interest relief through the payment of interest in advance
o avoidance involving finance leases
o Controlled Foreign Companies

o arrangements to create loss relief claims for individuals carrying on a trade in a non active
capacity.

For more information, contact Hugh Davies on 01722 336647.
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