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CAPITAL GAINS TAX CHANGES 
�

In his pre -budget report Chancellor Darling dropped what can o nly be described as  
a bombshell for small business when he announced a new Capital Gains Tax regime 
to start on 6th April 2008.   The Business Taper Relief and Taper Relief, which were 
introduced by Gordon Brown in 1998 will be abolished.  All assets bought prior to March 
1982 have to be counted for Capital Gains Tax purposes at their market value in March 
1982, and Indexation Relief for assets bought prior to 1998 will be removed.   

 
When businesses are sold we have been in a regime whereby 75% of any gain has been 
exempted under Business Taper Relief rules.  This will no longer be effective and therefore 
business owners on retirement etc will face having to pay Capital Gains Tax on 100% of 
their gain, with no allowance for inflation. 
 
From 6th April 2008 Capital Gains Tax will be payable by all taxpayers at a f lat rate of 18% 
rather than the present 10%, 20% or 40% bands.   
 
We would recommend that anyone contemplating the sale of their business or business 
premises should seek advice now to see if the sale could be made prior to 5th April 2008, 
thereby potentially saving a great deal of tax.  On the other hand if a client is contemplating 
the sale of investment residential property then it would be well worth delaying the sale 
until after 6th April 2008.   

 
Please remember that the date of sale from a capital gains point of view is the date on 
which a sale contract becomes unconditional and is not in any way related to the date when  
  cash is received.   
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One of the trends which davidnewton are 
noticing amongst our private clients across 
North Yorkshire is the increasing tendency, 
where land and property sizes permit, to 
sell off part of their garden for building and 
development.  One of the reasons for this is 
the shortage of sites suitable for development 
and it is an area where both householder and 
builder can stand to make a considerable gain. 
In addition to the sale of the land, this can 
involve the building of an additional dwell ing 
within the grounds of the original garden.  It is 
vital that sufficient planning is undertaken for 
this, to minimise tax consequences, as the 
wrong the decision or mis-timing the 
transaction can prove costly. 
 

Capital gains tax applies to the sale of second 
homes, or investment properties but a person’s 
own home attracts a relief – “Principal Private 
Residence” which exempts a homeowner from 
paying tax on the sale of his own living 
dwelling. In addition to a person’s own home, 
this relief also extends to the garden and 
grounds generally of up to half a hectare in 
size. If the garden is bigger than this, then 
Capital Gains Tax may be payable on the sale 
of land within it. The general indicator is the 
area of grounds used for the “reasonable 
enjoyment” of the house itself. So for larger 
houses, the area of garden which can be 
disposed of tax free can increase accordingly. 
 

 
If you are selling a building plot, then the sale 
needs to take place whilst you are actually 
living in the property to ensure that the full  
PPR relief is obtained. If it is sold when you 
are no longer living in the property then you 
would be liable to tax. 
 

If you have a particularly large area of land 
surrounding your home, then the area being 
sold off must be within that part of the grounds 
used for recreation. So if the land is within an 
area used as farmland or let to a business, you 
do not gain the residence relief. 
 

If you are building the house yourself, to sell 
on, it would be treated as a trade and you 
would be liable to income tax on the profit of 
the sale of the development. The value of the 
land could be offset against the profit on the 
sale of the new house, but beware that the 
transfer of the land from private residence to 
the new development would be at Open Market  
Value. Any such 
transfer would require 
independent valuation 
and is liable to Inland 
Revenue examination. 
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BE CLEAR ABOUT YOUR GOALS  

There are many similarities between business and war. In both 
cases, the victor is the one who uses superior strategy against his 
or her competition. 

There are three principles of military strategy you can apply to your 
work every single day. The first idea from the military is called the 
Principle of Manoeuvre. The principle of manoeuvre says that you 
should be clear about the goal, but be flexible about the process of 
achieving it. According to the Menninger Institute, this quality of 
flexibility is the most important single quality that you will require for 
success in times of rapid change. 

BE OPEN TO CONTINUOUS FEEDBACK 

A key peak performance quality for you is to "accept feedback and self-correct." Peak performers are those 
who can take information from their environment and even if the information is contrary to all of their 
planning, they can accept the information, modify their plans, and continue moving forward. They are always 
open to new ideas and insights. 

LEARN WHAT YOU NEED TO KNOW 

The second military principle you can use is the Principle of Intelligence. This principle of intelligence means 
simply, "Get the facts!" 

The most important thing in business decision making is for you to get accurate information. Facts don't lie. It 
is important that you get the real facts, not the assumed facts or the apparent facts or the obvious facts, or 
the hoped for facts, but the real, provable facts. 

MAKE BETTER DECISIONS 

Perhaps the key job of the executive is decision making. The quality of the decisions that you make will be in 
direct proportion to the amount of time that you take to gather timely and accurate information. The very best 
thing that you can do, if you have insufficient information, is to delay making a decision at all. 

INVEST YOUR RESOURCES WISELY 

The third military principle applied to strategic planning is the Principle of Economy of Force. Economy of 
force means that you expend only the resources necessary to achieve the objective and not more. It also 
means that you commit sufficient resources to achieve the objective once you have decided upon it. 

Since your own personal energy is all you really have to invest over the course of your lifetime, the military 
principle of economy says that you should be very selfish when deciding how you are going to use your self. 
Keep asking your self, "How important is this?" and more important, "How important is this to me?"  

ACTION EXERCISES 

Here are two ideas that you can apply immediately to be more strategic in 
your work and personal life. 

First , remain flexible when you are working towards your goal. In times of 
rapid change, all of your best ideas can be contradicted by new information. 
Be willing to try different things. Be open to new inputs and ideas.  

Second , get the facts! The more and better information you can acquire 
before you make a decision, the better your decision will be. The very best 
managers spend a good amount of time getting the real, provable facts 
before they take action. 
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Disclaimer  David Newton & Co. Limited have taken all due care in the preparation of this issue of ‘Practice Talk’.  No responsibility for  loss occasioned  
to any person acting or refraining from action as a result of any material in this publication can be accepted by David Newton & Co. Limited. 
 

David Newton & Co. Ltd trading as davidnewton, Registered in England No. 3912406 

 

INTERESTED IN A NEW WEB SITE? RE-VAMP? ADVICE? 

Things in the Web Services department have been inc redibly busy this Autumn 
especially after a very successful seminar presenta tion .  We have responded well to 
an increasing demand for ecommerce sites, have work ed on self updatable sites, 
sites with uploadable portfolios as well as the tra ditional brochure type web sites.   

From re-vamps of sites built by other designers to new projects, we have relished the 
challenge and have been delighted with the fantasti c feedback from clients.  Our 
portfolio is available to view at  

www.davidnewton.co.uk/dncc/computercons_portfolio.h tm 

If you are interested any web site project - please  do contact the web team.  We will 
not be able to take any new projects on before Chri stmas, but we will be delighted 
to book an appointment to meet with you in the New Year.  

 

 

 


