
 
 

Capital Gains Tax 
The 2008 Finance Bill and Entrepreneurs Relief 

 
The Proposals 
Legislation is included in the Finance Bill following the 
Budget on 12 March, to apply capital gains tax (CGT) at 
18% to all gains realised from 6 April 2008.  Taper relief, 
that applied previously, is abolished from that date.  Gains 
from the disposal of business assets were taxed previously 
at an effective rate of only 10% in the majority of cases.   
 
Following adverse reaction from the business sector, the 
Chancellor had announced that an additional relief, 
Entrepreneurs Relief, would apply from 6 April 2008.   
 

Entrepreneurs Relief 
The relief will reduce the rate of CGT on the first £1 million 
of relevant gains from 18% to effectively 10%.  The relief 
will operate by reducing gains within the £1 million limit by 
4/9ths.  Any excess will continue to be taxed at 18%.   
 
The relief will apply mainly to: 
 
• individuals and those in partnership who sell their 

business, or sell assets used in a business that 
ceased within the previous three years; 

• individuals who sell shares in a trading company 
provided that they are employed by the company 
and control at least 5% of it; 

• trustees of an interest in possession settlement 
who sell shares in a trading company provided the 
beneficiary is employed by the company and holds 
at least 5% of the shares; 

• associated sales of assets let to a trading 
partnership of which an individual is a partner or let 
to a trading company of which he owns 5% and is 
an employee or officer.    

 

Points to Consider 
Individuals will have had to own their business, assets or 
shares for one year prior to sale compared with the two 
years for the previous 10% rate. 
 
• Some individuals who qualified for the 10% rate 

previously will not qualify for the new relief (e.g. 
because they do not work for the company). 

• There are restrictions to the relief that apply to 
sales of assets that have been let to a business, 
notably where rent has been charged for their use.     

• Where company shares have been sold for loan 
notes or new shares, relief may be available, but 
careful planning may be required.   

• For EMI share option holders, the relief will start to 
accrue only following exercise of the option, rather 
than the date on which it was granted.   

• The new relief is not restricted to one disposal.  
The limit will apply to a cumulative total of gains 
arising from one or more disposals.   

• Spreading ownership of a business or shares in a 
company around the family can increase the 
available relief.   

 
If you would like more information on how 
these changes will affect your business, 
please contact Frank Upton or Paul Preston 
in Friend LLPÕs tax team who would be 
pleased to arrange a meeting.   
 
Frank Upton +44 (0)121 633 2008 or frank.upton@fr iendllp.com  
Paul Preston +44 (0)121 633 2015 or paul.preston@fr iendllp.com 

 
Friend LLP, Quayside, 11th Floor, 252-260 Broad Street, 
Birmingham, B1 2HF; www.friendllp.com 
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