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1. Executive summary 

1.1 We welcome the chance to make comments in response to the Office of Tax Simplification’s Capital 

Gains Tax (CGT) review. These comments are in response to part two of the review, on the principles 

of CGT. Our response to part one has been reflected in parts of this response, and is also included 

as an appendix. 

1.2 In summary, our key points are as follows: 

• The government must ensure that any changes to CGT are considered in the context of the 

wider tax system. Any intended policy objectives from the changes should be stated up 

front, to allow for stakeholders to identify any potential issues to the government as early 

as possible.   

• Changes to the CGT system should not be implemented as a standalone be planned and 

implemented in line with the government’s wider tax strategies, including Making Tax 

Digital. They should be clearly communicated to taxpayers to ensure they are aware of the 

background behind the changes, and the impact on them, in plenty of time ahead of the 

changes coming into force.  

• Any changes introduced should also take account of agents. Many taxpayers choose to use 

an agent, and systems should be designed to allow agents to easily represent their clients 

with HMRC.  

 

1.3 We would be happy to discuss the points raised here in further detail.  If you have any questions, 

or would like any further information, please contact: Robert Langston, National Tax Partner, on 

0207 841 4129 or email robert.langston@saffery.com or Alison Hobbs, Director, National Tax, on 

0207 841 4016 or email alison.hobbs@saffery.com . 

2. General points 

2.1 As the UK economy recovers from the impact of coronavirus, it is inevitable that the government 

will consider how best to rebalance the public finances in the wake of the unprecedented levels of 

financial support that government has provided to UK business. Clearly, one option here would be 

to raise tax rates, or to make other changes to the tax system in order to increase the overall tax 

take.  Although not explicitly stated, this sets the context for the current OTS review of CGT, and 

may of itself lead to behavioural change if long-term policy objectives are not clearly set out.   

2.2 CGT is currently charged at significantly lower rates than income tax, and this, in and of itself, is 

probably sufficient to warrant closer attention being paid to the tax, particularly given the current 

economic climate.  We would note, though, that whilst this differential does make capital receipts 

more attractive in theory, it is difficult in practice to recategorise income as capital due to existing 

anti-avoidance rules. In our experience, therefore, avoidance of an income tax charge is not a driver 

for change here. 

2.3 Clearly, the question of what role CGT should play within the tax system as a whole sits within a 

wider debate around the taxation of wealth and earned income.  This debate is inherently a political 

one – what the ‘right’ and ‘fair’ balance of taxation is will depend very much on the viewpoint of 

each individual.  We do not intend to comment on what the correct balance is between taxes on 

wealth, including the disposals of capital assets, and income.  However, we will offer some 

perspectives on what the consequences of particular changes might be. 
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2.4 As the call for evidence notes, the tax take from CGT is significantly lower than from (for example) 

income tax and NIC, so changes to the rates at which tax is charged will not automatically produce 

a significant amount of extra revenue. 

2.5 Before considering any change in the CGT rates, the government must also bear in mind the 

different ways in which capital gains arise. They are commonly realised after an asset has been held 

for a reasonably long period of time, and the gain in these cases will most likely reflect significant 

inflationary increases. This was managed in the past via indexation relief or taper relief, which 

provided some measure of tax relief for assets which had been held for long periods. Now these 

have been abolished, there is no way of giving relief for inflation when a gain is realised other than 

through lower rates of tax. The government should, therefore, be clear when contemplating any 

change to CGT rates whether it intends to reintroduce a relief for inflation, or not – and in the latter 

case be comfortable both from a political and behavioural point of view with the higher rates which 

would become payable on notional gains. 

2.6 If changes are to be made to the system, the government should ensure that: 

• It considers the future shape of CGT holistically within the context of the tax system as a 

whole, and also wider policy objectives and economic drivers (including the housing 

market). 

• More specifically, any changes should be considered within the context of the extension of 

Making Tax Digital to Income Tax Self Assessment in April 2023. This should include 

ensuring that the practicalities of any changes to the reporting/payment structure for CGT 

are integrated into the MTD ITSA systems from the outset.  We would also suggest that the 

timing of any such changes is carefully considered and that the government avoids making 

changes which require standalone reporting systems (such as that for 30-day CGT reporting 

where there have been problems) and complex authorisation methods which do not take 

account of the role of agents. 

• The broader potential impacts of change are considered and modelled.  For instance, 

would any move to align tax rates more closely with those charged on income have a direct 

impact on the volume of transactions taking place which would be subject to CGT in the 

first place? 

• The intended policy objectives are clearly stated from the outset.  This should include an 

analysis of expected behavioural changes.  Our experience, from talking to clients about 

previous potential changes to the CGT rules, is that this is an area where change has the 

potential to drive significant shifts in taxpayers’ behaviour – including, but not limited to, 

some taxpayers becoming non-UK resident, and it is vital that the government is clear on 

what behavioural change would be acceptable (in terms of meeting its policy objectives) 

at an early enough stage for potential issues to be raised and discussed. 

• There should also be timely reviews of any changes to the system, to ensure they are 

meeting their objectives. The clear policy objectives outlines above should be used to help 

measure the success of specific measures. 

 

3. Specific consultation questions 

Acquisition and disposal 

3.1 Question 1: Is the scope and boundary of CGT clear? Is it always obvious when an event is 

chargeable? 
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3.1.1 In general, the scope and boundary of CGT is clear. However, we find that some events are less 

obviously chargeable to those not familiar with the CGT regime – for example, when an asset is 

gifted or destroyed. 

3.2 Question 2: How generally aware are taxpayers of their (potential) CGT liabilities following a 

disposal? Could/should they be made more aware, and if so how? 

3.2.1 As mentioned above, we find that the average taxpayer, particularly if unrepresented by an agent, 

is less likely to be aware of their CGT obligations where assets have not been disposed of via sale 

(ie through gifting). We also find that, where there have been recent changes in the CGT rules, such 

as the recent introduction of 30 day reporting for UK residential property disposals, there can be a 

lack of awareness, with taxpayers not keeping on top of recent developments.  

3.2.2 As raising awareness of taxpayer obligations can be an expensive and difficult process, HMRC will 

need to balance the potential loss of tax against the cost and effectiveness of various methods of 

raising taxpayer awareness, and plan their approach accordingly. Targeted approaches, in 

particular, may get better results – to give an example, with the new 30 day reporting rules, HMRC 

could conduct an awareness campaign with estate agents and solicitors, requesting that they tell 

their clients about the new rules.  

3.2.3 As tax agents, we often find ourselves responsible for informing clients of policy changes, not just 

in CGT but across all taxes. While we – and other tax advisers -  can reach represented taxpayers, 

HMRC must consider further how best to reach unrepresented taxpayers. It is also worth bearing 

in mind that the responsibility for making taxpayers aware of changes to the tax rules should be 

primarily HMRC’s – HMRC should not assume that agents will be able to bear the responsibility of 

this.  

3.3 Question 3: To what extent do the current CGT rules influence decisions around whether, how or 

when taxpayers acquire or dispose of assets? And to what extent and how do taxpayers adjust 

their activity to reflect this? 

3.3.1 For the largest part, commercial or personal considerations are the primary driver for taxpayers 

when determining whether to acquire or dispose of an asset. For many, a consideration of the CGT 

position and any reliefs available will take place, but this will be in an effort to align their current 

planned approach with their desire to achieve a preferential tax outcome – tax considerations are 

rarely the primary motivation for an acquisition or disposal.  

3.3.2 We would also comment that frequent changes in tax rates may prompt taxpayers to attempt to 

sell assets sooner, to benefit from current, lower rates, result in a loss of certainty to taxpayers, and 

may distort markets (for example, by prompting ‘fire sales’ if the rates are to be increased).  

3.4 Question 4: Are there any specific practical challenges for taxpayers in dealing with the CGT 

aspects of acquiring and disposing of assets? 

3.4.1 It is becoming more difficult for taxpayers to get valuations for certain assets owned prior to 1982, 

and HMRC are becoming more likely to challenge these valuations. Additional complexities arise 

where these assets have changed use (for example, an agricultural property becomes residential), 

or where only part of the asset is disposed of.  

3.4.2 We would suggest that the government consider whether to allow a rebasing to a more current 

date. This would provide a huge simplification for owners of assets that have been held for a 
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significant length of time, as well as deal with some of the concerns above about the removal of 

indexation.  This might also limit the behavioural impact if significant rate increases were made. 

3.5 Question 5: Is it always clear and easy to understand which expenses (including capital 

improvement, acquisition or disposal expenses) qualify for CGT purposes? Are the rules on 

qualifying enhancement expenditure clear and reasonably straightforward to operate in 

practice? 

3.5.1 There is some confusion among taxpayers about the difference between capital and income 

expenses, and which are allowable as a deduction against the gain. It is also commonly forgotten 

that enhancement expenditure needs to be reflected in the state of the property at the date of sale. 

3.6 Question 6: Are there particular practical challenges or issues arising from the CGT rules about 

acquiring, disposing of or transferring assets on marriage (or civil partnership), separation or 

divorce? 

3.6.1 Particular issues can arise for couples which are separating prior to divorce. The usual ‘no gain no 

loss’ rules for transfer of assets between spouses only apply to transfers made in a tax year where 

the couple have lived together. Deciding how to divide assets, much less making the transfers, can 

take a significant amount of time, during which the couple could be in a new tax year – especially 

where a separation happens close to the beginning of April -  and therefore can result in the transfer 

being potentially subject to CGT. It would be fairer to treat transfers on the no gain no loss basis 

until the divorce is finalised.  

3.6.2 Divorce may also impact the availability of holdover relief, and can produce an unwelcome tax 

charge in a situation where taxpayers are not “transacting” for profit, they are simply trying to 

divide family assets. We would recommend that the government looks at the rules surrounding 

divorced couples and seeks to clarify the position for them through HMRC guidance. 

3.7 Question 7: Are there particular issues around the boundary with income tax e.g. shares or share 

rights received by employees or the boundary between trading and investment? 

3.7.1 The boundary between a profit which is taxed to income or capital is, in many cases, very clear and 

obvious because it is a one-off transaction. Where is it less clear, the rules around the badges of 

trade, legislative requirements, and case law can be used to identify the correct tax treatment. 

There are also targeted rules in place to treat certain items as either income or capital – such as the 

new carried interest rules which are well understood in the private equity sector.  

3.7.2 The recent growth in crypto asset transactions initially led to a lot of confusion about the treatment 

of these transactions, but this has been clarified by HMRC guidance. 

3.7.3 Overall then, whilst there are occasional complications, we believe that the current regime is clear 

as to what should be taxed as income and what should be taxed as gains. 

Annual Exempt Amount 

3.8 Question 8: In your experience, to what extent do individuals or their agents arrange to time 

disposals of assets in such a way as to maximise use of their AEA to manage down their tax 

liabilities? 

3.8.1 We do see that some clients with investment portfolios make disposals before the year end to 

utilise the AEA, as it is relatively easy to time the disposal of a portion of a shareholding so as to 
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take advantage of the AEA available. For the most part, though, AEA does not impact decision 

making around the disposal of assets – it is a modest relief, and for those making high value 

disposals, the commercial or personal considerations for making a disposal will be much more 

significant.  

3.9 Question 9: Could there be a simpler or more targeted way of taking small gains out of tax? 

3.9.1 We think the AEA continues to be the best way to remove small gains from tax. A system which 

exempted all gains under a certain level could be an alternative, but for the majority of UK 

taxpayers, who only make small gains, the end result would be the same – no CGT to pay at the end 

of the year. We believe that any change to the well-established AEA system has the potential to 

cause confusion among taxpayers and investment managers for very little payoff.  

Different rates of CGT  

3.10 Question 10: To what extent do the different rates of CGT cause complexity? Is it always clear 

which tax rate should apply? Which situations present specific problems? Does the dependence 

on the income tax higher rate threshold make this inevitable? Do you think the rates position 

could be made simpler, and if so how? 

3.10.1 We believe that a flat rate of CGT would make the tax easier to administer. Marginal rates can cause 

difficulty, especially in light of the new 30 day reporting deadline for UK residential property 

disposals – it can be impossible to know which rate to apply until the tax return is completed. A flat 

rate would mean that more people would pay the correct CGT up front.  

3.10.2 It can also sometimes be difficult to determine whether a property is residential or not, or it may 

be a mixed use property with no split between residential and non-residential provided on the 

completion statement. Apportioning this causes taxpayers and their agents extra work when 

calculating the gain.  

3.10.3 As with any rate change, there are likely to be winners and losers – those who would pay less CGT, 

versus those who would pay more. If a move to a flat rate was proposed, the government would 

need to carry out research to establish what a suitable rate would be so that there would not be a 

detrimental effect on the public purse.  

Principal Private Residence Relief 

3.11 Question 11: Are you aware of situations where the current rules are not easy to operate perhaps 

because of changes in society or patterns of work (such as home‐working, taking in a lodger, 

letting out a bedroom to tourists, or the use of gardens or grounds)? 

3.11.1 We believe that the PPR rules are straightforward in majority of cases, and we feel they achieve 

their objective. However, the rules can quickly get complex where cases are less clear cut. 

3.11.2 The recent changes to lettings relief will mean that now, very few will qualify for this relief. In our 

experience, those working abroad would commonly let out their home while they were out of the 

country, and could claim lettings relief on it. Now, these people will no longer be eligible for the 

relief. This seems an anomalous result in those many cases where the property in question remains 

the individual’s only UK property throughout. 

3.11.3 We also find that taxpayers are often unaware of the ‘permitted area’ rules which govern how much 

of the grounds of a property are eligible for relief. This more commonly affects rural properties, 
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where grounds of a home are more likely to be significant. We wonder whether the minimum 

permitted area could perhaps be scaled up automatically using a simple formula based perhaps on 

the square footage of the property, and/or the number of rooms. We appreciate that on the face 

of it this is adding complexity, but suggest that this may save time/expense overall. 

3.11.4 The potential impact of home-working is often not understood by taxpayers, and there will be many 

who are (in theory) affected by the increase in home-working this year.  If HMRC intend to challenge 

PPR claims on this basis, there should be a clear educational programme beforehand.  However, 

there is an opportunity now to legislate for relief in these circumstances, perhaps by ignoring use 

of a property where the non-exempt use is not substantial and/or where the premises are not open 

to the public. 

3.12 Question 12: Are the ancillary reliefs and occupation rules consistent with what you consider PPR 

is aiming to achieve? If not, what would make them simpler to apply or better achieve these 

aims? 

3.12.1 The new rules introduced around spousal transfers have, thankfully, simplified the PPR position for 

these situations, but complexities can still arise depending on when the transfer took place. We 

may also encounter practical issues where an individual does not know their spouse’s PPR history, 

which can add extra record keeping related difficulties.  

3.13 Question 13. How do you find the principle and practice of making a nomination? Are there better 

ways of achieving the same ends? 

3.13.1 As mentioned in our response to the OTS’s call for evidence on claims and elections held earlier this 

year, we recommend that HMRC should adopt a ‘digital first’ approach to claims and elections 

where possible. With more and more taxpayers now using electronic methods of filing returns and 

dealing with their tax affairs, we believe it would be useful for HMRC to implement an online system 

for the nomination of a principal private residence. It would be helpful for this system to build in 

‘prompts’ for taxpayers to remind them of the rules around what properties can be nominated – 

for example, we find that clients will think they can nominate a property that they have never used 

as their main residence. A prompt which asked them to confirm that they had lived there as their 

main residence could help avoid these mistakes.   

3.13.2 Any such system should be integrated into the existing Personal Tax Account framework, with 

suitable access for agents for those individuals who would prefer their agent to handle the 

nomination on their behalf.  

Chattels 

3.14 Question 14:  Are there any aspects of the taxation of gains arising from the disposal of chattels 

that you consider would benefit from being simplified? 

3.14.1 We believe that the government should consider whether it would be beneficial to raise the chattels 

exemption limit to take account of inflationary increases. It has been set at £6,000 since 1989, and 

it may be time for the government to consider an increase in the level, if they still wish to ensure 

that modest gains are kept out of the CGT system. While a lower level would increase the CGT tax 

take, it would also increase the administrative burden on taxpayers, drawing many more into Self 

Assessment, and this negative impact on them should be balanced against the amount of any 

additional CGT expected to be raised.  
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3.15 Question 15. Is it clear to taxpayers that gains on significant chattels are potentially taxable? Or 

is there a general lack of awareness?  

3.15.1 It is easy for taxpayers to overlook transactions on chattels when considering the type of transaction 

which might trigger a capital gain.  For disposal of chattels used in a business, taxpayers often 

assume that these are dealt with under the capital allowances regime and therefore fall outside the 

scope of capital gains tax.  

Business lifecycle 

3.16 Question 16: Are there features of CGT that present barriers or distortions at any of these stages? 

Are the rules simple to understand and apply correctly? Please provide examples along with any 

suggestions on how the rules could be made simpler. 

3.16.1 If the government wishes to continue to encourage entrepreneurship, then it is important for the 

CGT rules to continue to reflect this. The current rules contain valuable reliefs that assist business 

owners - such as rollover relief, which allows business owners to reinvest the proceeds of a business 

disposal into future businesses. Without this relief, there is a risk that where businesses are sold 

there would be no encouragement to re-invest and provide continuation.  

3.16.2 Gift holdover relief is also important, as it allows those who wish to pass on their business through 

the family to avoid a ‘dry’ tax charge that could discourage them from doing so. Without this relief, 

we could see stagnation, with people unwilling to pass on assets to the next generation. 

3.17 Question 17: Do you know of occasions when CGT rules have affected business decision making 

more generally, including decisions regarding the structure of a business or the choice of business 

vehicle (for example a corporate entity, partnership, unincorporated business)? 

3.17.1 In our experience, our clients will prioritise the commercial activities of their businesses, but will 

‘check-in’ that those activities still fall within the available reliefs, as these rules can be complicated. 

This may require them to make some changes to their plans to ensure that relief is available, but 

the commercial reality takes precedence. For example, a taxpayer may be interested in operating 

both trading and investment activities – if they are combined then that may result in the trading 

assets not benefitting from a lower CGT rate on a later disposal. They are unlikely to make changes 

to their underlying behaviour – so they will still make the investment – but they may choose to 

structure it differently, such as investing through a different vehicle to the one they originally 

planned. 

3.17.2 We are aware, however, that some businesses are currently run through companies where this is 

no longer suitable for the business’s needs, but the owners are discouraged from disincorporating 

due to the tax rules in this area. This particularly affects companies which hold land or property for 

use in the trade, such as some agricultural and farming businesses. The government may wish to 

consider reintroducing a disincorporation relief to allow for businesses who genuinely wish to 

change their structure for commercial reasons to do so without the threat of a tax charge, and we 

believe this should also allow for companies with land or property to make a claim.  This relief would 

need to be more generous than the previous relief, which only applied to very small businesses. 

3.18 Question 18: Please tell us about any complications or rules which unduly affect the way 

businesses operate if payment for the sale of a business is not made in cash but in some other 

way (such as qualifying and non‐qualifying corporate bonds, deferred consideration and earn 
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outs). To what extent is there a business tension between claiming a tax relief at the point of sale 

as opposed to deferring the tax charge until cash is received? 

3.18.1 There is often tension between triggering a gain at the time of a transaction (to provide certainty 

on the tax payable) and the risk of subsequent losses arising on non-cash consideration.  Losses can 

only be carried back in very limited circumstances, and extending these carry back rules would assist 

clients in making decisions about paying tax at the time of a disposal. 

Reliefs available to business owners/shareholders  

3.19 Question 19: Is the scope of each of these reliefs intuitive or are there unexpected differences 

between them that create practical problems for businesses? Are there aspects of any of these 

reliefs that you consider are unclear or particularly difficult to utilise in practice? 

3.19.1 We note that the current tax treatment of compensation payments following compulsory purchase 

of land can lead to unfairness. Taxpayers in receipt of compensation from a compulsory purchase 

can claim rollover relief, but the gain can only be rolled over against other land – the proceeds 

cannot be reinvested in the wider range of assets available for a standard rollover claim, say, in a 

new building or shares in another business.  

3.19.2 The time limits for making a rollover claim can also be difficult in compulsory purchase cases, 

needing to be made either one year prior to disposal or three years afterwards. If a taxpayer has 

specific requirements for the land they wish to reinvest in, such as a farmer looking for suitable 

agricultural land, it may take longer than this to find something appropriate – or indeed, they may 

need to purchase replacement land in advance to allow for continuity of their business. In addition, 

the final amount of any compulsory purchase compensation may take many years after the land 

has actually been taken, which can result in the rollover deadline being missed. 

3.19.3 We would recommend that the government consider increasing the time period to make these 

claims. A suggested length could be a period that begins when the compulsory purchase decision is 

made, and ends three years after the final compensation is paid.   

3.20 Question 20: Are there aspects of these reliefs which distort business decision making (for 

example in respect of such areas as the timing of the disposal of an asset, or how much cash to 

accumulate on a company balance sheet) or are inconsistent with your understanding of what 

the relief is aiming to achieve? Are there any ways in which they could be made less distortive? 

3.20.1 No comment.  

3.21 Question 21: Should gift relief be extended to cover a greater range of business and investment 

assets as it was until 1989? What would the effect of this be? And would any extension open up 

unintended avoidance opportunities? 

3.21.1 No comment.  

Specific asset classes  

3.22 Question 22: Are there any aspects of the rules relating to the taxation of gains or losses realised 

on the disposal of shares and securities that are particularly complex to understand or apply? Are 

you aware of any difficulties in ascertaining the base cost of such assets, such as the share 

matching rules? 
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3.22.1 No additional comment to what is noted elsewhere in this response.  

3.23 Question 23: Are there any aspects of the taxation of gains arising from the disposal of investment 

properties, leases, land or buildings that you feel would benefit from being simplified? 

3.23.1 The current CGT position for private land pooling arrangements is very complex. A land pooling 

arrangement involves multiple land owners who join forces to market and sell their land, in the 

hopes of making it more attractive to developers. They may agree that if the site is sold in tranches, 

it will not matter which part of which land is sold – each owner will instead receive a percentage of 

the proceeds. 

3.23.2 However, under the present rules, the gain will be calculated based on which land is sold. A seller 

could be in the position that they receive consideration for the sale of their land and can set the 

base cost of the land against it, but do not get an allowable deduction for the portion of the 

proceeds they must pay to the other land owners. The other land owners will receive proceeds, but 

will have no base cost to set against the gain.  

3.23.3 Simplifying the CGT treatment of land pooling arrangements would, we believe, encourage more 

private landowners to enter into them. This would, in turn, increase the availability of development 

land, which would result in more housebuilding, and meet the government’s aims to increase the 

amount of homes available in the UK.  

3.24 Question 24: Are there other asset classes (such as for example crypto assets) which present 

challenges or complexity for individuals on disposal? 

3.24.1 At present, transactions in cryptoassets are subject to the same CGT pooling rules as shares. 

However, investors in cryptoassets often make many more transactions than investors with more 

traditional portfolios – often thousands in any given year – which makes CGT pooling impractical 

without some form of software, which not everyone may be able to access.  

3.24.2 We believe that a more practical approach in these cases would be to allow CGT calculations 

supported by reasonable alternative methods, where those methods do not lead to a materially 

different result. This could include the use of a straight average price, where the cost of a disposal 

is based on the average price paid for that particular cryptoasset to that date. These methods would 

not give a result identical to pooling, but they would provide a result that would be close enough, 

and would result in simpler tax calculations – and a lighter administrative burden - for many 

taxpayers.  

3.24.3 Separately, we understand that carbon credits are now being regularly traded, but there is no 

specific guidance from HMRC as to how these should be taxed. Given the Government’s stated 

environmental aims, in particular with regard to mitigating the impacts of climate change, we feel 

providing taxpayers with certainty as to how profits from carbon credits will be taxed will be an 

important step in increasing their supply, and thereby moving towards the Government’s goals.  

Company issues 

3.25 Question 25: Are there particular areas of complexity that relate exclusively to companies? And 

if so, should these be simplified or made more consistent? 

3.25.1 No comment.  

Administration 
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3.26 Question 26: Please describe any problems you have had (or anticipate having) in navigating the 

online systems or forms and provide any suggestions you have on how the forms or related 

guidance could usefully be simplified, made clearer or made easier to complete. Please specify 

which method(s) of reporting your experience relates to. 

3.26.1 We have found that the implementation of the new online system for 30 day CGT reporting of UK 

residential property disposals has been fraught with problems. The system went live without the 

ability to make certain returns – such as those for mixed use disposals, or those for people who had 

died. Later, the system was unable to handle second disposals in the same tax year, and a paper-

based form needed to be used instead – at a time when many people were working away from their 

offices due to coronavirus, and may have not had access to printers, usual postal addresses, and so 

on.  

3.26.2 The process is also difficult for taxpayers who are not digitally literate. While there is a way to set 

up an account for a digitally excluded client, it requires multiple phone calls and is not 

straightforward.  

3.26.3 As at the time of writing, the system still does not allow for amendments to be made to previously 

filed returns. There are also difficulties in setting up CGT online accounts for clients without 

National Insurance numbers.  

3.26.4 We have encountered a number of problems with reporting CGT liabilities for trusts.  When 

registering trusts, the start point is to provide the Trust Registration Service reference, but it 

appears that the name is actually checked against the information held in the Self Assessment 

record, rather than the TRS.  Any small discrepancy can cause errors, for example it appears 2ND is 

distinguished from 2nd.  It would be useful to know which records HMRC check against while setting 

up these accounts, so we can avoid these errors. There are also issues for non-resident trusts – in 

one case, we had to complete a TRS form stating that there was a CGT liability to get a TRS 

registration reference, despite the fact that no CGT liability existed as the taxpayer had made a 

capital loss.  

3.26.5 Agent access is also an issue. Despite already having agent authorisation for our Self Assessment 

clients, we needed to request authorisation again to do 30 day reporting for our clients. HMRC 

should be able to share information between its systems to confirm that agent authorisations are 

in place, without needing to go through a time consuming administrative process that can cause 

frustrations to clients who do not understand why they need to authorise us again.  

3.26.6 When implementing online systems, HMRC must ensure that they work, and have been tested 

thoroughly to ensure they work for a wide variety of taxpayers. They must also ensure that they 

work for agents – many taxpayers choose to use an agent to handle their tax affairs, and the process 

should not be made more difficult for them because of this.  We would also suggest that where, 

because of time pressures, functionality has to be rolled out in stages, HMRC release a roadmap 

setting out what changes are in the pipeline and, ideally, when they are expected to be released.  

This would reduce frustration with seemingly inadequate systems and also allow larger agents to 

prepare suitable internal guidance to ensure that staff understand the new systems. 

3.27 Question 27: Do you have any suggestions about how HMRC could use information it currently 

has or has access to, in order to reduce administrative burdens, improve customer experience 

and ensure compliance in respect of individuals’ and businesses’ CGT obligations? Does HMRC 

get the balance right between asking for information to avoid unnecessary enquiries and 

streamlining the experience for those with simple affairs? 
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3.27.1 Currently, claims for rollover relief are required to be submitted via letter to HMRC containing 

supporting information. This information has already been provided to HMRC in the Self 

Assessment return and/or tax computation, submitted electronically in most cases to HMRC. It is 

difficult to see why HMRC need this information submitted to them twice, and we would 

recommend that HMRC reconsider whether they still require taxpayers to provide information that 

HMRC already hold.  The same applies to holdover relief claims, where the paper copy is required 

to evidence the joint signing.  

Payments 

3.28 Question 28: Please comment on any complexities or practical problems that you have 

experienced (or anticipate) in relation to the process of paying CGT. Please specify which 

reporting system(s) your payment(s) relate to. 

3.28.1 No comment. 

Claims 

3.29 Question 29: Are you aware of any particular practical or technical issues (relating to for example 

record keeping, awareness, use of ringfencing rules, timing deadlines or other challenges) for 

losses, other claims, or clearances that you feel should be highlighted as part of this CGT review? 

3.29.1 Where assets have been gifted, their tax history is not always clear, particularly where the donor 

has since died. Even a taxpayer’s agents do not often hold these records, especially if there has 

been a change in agent. In these cases, there can be gaps in knowledge around the existence of 

holdover or rollover claims.  

Record keeping, valuation, and calculation of any tax payable 

3.30 Question 30: What, if anything, could be done to help taxpayers to more easily fulfil their record 

keeping obligations and calculate any tax payable in relation to their capital gains? 

3.30.1 As mentioned above at 3.29.1, records on previous CGT relief claims can be incomplete. It would 

be useful for the HMRC Personal Tax Account to maintain records of any previous CGT reliefs 

claimed, which would allow the taxpayer, and their agent, to get a proper picture of the tax position.  

3.31 Question 31: Have you encountered any difficulty with valuing assets either at acquisition or 

disposal? What, if anything, could HMRC do to simplify the valuation requirements or processes 

without opening up unintended avoidance opportunities?  

3.31.1 No comment.  

3.32 Question 32: Would changing to a more recent rebasing date than 1982 make finding the base 

cost of a disposal easier or would any such benefit be outweighed by an increase in the number 

of valuations that would then be required? 

3.32.1 Please see our response to Question 4.  

Estates in administration 

3.33 Question 33: Are there particular aspects of the taxation of capital gains made by those 

administering an estate that could be simplified? 
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3.33.1 The CGT uplift on death often simplifies the administration of estates – as discussed in our response 

to Question 29, records on the CGT history of an asset can be incomplete, and the deceased is not 

around to provide answers. Obtaining a probate valuation at the date of death is also much simpler 

than obtaining a historical valuation of the base cost of the asset.  

3.33.2 The CGT uplift on death is also vital when passing along businesses within the family, as it avoids 

‘dry’ tax charges which could necessitate the sale of business assets to pay the tax liability due.  

Interaction between CGT and other taxes  

3.34 Question 34: To what extent does the absence of a CGT charge on death and transferring those 

assets at market value on death distort and complicate the decision‐making process around 

passing on assets to the next generation? 

3.34.1 This is often linked to wider discussions about succession, and inheritance tax.  As noted in the 

introduction to our response, this is a matter for policy makers. 

3.35 Question 35: Are there any aspects of the taxation of gifts or other disposals that are not made 

at market value, that you feel would benefit from being simplified? Should the range of assets 

eligible for a tax deferral when they are gifted be broadened to include a greater range of assets? 

And would any extension open up unintended avoidance opportunities? 

3.35.1 Currently, a great deal of the UK’s wealth is concentrated in the hands of the older generations, 

and wanting to avoid CGT can be a reason for choosing not to pass on wealth before death. If the 

government broadened the scope of gift holdover relief to cover all assets, instead of just trading 

assets, this could encourage people to pass on assets in their lifetimes to the younger generations.  

3.36 Question 36: Are there instances where you feel the interaction of CGT with other areas of tax 

results in particular complexity or difficulty in applying the rules correctly? Are there definitions 

within CGT that would benefit from closer alignment with the definitions found in other taxes? 

Please provide examples, as well as any suggestions for ways to simplify the system. 

3.36.1 No comment.  

3.37 Question 37: Are there instances where you feel the interaction of CGT and capital allowances (in 

respect to income or corporation tax) results in particular complexity, difficulty in applying the 

rules correctly, or unexpected tax outcomes? 

3.37.1 The Structures and Buildings Allowance legislation creates a deemed disposal of a building when it 

is demolished at the end of its lifespan. For buildings with a useful lifespan of less than 33 years, 

the effect of this is to create a capital loss equal to the unclaimed SBA. For some businesses, this 

may be useful, but for others that do not generate capital gains, they may be left in the position 

that they can never fully recover the cost of investment into a new building under the SBA regime. 

We believe it would be more useful to allow a balancing adjustment when the building is 

demolished instead.  

3.37.2 As noted in our response to question 15, taxpayers often assume that business assets are dealt with 

under the capital allowances regime and therefore fall outside the scope of capital gains tax.  

Reviewing the scope of the chattels exemption might reduce the risk of errors being made.  
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Other areas of complexity  

3.38 Question 38: Are there any particular areas of complexity that are unique to partnerships? 

3.38.1 No comment.  

3.39 Question 39: Please tell us about any other areas of complexity not covered above in applying 

any CGT reliefs, thresholds, or administration not already mentioned in your response, along with 

any suggested improvements to the CGT rules or legislation. 

3.39.1 No comment.  

3.40 Question 40: Are there any areas of complexity that are specific to England, Scotland, Wales or 

Northern Ireland? 

3.40.1 No comment.  

Wider CGT framework 

3.41 Question 41: Do you think that there are ways in which the taxation of capital gains should be 

reformed more widely to simplify the regime for the benefit of taxpayers? If so, how? 

3.41.1 We believe that the introduction of a CGT roadmap would be useful, to allow for taxpayers to get 

a better idea on the government’s direction of travel on this area of taxation. A clear programme 

of changes, supported by clearly stated policy objectives, would hopefully avoid piecemeal CGT 

changes – for example, 30 day reporting is now required for disposals of UK residential property, 

but it is not clear how this fits with the government’s wider plans for changes to payment and 

reporting deadlines, such as quarterly reporting for businesses and individuals under MTD.  

3.42 Question 42: Do you think it would be reasonable for some reliefs or exemptions to be removed 

if they fail to meet what you regard as their policy objective or are infrequently used? If so, which 

ones? 

3.42.1 This would make sense, and we would encourage the government to do so. However, this would 

require the government to commit to regular reviews of the CGT reliefs, to ensure that they are 

meeting their objectives, that their cost remains reasonable, and that they are not giving rise to any 

unexpected consequences. The regime can then be adjusted to give the desired results, but we 

would caution against too much tweaking of the system, as this can lead to increased complexity.  

3.42.2 We would also note that policy objectives should be clearly stated at the time new tax measures 

are introduced, so that they can be reviewed against. Where a relief has been in place for a while, 

the government should also revisit and restate the objectives to ensure they are still appropriate in 

the light of the government’s policy agenda. This process needs to be properly structured, and 

therefore may be difficult for older reliefs where the policy objectives may not be clear, or where 

work may need to be done to establish if they are still valid.  

3.42.3 Where reliefs or exemptions are removed, adequate notice should be given so that taxpayers can 

reorganise their affairs in advance if they wish to do so. 

3.43 Question 43. Are there any useful lessons that can be learned from the UK’s historic CGT regime 

or other countries that would be relevant to the UK today? If so what, and from which countries? 
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3.43.1 We see a number of themes in other countries’ capital gains tax regimes; some countries 

differentiate between long and short term capital gains (which was of course a feature of the taper 

relief regime), and others exempt capital gains entirely. 

3.43.2 One feature which would be helpful is an uplift in base cost when taxpayers become resident in the 

UK.  At present, taxpayers who take advice before becoming UK resident will have taken deliberate 

steps to uplift the base cost.  However, those who do not take advice (typically those with less 

complex affairs) will be taxable on a gain which accrued whilst they were resident outside the UK.  

An uplift in base cost would ensure fair treatment in all cases. 

4. About Saffery Champness 

4.1 Saffery Champness is the 13th largest UK accountancy firm by fee income. We presently have more 

than 80 UK partners and over 600 staff in nine offices in the UK and further offices in Guernsey, 

Geneva, Zurich, Dublin and Dubai.  

4.2 We are a firm with a deliberate focus; we do not try to be all things to all people. Instead we choose 

to specialise in specific sectors and areas of business where we have real in-depth expertise and 

experience. These include not-for-profit, private wealth, landed estates and rural businesses, 

professional and consultancy businesses, entrepreneurs, sports and entertainment, and 

international. 
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1. Executive summary 

1.1 We welcome the chance to make comments in response to the Office of Tax Simplification’s Capital 

Gains Tax (CGT) review. These comments are limited to section one of the review, on the principles 

of CGT.  

1.2 In summary, our key points are as follows: 

• The government must ensure that any changes to CGT are considered in the context of the 

wider tax system. Any intended policy objectives from the changes should be stated up 

front, to allow for stakeholders to identify any potential issues to the government as early 

as possible.   

• We do not believe that the annual exempt amount distorts decision making – it provides 

a valuable function in keeping modest gains earners from paying CGT, and is not overly 

generous to those who make large gains.  

• Exemptions and reliefs should be designed to motivate the behaviour that the government 

would like to see from taxpayers, and should be reviewed to ensure they are meeting their 

objectives.  

• Most taxpayers generate capital losses as a side-effect, and not the main objective, of a 

disposal. It remains useful to be allowed to carry these forward to set against future gains.  

• The current interaction between income and gains allows for short-term disposals in the 

nature of trading to be treated as income. We therefore do not think that a separate 

regime for short term capital disposals is required at this stage.  

 

1.3 We would be happy to discuss the points raised here in further detail.  If you have any questions, 

or would like any further information, please contact: Robert Langston, National Tax Partner, on 

0207 841 4129 or email robert.langston@saffery.com or Alison Hobbs, Director, National Tax, on 

0207 841 4016 or email alison.hobbs@saffery.com . 

2. General points 

2.1 As the UK economy recovers from the impact of coronavirus, it is inevitable that the government 

will consider how best to rebalance the public finances in the wake of the unprecedented levels of 

financial support that government has provided to UK business. Clearly, one option here would be 

to raise tax rates, or to make other changes to the tax system in order to increase the overall tax 

take.  Although not explicitly stated, this sets the context for the current OTS review of CGT, and 

may of itself lead to behavioural change if long-term policy objectives are not clearly set out.   

2.2 CGT is currently charged at significantly lower rates than income tax, and this, in and of itself, is 

probably sufficient to warrant closer attention being paid to the tax, particularly given the current 

economic climate.  We would note, though, that whilst this differential does make capital receipts 

more attractive in theory, it is difficult in practice to recategorise income as capital due to existing 

anti-avoidance rules. In our experience, therefore, avoidance of an income tax charge is not a driver 

for change here (although there may well be others). 

2.3 Clearly, the question of what role CGT should play within the wider tax system sits within a wider 

debate around the taxation of wealth and earned income.  This debate is inherently a political one 

– what the ‘right’ and ‘fair’ balance of taxation is will depend very much on the viewpoint of each 

individual.  We do not intend to comment on what the correct balance is between taxes on wealth, 
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including the disposals of capital assets, and income.  However, we will offer some perspectives on 

what the consequences of particular changes might be. 

2.4 As the call for evidence notes, the tax take from CGT is significantly lower than from (for example) 

income tax and NIC, so changes to the rates at which tax is charged will not automatically produce 

a significant amount of extra revenue. 

2.5 Before considering any change in the CGT rates, the government must also bear in mind the 

different ways in which capital gains arise. They are commonly realised after an asset has been held 

for a reasonably long period of time, and the gain in these cases will most likely reflect significant 

inflationary increases. This was managed in the past via indexation relief or taper relief, which 

provided some measure of tax relief for assets which had been held for long periods. Now these 

have been abolished, there is no way of giving relief for inflation when a gain is realised other than 

through lower rates of tax. The government should, therefore, be clear when contemplating any 

change to CGT rates whether it intends to reintroduce a relief for inflation, or not – and in the latter 

case be comfortable both from a political and behavioural point of view with the higher rates which 

would become payable on notional gains. 

2.6 If changes are to be made to the system, the government should ensure that: 

• It considers the future shape of CGT holistically within the context of the wider tax system 

and also wider policy objectives and economic drivers (including the housing market). 

• The broader potential impacts of change are considered and modelled.  For instance, 

would any move to align tax rates more closely with those charged on income have a direct 

impact on the volume of transactions taking place which would be subject to CGT in the 

first place? 

• The intended policy objectives are clearly stated from the outset.  This should include an 

analysis of expected behavioural changes.  Our experience, from talking to clients about 

previous potential changes to the CGT rules, is that this is an area where change has the 

potential to drive significant shifts in taxpayers’ behaviour – including, but not limited to, 

some taxpayers becoming non-UK resident, and it is vital that the government is clear on 

what behavioural change would be acceptable (in terms of meeting its policy objectives) 

at an early enough stage for potential issues to be raised and discussed. 

• There should also be timely reviews of any changes to the system, to ensure they are 

meeting their objectives.  

 

3. Allowances 

3.1 The current annual exempt amount (AEA) is set at a similar level to the income tax personal 

allowance, and to us, this seems reasonable. It prevents the majority of taxpayers, who may only 

realise modest gains throughout their lifetimes, from having to pay CGT, which also comes along 

with an administrative burden.  

3.2 HMRC’s statistics show that the majority of CGT comes from the taxpayers making the highest gains 

(62% of CGT liabilities in 2017-18 coming from those making gains of £1m or more).   

3.3 For those making gains in excess of the AEA, we do not think the availability of this relief distorts 

decision making around the realisation of gains. The tax saving on gains other than those made on 

non-residential property and carried interest is modest (around £2.5k), and for those making larger 
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value disposals, the financial or commercial reasons to make a disposal will be far more important 

than the need to access a tax-free allowance.  

3.4 Any reduction in or removal of the AEA would lead to an increase in smaller gains falling into tax.  

This would be likely to come at a significant administrative cost to HMRC, not least because it would 

be more likely that taxpayers who otherwise have no need to engage proactively with the tax 

system (those whose income is taxed through PAYE and who do not need to submit a Self 

Assessment tax return) would need to report disposals.  This additional administrative burden 

should not be underestimated – HMRC would require sufficient resource to deliver the following: 

• An efficient reporting system accessible to all taxpayers and, where relevant, to their 

agents or other representatives; 

• A detailed awareness campaign.  As has been pointed out in respect of other changes, it 

would be important to ensure that this is sufficiently well-resourced to reach the relevant 

population of taxpayers and should not just rely on individuals hearing of changes via their 

agent or proactively looking at gov.uk; 

• Internal training for HMRC helpline staff to ensure that they have knowledge of the new 

rules; 

• Sufficient helpline resource to handle taxpayer questions on their new obligations, 

particularly in the few years immediately following the change; 

• Ongoing compliance resource to identify and follow up where gains are not being reported 

and tax paid. 

 

Similar considerations apply to any reduction in or removal of existing exemptions which are widely 

(and often unknowingly) relied on by large groups of taxpayers, such as Private Residence Relief 

(PRR) and the chattels exemption. 

 

4. Exemptions and reliefs 

4.1 We believe that CGT reliefs are a useful tool which the government can use to incentivise and 

discourage certain taxpayer behaviour in line with their policy objectives. 

4.2 It is important to note that making changes to some key exemptions and reliefs would be complex.   

For example, PRR is currently available on a home which is a taxpayer’s main residence. Many 

individuals – who own only one property and sell that in order to buy another - benefit from this 

relief annually without even realising that it exists.  PRR has a high estimated cost (far in excess of 

the total tax take from CGT annually) but significant changes would be likely to have a wide-ranging 

impact, including having a direct effect on the UK housing market, and requiring a rethink of the 

role of Stamp Duty Land Tax.  Any review of the CGT system generally should indicate at an early 

stage whether structural changes to reliefs such as PRR are on the table, to give taxpayers certainty 

of the likely direction of travel in key areas.   

4.3 We also think that the deferral reliefs, such as rollover and holdover relief, are key in incentivising 

businesses to reinvest their gains back into their trades. 

4.4 The reliefs available for EIS investments are also a significant incentive, as they allow both for 

disposal and deferral relief. When taken in combination with income tax relief and availability to 

offset any loss sideways, the overall potential ‘hit’ for the investor if the investment is a write-off is 
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relatively small, which makes the investment more attractive in line with the government’s 

objectives of encouraging investment into eligible businesses.  

4.5 In our experience, our clients will prioritise the commercial activities of their businesses, but will 

‘check-in’ that those activities still fall within the available reliefs, as these rules can be complicated. 

This may require them to make some changes to their plans to ensure that relief is available, but 

the commercial reality takes precedence. For example, a taxpayer may be interested in operating 

both trading and investment activities – if they are combined then that may result in the trading 

assets not benefitting from a lower CGT rate on a later disposal.  They are unlikely to make changes 

to their underlying behaviour – so they will still make the investment – but they may choose to 

structure it differently, such as investing through a different vehicle to the one they originally 

planned.  

4.6 Reliefs and exemptions should be regularly reviewed to ensure they are still delivering what they 

were intended to do, that their cost remains reasonable and that they do not give rise to any 

unintended consequences. The government can then adjust the regime to achieve the desired 

result, but we would caution against tweaking the system too frequently as this leads to complexity 

and misunderstanding.  

5. The treatment of losses within CGT 

5.1 In our experience, most owners of assets would not wish to crystallise a loss on an investment 

unless it is clear that they are better off realising the capital and investing it elsewhere. It is the 

commercial position which drives the decision to sell, not the prospect of realising a capital loss.  

5.2 It is possible that a taxpayer may choose to crystallise a loss if they are also making other capital 

gains which the losses can be used against. However, this would be dependent on there being a 

commercial reason to realise a capital gain at that time – if not, then the losses are still unlikely to 

persuade a taxpayer to make a disposal they would otherwise not choose to make, as the capital 

loss can, at the present time, be carried forward indefinitely to use against a future gain.   

5.3 The statistics show that most taxpayers make disposals that fall within the CGT regime infrequently.  

We do not believe, though, that this should mean that they should not be entitled to relief for 

capital losses.  Even if the prospect of utilising a loss is arguably remote, we believe that the system 

will be perceived to be more fair if that possibility is retained.   

6. The interaction between income and gains 

6.1 The boundary between a profit which is taxed to income or capital is, in many cases, very clear and 

obvious because it is a one-off transaction. Where is it less clear, the rules around the badges of 

trade, legislative requirements, and case law can be used to identify the correct tax treatment. 

Overall then, whilst there are occasional complications, we believe that the current regime is clear 

as to what should be taxed as income and what should be taxed as gains.  

6.2 If short term gains were to be taxed differently, it would imply that those making short term gains 

were doing so to generate something closer to an income profit. However, a regular turnover of 

assets which realise a gain is already an indicator of trading activity under the badges of trade, and 

so it could be argued that this short-term gains regime already exists. Before contemplating any 

type of short-term gains regime we believe that further analysis should be carried out to identify 

whether (and if so, where) the current rules are ineffective at categorising short-term gains as 

income, and whether a blanket new regime would be the best way to target any such cases.  
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6.3 If there were a new regime where ‘short term’ gains are taxed differently, presumably at higher 

rates than ‘non-short term’ gains, then this could have a greater impact on recycling of capital - 

taxpayers would choose to hold onto assets for longer to benefit from the lower rates on disposal. 

To some extent, this was the effect of the now-abolished indexation and taper reliefs – taxpayers 

were only taxed on the full gain if they sold the asset quickly, with (in the case of taper relief) 

business assets eligible for more generous relief.  

6.4 One rationale for abolishing taper relief was that private equity executives were taking advantage 

of the regime to pay lower tax on their gains than they would have if they had been taxed as income. 

With targeted rules now in place to treat certain carried interest returns as income for tax purposes, 

a return to a taper-type system could be a viable alternative to the introduction of an entirely 

separate short-term gains regime.  

6.5 Before adding this further complexity into the tax system, we would recommend that further 

analysis be undertaken into how long assets which generate large gains are owned. If, in most cases, 

they are held for the long term, there may be no need for a separate regime for short term gains.   

7. About Saffery Champness 

7.1 Saffery Champness is the 13th largest UK accountancy firm by fee income. We presently have more 

than 80 UK partners and over 600 staff in nine offices in the UK and further offices in Guernsey, 

Geneva, Zurich, Dublin and Dubai.  

7.2 We are a firm with a deliberate focus; we do not try to be all things to all people. Instead we choose 

to specialise in specific sectors and areas of business where we have real in-depth expertise and 

experience. These include not-for-profit, private wealth, landed estates and rural businesses, 

professional and consultancy businesses, entrepreneurs, sports and entertainment, and 

international. 

 


