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Relief as government climbs down on capital gains tax

Most of us contractors don't worry too much about selling our businesses--we are too busy making a

good living out of them. But some of us do build up our limited companies to a point in which they

have enough assets to make other businesses want to buy them. It may be intellectual property, or just a really big client base, but
whatever provides the value, you might eventually want to sell it off.

So it is very good to hear that the Government on January 24 has backed down from its proposals to raise the capital gains tax to a
flat rate of 18% for all businesses.

Wave of Protest

The change comes after a wave of protest came in reaction to the proposals from organisations like the London-based Confederation of
British Industry and the London-based Federation of Small Business.

The FSB had asked for a 50% cut in the rate of tax on profits of up to 750,00 pound made on the sale of businesses by people with a
significant stake. The current proposal by the Chancellor is slightly different but is nonetheless being welcomed by all of the
organisations which had been harshly critical of the Government's proposals.

Darling Makes An Effort

Chancellor Alistair Darling explained the new proposal in the House of Commons today: "Under this scheme the entrepreneur will take
90% of the first £1 million as well as benefiting from the new £9,200 a year capital gains relief.” Darling told the House that his new
‘entrepreneurs relief' will cost the Government around £200 million a year, so we cannot say that the Government is not making a real
effort to help contractors in this regard.

Discouraging New Business

The initial proposals, according to the Confederation of British Industry, risked considerably impeding the encouragement for
entrepreneurs to start new businesses. There is little interest in enduring all of the suffering that creating a new business involves only
to find that one can earn no profit from the sale of it when one has achieved success.

Says FSB National Chairman John Wright: "The Chancellor said specifically today that he wanted to help small businesses facing big tax
rises from April and that is very good news indeed."

You should be aware that these proposals only apply to those who hold more than 5% of a business.
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Wright continues: “These proposals will go some way to protecting entrepreneurship in the UK as
well as to benefit small business owners planning to pay for their retirement with the sale of their
businesses." very good news indeed
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Are you building a sustainable business in your contracting, perhaps something that you eventually could sell?
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