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UK Financial Services – Edition 1  

 

BOOK ONE 
 
Chapter 2  

 
Page 51 – AMENDMENT to Testacy  
 
A “small estate” is now considered to be one which is less than £30,000. 
 
 
Pages 72-73 – AMENDMENTS to The FSA Requirements 
 
The following text replaces the entire The FSA Requirements section. 
 

The FSA Requirements  
 
These requirements concern the handling of any expression of dissatisfaction, 
whether oral or written, and whether justified or not, from or on behalf of an eligible 
complainant in respect of a firm’s failure to provide a financial service. The 
complaint handling procedures should allow complainants to make a complaint by 
any reasonable means, e.g. letter, telephone, e-mail or in person. 
 
Under the Dispute Resolution section of the FSA’s handbook, firms are required to 
publish appropriate summary details of their internal process for dealing with 
complaints promptly and fairly.  
 
The details may be set out in a leaflet and clients must be advised, in writing, to the 
availability of these summary details at various points in the relationship, including 
at the point of sale. Additionally, it is also essential that the information is also 
provided in writing to eligible complainants on request and when acknowledging a 
complaint.  
 
The summary details should cover at least:  
 
1. How the firm fulfils its obligation to handle and seek to resolve relevant 

complaints; and  
 
2. That, if the complaint is not resolved, the complainant may be entitled to refer it 

to the Financial Ombudsman Service.  
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On Receipt of a Complaint 
 
When a complaint is received, firms must send the complainant a prompt written 
acknowledgement providing early reassurance that it has received the complaint 
and is dealing with it. It is also necessary to ensure that the complainant is kept 
informed thereafter of the progress of the measures being taken to resolve the issue.  

 
Once a complaint has been received by a firm, it must investigate the complaint 
competently, diligently and impartially, thereafter fairly and promptly assessing:   
 
(a) The subject matter of the complaint  
 
(b) Whether the complaint should be upheld  
 
(c)    What remedial action or redress (or both) may be appropriate.  
 
The complainant must then be promptly advised of the firm’s assessment of the 
complaint, its decision on it, and any offer of remedial action or redress. Where the 
complainant accepts an offer of remedial action or redress, this must be dealt with 
promptly.  

 
Where a complaint is received outwith the time limit for referral to the Financial 
Ombudsman Service, the firm may reject the complaint without considering the 
merits, but must explain this to the complainant in a final response. The response 
must also indicate that the Ombudsman may waive the time limits in exceptional 
circumstances. 
 
Within 8 Weeks 
 
A firm must, within eight weeks after receipt of a complaint, send the complainant 
either:  
 
(a) A final response, or  

 
(b) A response which:  
 

-  Explains that the firm is not in a position to make a final response and 
indicates when it expects to be able to provide one, and 

 
-  Informs the complainant that he has up to six months to refer the complaint to 
the FOS if he is dissatisfied with the delay and encloses a copy of the FOS’s 
explanatory leaflet. 

 
The complaints-handling rules set time limits for clients to refer complaints to the 
Ombudsman. After these time limits have expired, the business can choose to object 
to the Ombudsman looking at the complaint on the grounds that it is “time-barred”. 
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Generally, these time limits are: 
 
¶ Six months from the firm sending the complainant a final response (which must 

mention the six-month time limit) and  
 

¶ Six years from the event the consumer is complaining about (or, if later, three 
years from when they knew, or could reasonably have known, they had cause to 
complain).  

 
Special rules on time limits do however apply to mortgage endowment complaints. 
 
Finally, a firm must make and retain records of complaints for a minimum period of 
three years from the date of its receipt of the complaint. Firms are also required to 
provide the FSA, twice a year, with a report which contains full information about all 
complaints received in that period. 
 
 

Chapter 3  

 
Pages 101-102 – AMENDMENTS to National Insurance Contributions 
 
The following apply for the 2008 / 2009 tax year: 
 
Employees 
 
If an employee earns above £105 a week (the ‘earnings threshold’) and up to £770 
per week, they will pay 11% of this amount – these are called Class 1 NICs. 
Additionally, they pay 1% of any earnings above £770 a week. 
 
Self-Employed 
 
¶ Anyone whose profits exceed £4,825 must pay Class 2 NICs – these are at a flat 

rate weekly amount of £2.30  
 
¶ Where profits are between £5,435 and £40,040, Class 4 NICs must also be paid 
– these are 8% of profits  

 
¶ Where profits exceed £40,040, an additional 1% is payable on the excess. 
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Class 3 Voluntary Contributions 
 
Addition after 2nd paragraph. 
 
In response to a report published in 2005 by the Pensions Commission, headed by 
Lord Turner, the Government published a Pensions Bill in November 2006, which 
became the Pensions Act 2007 after it received Royal Assent on 26th July 2007.  
 
This enables anyone reaching state pension age on or after 6th April 2010 to need 
only 30 qualifying years to receive the full state pension, with those with less than 
30 years entitled to a proportion of it for each qualifying year they have built up. 
The Act also means that the state retirement age will rise to age 68 by 2046, this 
being phased in. 
 
 
Amendment to 3rd paragraph  
 
Class 3 NICs are paid at a flat weekly rate which is £8.10 in 2008 / 09. However, if 
you have a shortfall on your state pension contributions, the Pension Service may 
advise a voluntary NIC at a different weekly rate. 
 
 

Chapter 4  
 
Page 120 – AMENDMENT to Taxation of Bank / Building Society Interest  
 
The following text replaces the entire section. 
 
Most taxable income, up to the higher rate threshold, is taxed at the basic rate of 
20%, but from April 2008, there is a new 10% starting rate for savings income only, 
with a limit of £2,320.  
 
The rate at which savings income is taxable depends on how much earnings a 
person receives. So for example, if a person’s earnings are less than their personal 
allowance plus £2,320, then some or all of the savings income will be taxable at 
10%.  
 
If there is a combination of earnings and savings income, it is necessary to work out 
if any of the savings income can be taxed at 10%. Any savings income above £2,320 
will be taxed at 20%.  
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Natasha, aged 53, has earnings income of £4,000 and savings income of £6,000 and 
her personal allowance is £6,035. Her taxable income is thus £3,965. Natasha’s 
personal allowance is firstly used against her earnings of £4,000, so none of her 
earnings are taxable – all of her taxable income is savings income. 
 
The first £2,320 of taxable income is taxed at the special starting rate for savings of 
10% and the rest is taxed at 20%.  
 
£2,320 x 10%   =   £232 
£1,645 x 20%   =   £329 
Total Tax Due =  £561 
 
Natasha’s bank will have taken tax off all of her interest at 20%, so they will have 
deducted £1,200 – as she is only due to pay £561 tax, she can claim a repayment of 
tax from HM Revenue & Customs of £639 (£1,200 - £561). 

 

Devinder, aged 61, has income of £6,600 from his part-time job and savings income 
of £4,000, with his personal allowance being £6,035. His taxable income is thus 
£4,565.  
 
Devinder’s personal allowance is fully used against his earnings of £6,600 so only 
£565 of his earnings (£6,600 - £6,035) is taxable. The rest of the starting rate limit, 
i.e. £1,755 (£2,320 - £565) can be used against savings income.  
 
Taxable Earnings  £565 x 20%     =  £113.00 
Savings              £1,755 x 10%      =  £175.50 
Savings              £2,245 (£4,000 - £1,755) x 20%  =  £449.00 
Total Tax Due       =  £737.50 
 
His employer has already deducted £113 income tax from his earnings through Pay 
As You Earn. His bank has taken tax off all of his interest at 20%, so they will have 
taken off £800 (£4,000 x 20% = £800). So Devinder has paid a total of £913 tax at 
source, but he is only due to pay £737.50 tax. This means he can claim a repayment 
of tax from HM Revenue & Customs of £175.50 (£913 - £737.50). 

 
Please note that non-savings income (earnings from employment, pensions, etc.) 
is always taxed before savings income. 
 
If a person’s only taxable income is savings income, the first £2,320 of income above 
the personal allowance is taxed at 10%, with any savings income above the limit 
taxed at 20%. As a general rule, banks and building societies must take income tax 
off a customer’s interest before it is paid to them, this being charged at a lower tax 
rate of 20%. So if any savings income is due to be taxed at 10%, it is possible to 
claim some tax back from HM Revenue & Customs. 
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Higher rate taxpayers have a maximum tax liability of 40% on savings interest 
received, whilst non-taxpayers can register via Form R85 to have their interest paid 
gross.  
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BOOK TWO 
 
Chapter 2  
 
Page 57 – AMENDMENTS to Income Tax Allowances & Taxable Bands 
 

 

 
Please note that in May 2008, the Chancellor of the Exchequer announced changes 
to the personal tax system to help those on low-incomes affected by the abolition of 
the 10% starting rate of income tax.  

The Chancellor had previously stated that the personal allowance for the 2008 / 09 
tax year would be £5,435 and that the higher rate threshold would be £36,000. 
However, following the admission that the removal of the 10% starting rate would 
adversely affect those supposed to benefit from the change, the personal allowance 
was increased by £600 to £6,035. Additionally, the higher rate threshold was 
reduced by £1,200 from the planned £36,000, this ensuring that higher rate 
taxpayers will see no difference in the amount of tax they pay. These changes take 
place in September 2008. 

 

 

 

 

 

Income Tax Allowances 2008 / 09 

Personal allowance £6,035 

Personal allowance for people aged 65-74 £9,030 

Personal allowance for people aged 75 and over £9,180 

Income limit for age-related allowances £21,800 

Married couple’s allowance for people aged 65-74 £6,535 
Married couple’s allowance for people  aged 75 or more £6,625  

Minimum amount of age-related married couple’s allowance £2,540 

Blind person’s allowance £1,800 

Taxable Bands 2008 / 09 
Basic rate 20% £0 - £34,800 
Higher rate 40% Over £34,800 



 10 

Case Study 
 

Claire Soutar, a 34 year old social worker, is employed by the local council.  
 
During a fact find interview, you establish the following financial information, 
relevant to the fiscal year 2008 / 09 and are now required to establish how much 
tax Claire should be paying. 
 
Basic Salary   £28,960 
Overtime   £ 1, 450 
Professional body fees £       60 
 
By following the process we looked at earlier, we can easily work out Claire’s tax 
liability. 
 
Step 1  Claire’s total income is                 £30,410 
 
Step 2  Less her professional body fees               £        60 
 
Net Statutory Income      £30,350 
 
Step 3  Less the basic personal allowance  £  6,035 
 
Taxable Income      £24,315 
 
Step 4  
 
All her income is charged at the basic rate of 20%             £4,863.00 
 
Tax Payable                                                                                   £4,863.00 

 
 
Page 64 – AMENDMENT to Treatment of Bank / Building Society Interest  
 
Basic rate taxpayers 
 
See amendment to page 120 of Book One 
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Page 67 – AMENDMENT to Rates Table for Taxing Income 
 

* If an individual’s taxable non-savings income is above £2,320, the 10% savings 
rate does not apply. 

 
 

Chapter 3  
 
Page 84 – AMENDMENT to Annual Exempt Amount 
 
For 2008 / 09, the annual exempt amount is £9,600, this amount normally being 
increased each year broadly in line with inflation.  
 
 
Pages 85-86 – AMENDMENT to Indexation Allowance 
 
The following text replaces the entire Indexation Allowance section. 
 
This adjusted gains for the effects of inflation and was available between March 
1982 and 31st March 1998. 
 
It did this by giving an allowance equal to the amount by which the cost of the asset 
would have risen on a monthly basis if its value had kept pace with inflation, as 
measured by the increase in the Retail Prices Index, since the asset was acquired.  
 
Assets acquired on or after 1st April 1998 do not qualify for indexation allowance 
and, following the Pre-Budget Report of October 2007, indexation allowance is no 
longer available in computing the gain arising for any disposals on or after 6th April 
2008. 
 
 
 
 
 
 
 
 

Rates Table for Taxing Income  
2008 / 09 

Starting 
Rate  

Basic 
Rate  

Higher 
Rate 

Non-savings income, e.g. wages, salary. N/A 20% 40% 

Savings income 10%* 20% 40% 

Dividend income N/A 10% 32.5% 
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Pages 86-87 – AMENDMENT to Taper Relief 
 
The following text replaces the entire Taper Relief section. 
 
Taper relief replaced the Indexation Allowance with effect from 6th April 1998 and 
reduced a chargeable gain, after any allowable losses, according to how long the 
asset was held before it was disposed of. 
 
This relief was given after all other reliefs and allowable losses had been calculated, 
with the amount of the reduction dependent on how long the asset has been held, 
known as the qualifying holding period.  
 
For disposals on or after 6th April 2008, taper relief, like indexation allowance, is no 
longer available.   
 
 
Pages 90-91– AMENDMENT to Calculation of Chargeable Gains 
 
The following text replaces the entire Calculation of Chargeable Gains section. 
 
The amount of CGT is based on the gains that a person makes on disposal of assets 
in the fiscal year. 
 
For asset disposals up to 5th April 2008, a fairly complex calculation was necessary 
to accurately establish the amount chargeable to CGT, this having to be in a precise 
order as prescribed by HMRC.  
 
For disposals after 5th April 2008, the position is much simplified as can be seen 
below.  
 
 
Pages 92-93 – AMENDMENT to Computing the CGT Payable 
 
The following text replaces the entire Computing the CGT Payable section. 
 
Until 5th April 2008, the rate of CGT that individuals pay depended on the level of 
their income which is liable to income tax. The amount chargeable to CGT was 
added to the income liable to income tax and is treated as the top part of that total, 
i.e. top-slicing. The rates used were the rates for income tax on savings income, i.e. 
10%, 20% and 40%. 

 
For the tax year 2008 / 09 onwards, there is a single rate of CGT set at 18%, this 
rate applies to individuals, trustees and personal representatives.  
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Example 
 

In 1992 Kelly King bought a holiday home near Loch Lomond for £100,000. She then 
sold it in July 2008 for £250,000. The CGT due is calculated by deducting the 
purchase cost from the sale proceeds to give a gain of £150,000. As the annual 
exempt amount is £9,600 and she has no other capital gains in 2008 / 09, there will 
be a chargeable gain of £140,400 – this is taxed at 18% giving tax payable of 
£25,272. 
 

 

Example 
 

In 2006, Ernie Pollard had a loss of £30,000 on disposal of an asset – he had no other 
gains against which he could offset the loss. 
 
In June 2008, he sold his holiday home at a gain of £80,000. Ernie can still bring 
forward his loss of £30,000 and set it off to reduce the gain to £50,000. As the 
annual exempt amount is £9,600, this gives a chargeable gain of £40,400. This is 
taxed at 18%, giving tax payable of £7,272. 
 

 
Please note that although indexation and taper relief disappear, allowable losses, 
allowable costs, the annual exempt amount and other reliefs remain.   
 
 
Pages 97 – ADDITION to Inheritance Tax 
 
Addition after Exemptions Case Study. 
 

Transfer of Nil-Rate Band 
 
In his Pre-Budget Report, the Chancellor of the Exchequer announced that from 9th 
October 2007, spouses and civil partners can transfer their nil-rate band 
allowances so that any part of the nil-rate band that was not used when the first 
spouse or civil partner died can be transferred to the surviving spouse or civil 
partner for use on their death.  
 
Where a valid claim to transfer unused nil-rate band is made, the nil-rate band that 
is available when the surviving spouse or civil partner dies will be increased by the 
proportion of the nil-rate band unused on the first death.  
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Example 
 
Jerome died on 14th May 2006 leaving an estate of £400,000, which he left entirely 
to his spouse, Bridget. She dies on 28th July 2008 leaving an estate of £600,000 
equally between her two children.  
 
When Bridget dies, the nil-rate band is £312,000. As 100% of Jerome’s nil-rate band 
was unused, the nil-rate band on Bridget’s death is doubled to £624,000. As 
Bridget’s estate is £600,000 there is no IHT to pay. 
 

Example 
 
Robert dies on 27th October 2007, with an estate of £300,000. He left legacies of 
£40,000 to each of his three children with the remainder to his spouse, Sally. The 
nil-rate band when Robert died was £300,000. Sally dies on 15th September 2009 
leaving £550,000 equally to her three children – the nil-rate band when Sally died 
was £325,000.  
 
Robert used up 40% of his nil-rate band when he died, which means 60% is 
available to transfer to Sally on her death. So Sally’s nil-rate band of £325,000 is 
increased by 60% to £520,000. As Sally’s estate totals £550,000, this leaves £30,000 
chargeable to IHT.  

 
It’s important to remember that even if all the assets are left to the surviving spouse 
or civil partner, other chargeable transfers, e.g. assets in trust, or gifts to other 
people made within seven years of death, may use up some or all of the nil-rate band 
in the normal way – this will reduce the amount of unused nil-rate band that may be 
available for transfer. 
 
 

Chapter 6  
 
Pages 184 – ADDITION to The Insurance Conduct of Business Rules (ICOB) 
 
Addition after Treating Customers Fairly 
 

New Insurance Conduct of Business Sourcebook (ICOBS) 
 
A revised general insurance regime, ICOBS, came into effect on 6th January 2008 and 
had to be implemented by 6th July 2008. 

There is an overall move towards simplification or ‘principles-based regulation’. 
Some rules have been simplified, whilst in areas where there have been market 
failures and consumer detriment, e.g. payment protection insurance (PPI), rules 
have been brought in to help ensure that consumers achieve a fair deal.  
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The main amendments relate to the following.  

General Insurance Products 

For products such as household, motor, pet and private medical insurance where 
markets are deemed to be generally working well, many of the detailed rules have 
been replaced with high-level rules. The same standards of conduct and essential 
consumer safeguards must however remain. 

Protection Products 

For protection products (critical illness, income protection, term assurance and 
PPI), new rules designed to improve selling practices now apply, with oral 
disclosure of specific information now a requirement.   

For example, customers in non-advised sales must be told that they are solely 
responsible for deciding whether the policy is suitable for their needs. Customers 
must also be told about the main characteristics of a policy, e.g. benefits, limitations 
and exclusions, duration and price) during sales conversations before the customer 
makes a decision on whether to buy the cover.  
 
In addition to the above, for firms selling PPI policies, the following must be noted 
and adhered to:  
 
¶ The existing cancellation period is increased from 14 days to 30 days bringing 

PPI into line with other pure protection policies, e.g. term assurance, critical 
illness, etc.   

¶ Customers must be reminded of their right to cancel the policy and that they 
should check the policy documentation within the cancellation period 

¶ Firms must take reasonable steps to check that customers are eligible to claim 
under the policy before it is sold – customers must be told if they would not be 
able to claim under one or more elements of a policy 

¶ For single premium PPI, customers must be advised of the monthly and total 
price of the cover and that they will pay interest on the premium.  
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Investment – Edition 1  

 

BOOK ONE 
 
Chapter 2  
 
Pages 57-58 – AMENDMENTS to Income Tax Allowances & Taxable Bands 

 

 
Please note that in May 2008, the Chancellor of the Exchequer announced changes 
to the personal tax system to help those on low-incomes affected by the abolition of 
the 10% starting rate of income tax.  

The Chancellor had previously stated that the personal allowance for the 2008 / 09 
tax year would be £5,435 and that the higher rate threshold would be £36,000. 
However, following the admission that the removal of the 10% starting rate would 
adversely affect those supposed to benefit from the change, the personal allowance 
was increased by £600 to £6,035. Additionally, the higher rate threshold was 
reduced by £1,200 from the planned £36,000, this ensuring that higher rate 
taxpayers will see no difference in the amount of tax they pay. These changes take 
place in September 2008. 

 

 

 

 

Income Tax Allowances 2008 / 09 

Personal allowance £6,035 

Personal allowance for people aged 65-74 £9,030 

Personal allowance for people aged 75 and over £9,180 

Income limit for age-related allowances £21,800 

Married couple’s allowance for people aged 65-74 £6,535 
Married couple’s allowance for people  aged 75 or more £6,625  

Minimum amount of age-related married couple’s allowance £2,540 

Blind person’s allowance £1,800 

Taxable Bands 2008 / 09 
Basic rate 20% £0 - £34,800 
Higher rate 40% Over £34,800 



 17 

Case Study 
 

Claire Soutar, a 34 year old social worker, is employed by the local council.  
 
During a fact find interview, you establish the following financial information, 
relevant to the fiscal year 2008 / 09 and are now required to establish how much 
tax Claire should be paying. 
 
Basic Salary   £28,960 
Overtime   £ 1, 450 
Professional body fees £       60 
 
By following the process we looked at earlier, we can easily work out Claire’s tax 
liability. 
 
Step 1  Claire’s total income is    £30,410 
 
Step 2  Less her professional body fees  £         60 
 
Net Statutory Income      £30,350 
 
Step 3  Less the basic personal allowance  £  6,035 
 
Taxable Income      £24,315 
 
Step 4  
 
All her income is charged at the basic rate of 20%            £4,863.00 
 
Tax Payable                                                                                  £4,863.00 

 
 
Page 64 – AMENDMENT to Treatment of Bank / Building Society Interest  
 
The following text replaces the entire Basic Rate Taxpayers section:  
 
Most taxable income, up to the higher rate threshold, is taxed at the basic rate of 
20%, but from April 2008, there is a new 10% starting rate for savings income only, 
with a limit of £2,320.  
 
The rate at which savings income is taxable depends on how much earnings a 
person receives. So for example, if a person’s earnings are less than their personal 
allowance plus £2,320, then some or all of the savings income will be taxable at 
10%.  
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If there is a combination of earnings and savings income, it is necessary to work out 
if any of the savings income can be taxed at 10%. Any savings income above £2,320 
will be taxed at 20%.  
 

Natasha, aged 53, has earnings income of £4,000 and savings income of £6,000 and 
her personal allowance is £6,035. Her taxable income is thus £3,965. Natasha’s 
personal allowance is firstly used against her earnings of £4,000, so none of her 
earnings are taxable – all of her taxable income is savings income. 
 
The first £2,320 of taxable income is taxed at the special starting rate for savings of 
10% and the rest is taxed at 20%.  
 
£2,320 x 10%   =   £232 
£1,645 x 20%   =   £329 
Total Tax Due =  £561 
 
Natasha’s bank will have taken tax off all of her interest at 20%, so they will have 
deducted £1,200 – as she is only due to pay £561 tax, she can claim a repayment of 
tax from HM Revenue & Customs of £639 (£1,200 - £561). 

 

Devinder, aged 61, has income of £6,600 from his part-time job and savings income 
of £4,000, with his personal allowance being £6,035. His taxable income is thus 
£4,565.  
 
Devinder’s personal allowance is fully used against his earnings of £6,600 so only 
£565 of his earnings (£6,600 - £6,035) is taxable. The rest of the starting rate limit, 
i.e. £1,755 (£2,320 - £565) can be used against savings income.  
 
Taxable Earnings  £565 x 20%     =  £113.00 
Savings              £1,755 x 10%      =  £175.50 
Savings              £2,245 (£4,000 - £1,755) x 20%  =  £449.00 
Total Tax Due       =  £737.50 
 
His employer has already deducted £113 income tax from his earnings through Pay 
As You Earn. His bank has taken tax off all of his interest at 20%, so they will have 
taken off £800 (£4,000 x 20% = £800). So Devinder has paid a total of £913 tax at 
source, but he is only due to pay £737.50 tax. This means he can claim a repayment 
of tax from HM Revenue & Customs of £175.50 (£913 - £737.50). 

 
Please note that non-savings income (earnings from employment, pensions, etc.) 
is always taxed before savings income. 
 
If a person’s only taxable income is savings income, the first £2,320 of income above 
the personal allowance is taxed at 10%, with any savings income above the limit 
taxed at 20%. 
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As a general rule, banks and building societies must take income tax off a customer’s 
interest before it is paid to them, this being charged at a lower tax rate of 20%. So if 
any savings income is due to be taxed at 10%, it is possible to claim some tax back 
from HM Revenue & Customs. 
 
 
Page 73 – AMENDMENT to Enterprise Investment Schemes 
 
The maximum investment in any tax year is £500,000 (previously £400,000) for 
shares issued on or after 6th April 2008.  
 
 

Chapter 3  
 
Page 92 – AMENDMENT to Annual Exempt Amount 
 
For 2008 / 09, the annual exempt amount is £9,600, this amount normally being 
increased each year broadly in line with inflation.  
 
 
Pages 92-94 – AMENDMENT to Indexation Allowance 
 
The following text replaces the entire Indexation Allowance section. 
 
This adjusted gains for the effects of inflation and was available between March 
1982 and 31st March 1998. 
 
It did this by giving an allowance equal to the amount by which the cost of the asset 
would have risen on a monthly basis if its value had kept pace with inflation, as 
measured by the increase in the Retail Prices Index, since the asset was acquired.  
 
Assets acquired on or after 1st April 1998 do not qualify for indexation allowance 
and, following the Pre-Budget Report of October 2007, indexation allowance is no 
longer available in computing the gain arising for any disposals on or after 6th April 
2008. 
 
 
Pages 94-95 – AMENDMENT to Taper Relief 
 
The following text replaces the entire Taper Relief section. 
 
Taper relief replaced the Indexation Allowance with effect from 6th April 1998 and 
reduced a chargeable gain, after any allowable losses, according to how long the 
asset was held before it was disposed of. 
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This relief was given after all other reliefs and allowable losses had been calculated, 
with the amount of the reduction dependent on how long the asset has been held, 
known as the qualifying holding period.  
 
For disposals on or after 6th April 2008, taper relief, like indexation allowance, is no 
longer available.   
 
 
Pages 99-100 – AMENDMENT to Calculation of Chargeable Gains 
 
The following text replaces the entire Calculation of Chargeable Gains section. 
 
The amount of CGT is based on the gains that a person makes on disposal of assets 
in the fiscal year. 
 
For asset disposals up to 5th April 2008, a fairly complex calculation was necessary 
to accurately establish the amount chargeable to CGT, this having to be in a precise 
order as prescribed by HMRC.  
 
For disposals after 5th April 2008, the position is much simplified as can be seen 
below.  
 
 
Pages 101-102 – AMENDMENT to Computing the CGT Payable 
 
The following text replaces the entire Computing the CGT Payable section. 
 
Until 5th April 2008, the rate of CGT that individuals pay depended on the level of 
their income which is liable to income tax. The amount chargeable to CGT was 
added to the income liable to income tax and is treated as the top part of that total, 
i.e. top-slicing. The rates used were the rates for income tax on savings income, i.e. 
10%, 20% and 40%. 

 
For the tax year 2008 / 09 onwards, there is a single rate of CGT set at 18%, this 
rate applies to individuals, trustees and personal representatives.  
 

Example 
 

In 1992 Kelly King bought a holiday home near Loch Lomond for £100,000. She then 
sold it in July 2008 for £250,000. The CGT due is calculated by deducting the 
purchase cost from the sale proceeds to give a gain of £150,000. As the annual 
exempt amount is £9,600 and she has no other capital gains in 2008 / 09, there will 
be a chargeable gain of £140,400 – this is taxed at 18% giving tax payable of 
£25,272. 
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Example 
 

In 2006, Ernie Pollard had a loss of £30,000 on disposal of an asset – he had no other 
gains against which he could offset the loss. 
 
In June 2008, he sold his holiday home at a gain of £80,000. Ernie can still bring 
forward his loss of £30,000 and set it off to reduce the gain to £50,000. As the 
annual exempt amount is £9,600, this gives a chargeable gain of £40,400. This is 
taxed at 18%, giving tax payable of £7,272. 
 

 
Please note that although indexation and taper relief disappear, allowable losses, 
allowable costs, the annual exempt amount and other reliefs remain.   
 
 

Chapter 4  
 
Pages 126-127 – AMENDMENT to Taxation of Bank / Building Society Interest  
 
See amendment to page 64 for the position in respect of basic rate taxpayers. 
 
 

Chapter 6  
 
 
Page 219 – AMENDMENT to Enterprise Investment Schemes 
 
Investment Terms & Conditions 
 
The maximum investment in any tax year is £500,000 for shares issued on or after 
6th April 2008.  
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BOOK TWO 
 
Chapter 3  
 
Pages 93-94 – AMENDMENTS to National Insurance Contributions (NICs) 
 
Classes and Rates 
 
The rates of payment for the 2008 / 2009 tax year are: 
 
Class 1(Primary) – Employees 
 
The ‘earnings threshold’ is £105 a week and the upper earnings limit is £770 a 
week.  
 
The lower earnings limit is £90 per week. 
 
Class 2 – Self-Employed 
 
Where profits exceed £4,825, a flat rate weekly amount of £2.30 is payable.  
 
Class 3 – Voluntary Contributions 
 
The flat weekly rate is £8.10 in 2008 / 09.  
 
Addition to this paragraph. 
 
In response to a report published in 2005 by the Pensions Commission, headed by 
Lord Turner, the Government published a Pensions Bill in November 2006, which 
became the Pensions Act 2007 after it received Royal Assent on 26th July 2007.  
 
This enables anyone reaching state pension age on or after 6th April 2010 to need 
only 30 qualifying years to receive the full state pension, with those with less than 
30 years entitled to a proportion of it for each qualifying year they have built up. 
 
Class 4 – Self-Employed 
 
This Class of NICs is payable if profits are between £5,435 and £40,040. Where 
profits exceed £40,040, an additional 1% is payable on the excess.  
 


