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Supplementary Questions: Chapter 8

Source: ACCA Paper 7(U) 
Covers:   CGT computations with reliefs
 
(a)  Arthur bought 300 hectares of land to be used in his business for £120,000 on 1 February 2004. On 1 July 2025 he sold 50 hectares of the land for £40,000. On 1 July 2025 the value of the remaining 250 hectares was £187,500.
Required:  Calculate Arthur’s capital gain in 2025/26 (before AEA).
(b)  Margaret sold her holiday home, which had never been her main residence, on 6 April 2025 for £165,000. She had purchased the home on 6 April 2004 for £25,000. The following amounts of enhancement expenditure were incurred:
		6 October, 2016	New central heating system	£1,000
		6 May, 2020	Extension to rear 	£4,000
Required:  Calculate Margaret’s capital gain in 2025/26 (before AEA).
(c)  On 3 August 2025, her 55th birthday, Anne retired from running her nursing home and gave the business to her daughter, Jocelyn. Both Anne and Jocelyn are tax resident in the UK. Anne had owned the business for the previous 15 years. The chargeable gain was £200,000, before any reliefs.
Required: State the reliefs (other than annual exemption) which can be claimed and outline the effect of claiming them.

Solution
(a) Arthur

Capital gains tax computation:	£
Proceeds		40,000
Less allowable cost
               120,000		(21,099)× 40,000

               40,000 + 187,500
Chargeable gain		18,901

(b) Margaret
	£	£
Proceeds		165,000
Less allowable costs
Purchase	25,000
Enhancement expenditure
October 2016	1,000
May 2020	4,000	(30,000)
Chargeable gain		35,000

(c) Anne

Gift relief can be claimed when business assets are transferred provided that both the transferor and the transferee make an election. Once the election has been made the transferor’s gain is reduced to nil and the base cost to the transferee will be taken to be the market value on the date of transfer less the amount of the gift relief.
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