CAPITAL GAINS TAX
LECTURE 7 – THE CHARGE TO CGT
SLIDE 1
Hello, my name is Sarah Brooks. This online lecture is produced by Leicester De Montfort Law School.  It relates to the subject area of Taxation and is Lecture No.7 in the series.  It is the first of three online lectures relating to Capital Gains Tax.
SLIDE 2 –  OUTCOMES
In this first online lecture on capital gains tax, I shall be identifying the sources of capital gains tax law and setting out the situations when a charge to capital gains tax arises.
SLIDE 3 – SOURCES OF LAW
As with income tax there are three sources of capital gains tax law.  Statute – and this time the main charging provision is the Taxation of Chargeable Gains Act 1992.  There is also a body of Case Law on capital gains tax and finally there are the Official Statements issued by Her Majesty’s Revenue and Customs which include extra statutory concessions and statements of practice.  
SLIDE 4 – WHEN IS CGT PAYABLE? – (THE CHARGE TO TAX)
Capital gains tax is charged on the chargeable gains that are made by a chargeable person on the chargeable disposal of a chargeable asset in a tax year and this is what is known as the charge to capital gains tax.  Whenever you are considering capital gains tax and whether the charge arises it is always important to start here and consider these three key points. Number 1, is there a chargeable person, number 2, is there a chargeable disposal and number 3, is there a chargeable asset.  
SLIDE 5 – CHARGEABLE PERSONS
Who is a chargeable person then and who pays capital gains tax?  Well, rather like income tax individuals, partners, personal representatives and also trustees pay capital gains tax.  It is important to note that as with income tax when partners pay capital gains tax they only pay the tax on their share of the partnership’s capital profits.  This is what is known as the fractional share ratio.  Again, as with income tax companies do not pay capital gains tax, companies pay corporation tax which we will look at in more detail in the Business Law and Practice Core subject area.
SLIDE 6 – CHARGEABLE ASSETS
Remember then from the charge to tax that capital gains tax only arises when there is a chargeable asset.  So, what is a chargeable asset then?  Well basically this includes all kinds of property with a couple of key exceptions including cash and private motor cars.  You would not pay capital gains tax on a disposal of either of these two forms of property.
SLIDE 7 – CHARGEABLE DISPOSALS
Finally, then in order for there to be a charge to capital gains tax there has to be a chargeable disposal.  Chargeable disposal covers situations where an individual sells one of their chargeable assets but most importantly it also covers the situation where an individual gives away one of their chargeable assets.  In this situation the law assumes the individual has sold that asset for its current market value rather than given it away.  When an individual dies their assets transfer into the hands of their personal representatives which you might think is classed as a chargeable disposal.  This isn’t the case though.  There is no capital gains tax to pay on the death of an individual which you will come to realise when you listen to later online lectures, as in this situation a charge to inheritance tax arises.
