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LEWIS: Hello.  In today’s programme, another week, another promise 

to cut inheritance tax - this one from the Chancellor.  He was so proud of it, he said 

he’d start at once.  How will it work?  Who will gain?  Who will not?  We explore 

concerns about the winners and losers from another tax change.  Capital gains tax is to 

be simplified, but again who’ll pay less tax and who in this case will pay more?  Bob 

Howard’s with me with news of an embarrassing climb down by Britain’s biggest 

supermarket. 

 

HOWARD: 3 months after Tesco launched a property sales service, it’s 

had to suspend it and offer refunds. 

 

LEWIS: Look forward to that, Bob, later.  But first, the Financial 

Times is calling it a “mini budget”, and when Alistair Darling stood up earlier this 

week to present his first pre-budget report it certainly felt like that as he reminded us 

of the turbulent economic conditions, the credit crunch, the banking crisis and panic 

in economies throughout the world. 

 

DARLING: The background to this year’s report and spending review is a 

time of increased international economic uncertainty and a more fragile global 

environment which has already seen turbulence in America, Asia and Europe. 

 

LEWIS: The pressure was on the new Chancellor to produce a bold 

initiative.  The Conservatives saw their popularity leap the week before when Shadow 

Chancellor George Osborne promised to end inheritance tax for almost everyone and 
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stamp duty for almost all first time buyers.  And we didn’t have to wait that long in a 

short speech for Darling’s headline grabber. 

 

DARLING: I will raise the total amount of inheritance for married couples 

on which no tax is paid, and this will apply to civil partnerships too.  From today, I 

can announce that combined tax free-allowances for their estates will not be the 

current £300,000 but up to £600,000.  (Jeers in House)  By 2010, the combined tax 

free-allowance for couples will rise to £700,000.   

 

LEWIS: But that didn’t impress his Conservative Shadow George 

Osborne after his promise last week of a bigger and simpler cut in inheritance tax.  

And he taunted the Prime Minister as well for stealing his big ideas. 

 

OSBORNE: He talks about setting out his vision of the country, but he has 

to wait for us to tell him what it is.  (House respond)  This is not leadership of this 

country.  It is follower-ship. 

 

LEWIS: And that theme was taken up in some newspapers with The 

Times, among others, calling it the “magpie budget”, stealing the Conservatives 

crown jewels.  Well with me is John Whiting of PricewaterhouseCoopers.  I almost 

said talking of crown jewels, John. 

 

WHITING: Thank you. 

 

LEWIS: The Chancellor’s plan for inheritance tax very different from 

that simple million pound threshold the Tories promised a week before.  How will this 

one work? 

 

WHITING: Yes, we have to be a bit careful here, Paul, because although 

we heard something about doubling the threshold, the threshold remains the same.  

£300,000 - and alright it’s going up over the next few years to £350,000 - but that 

remains what everybody’s entitled to before their estate falls into inheritance tax at 

40%.  The thing that’s changing, and it’s changing from 9th October this week, is that 

if somebody dies and their spouse or civil partner didn’t use their nil rate band or 
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didn’t use some of it, then that goes onto the person who’s just died, so you can get as 

much as twice the nil rate band. 

 

LEWIS: So it’s not a new allowance and, as you say, not even a 

doubled allowance.  It’s this new idea of transferring the unused allowance from the 

first partner when the second partner dies. 

 

WHITING: Yeah.  Very interesting.  We’ve often argued we should have 

transferable allowances for income tax.  Well here we are, a chink in the armour in 

this mini budget almost - a transferable inheritance tax allowance. 

 

LEWIS: John, the Chancellor said he’d backdate this change for people 

who were already widows or widowers on Budget Day and listeners have been 

confused by this.  Gerry from Petts Wood asked us this. 

 

GERRY: My father died in February of last year.  What I’m trying to 

clarify is what is the situation for widows and widowers who are obviously not as “a 

couple?”  On my mother’s death, what will be the tax threshold figure?  Will it be 

£600,000 or not? 

 

LEWIS: And we have had so many people asking this and colleagues 

have been asking it - you know people who say, “My dad died a few years ago.  

What’s going to happen?”  The Chancellor says 2 million people will be included.  

How will that work?  Who’s included, who’s not included? 

 

 

WHITING: Well basically Gerry’s situation picks it up very well.  

Somebody whose father/mother died some time ago but whose other parent is still 

alive, that’s the classic situation that is going to benefit from this because it is 

backdated in the sense that if one spouse or civil partner died some time ago as far 

back as you like and didn’t use the nil rate band or didn’t use some of it, then that 

does carry over to now.  So Gerry’s situation is covered, as is a colleague of yours in 

the BBC newsroom on Tuesday that I made very happy when I explained it. 
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LEWIS: Yes, but some people will be excluded. 

 

WHITING: Some people will be excluded.  Of course non-married 

couples for a start don’t get it.  And of course somebody who again asked me and 

said, a client of ours who sadly his parent died last week and the other parent had died 

some years ago, and I’m sorry but that’s not good enough.  Those I’m afraid are too 

far away. 

 

LEWIS: If both were dead by Budget Day …tough. 

 

WHITING: I’m afraid so.  There’s no count back like that. 

 

LEWIS: And on this question of using part of the allowance - it’s 

simple enough if the first to die use none of their allowance, left everything to their 

spouse as so many people do.  What if they used part of the allowance?  How on earth 

are you going to work that out? 

 

WHITING: You’ve got some interesting questions.  Obviously you may 

have records and an interesting perhaps administrative point that over the next few 

years you might dig back to father’s estate and check, but in simple terms if he used 

half of his nil rate band whenever it was he died, then half of the nil rate band when 

mother dies is available. 

 

LEWIS: So it’s not a cash amount.  It’s half of what will be a much 

bigger allowance. 

 

WHITING: It’s half of whatever it is, so if mother dies today it’s half of 

£300,000 coming through. 

 

LEWIS: Well also with us is Anne Redston.  She’s Professor of Tax 

Law at King’s College London.  Ann, as John was saying, this is good for most 

married couples and civil partners or at least for their heirs, but what about unmarried 

couples and single people as John hinted?  They’re not going to benefit, are they? 
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REDSTON: No, they’re not.  Unmarried couples, couples living together, 

single people, brothers and sisters, anyone essentially who isn’t married or in a civil 

partnership is not going to benefit from this.  So even though you live together, you 

may have lived together for twenty, thirty years, you’re not going to benefit.  But it is 

perhaps worth saying that single people do get other benefits from the tax system.  For 

instance, you can both have your own personal private residence on which you don’t 

pay capital gains tax.  So the tax system doesn’t treat married couples and unmarried 

couples in the same way either here or in other parts of the system, so there are kind 

of swings and roundabouts. 

 

LEWIS: Yes and I suppose for people who are living as a couple, you 

could say well you could get married if you were that worried.  But of course brothers 

and sisters - it won’t work, will it? 

 

REDSTON: No. 

 

LEWIS: Family members living together, that is going to be a problem. 

 

REDSTON: Absolutely.  If you’re brothers and sisters, obviously you 

don’t have the marriage option.  I think from the Government’s perspective, they 

would I think worry that if they extended it to family members, you would get this 

trickle down the generations and you would never, ever get a situation where you 

ended up with finality on it. 

 

LEWIS: But of course it will help the fairly common situation - and 

again we’ve had so many emails about this subject this week - where maybe mum is 

getting a bit infirm and daughter or son moves in to look after her.  That of course will 

help because when she the mother dies, the second to die, then this double allowance 

will apply and help the heir if you like to stay in the home. 

 

REDSTON: Absolutely.  I think the big winners here are people whose 

main asset is their home and what they’ve all been worried about - and I think we’ve 

all heard many people say to us we’re worried, we’ve got a single asset - those are the 

people that are really going to benefit. 
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LEWIS: Yes, so it brings the advantages of tax planning to everybody, 

not just the few who’ve done it. 

 

REDSTON: Yes. 

 

LEWIS: Though I have to say an awful lot of people who’ve been 

emailing us have done it and listening to this in Oxford is Emma Chamberlain.  She’s 

Chair of the Capital Tax Committee at the Chartered Institute of Taxation - a trust 

specialist, barrister.  Emma Chamberlain, is all this complexity that you’ve talked 

about on Money Box before of splitting property, making trusts, is that all past us 

now?  Can everyone just breathe a sigh of relief and say, phew, needn’t bother about 

that? 

 

CHAMBERLAIN: It is for married couples whose main asset is their home.  

Previously you had to make sure that each spouse had enough assets to use up their nil 

rate bands, that they had quite complicated wills - nil rate band trusts, debt schemes, 

all the rest of it.  All of that’s gone out of the window and one of the good things 

about this, it doesn’t matter that the first spouse dies with maybe only £10,000 in their 

estate.  The surviving spouse will still get the first spouse’s unused nil rate band, the 

full amount of £300,000, so it’s simplified in that way. 

 

LEWIS: Of course many listeners who’ve been contacting us have 

already done this planning, perhaps after listening to advice on Money Box in many 

cases … 

 

REDSTON: Yes, quite. 

 

LEWIS: … and you know they’ve set up these nil rate band trusts - the 

nil rate band of course, the £300,000, what we’re sort of calling an allowance now.  

Listeners like Peter who called from Warwickshire. 

 

PETER: My wife died in January of this year.  We had both set up our 

wills and our solicitor advised us to set up a nil rate band trust, which we did.  We are 
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now in the process of deciding how the trust should be formed and it now seems to us 

that we would have been better advised to do nothing and to use the new £600,000 nil 

rate band retrospectively.  What we really want to know is can we now get out of 

having to set up a trust and would it be wise to do so? 

 

LEWIS: Well, Emma, that’s a question many, many people have asked 

us in different forms.   

 

CHAMBERLAIN: Yes. 

 

LEWIS: What should people like that do? 

 

CHAMBERLAIN: Well the advice given was correct at the time.  Peter’s wife 

died in January.  As long as they take action within 2 years of her death - so by 

January 2009 - they can pay all the assets to the surviving spouse, and effectively the 

trust is ignored and it’s all treated as if the gift was made to the surviving spouse and 

then Peter can use the double nil rate band on his death. 

 

LEWIS: And that’s simpler, but is that a good idea in every case? 

 

CHAMBERLAIN: Well it would generally be a good idea unless you think that 

the value of what you give into the nil rate band trust is going to go up more than 

future increases in the nil rate band, which will be available on the survivor.  And my 

own view is don’t have the complexity because nil rate band trusts raise other issues 

like capital gains tax.  Forget it.  You can easily wind up this trust as long as you do it 

within 2 years, pay it out to the surviving spouse and let the double nil rate band 

operate.  Where you’ve done this more than 2 years … more than 2 years has passed 

since the first death and the trust has already been set up, I’m afraid you are probably 

stuck with it. 

 

LEWIS: And for the future, Anne Redston, should people just ignore 

all this and leave everything to husband or wife and then deal with the second death 

when it happens? 
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REDSTON: I think for many people this is going to be the simplest option, 

but I do think they also perhaps need to think about non-tax issues too.  Tax isn’t the 

only issue that people want to think about when they leave assets in their will. 

 

LEWIS: No.  It is the principle one though I suppose for most people, 

so a lot simpler and better for many people.  And just before we leave inheritance tax 

and married couples, we’ve heard this morning, heard in the news the number two at 

the Treasury, Chief Secretary Andy Burnham, says “There is a moral case for 

promoting marriage and it’s not wrong the tax system should recognise marriage.”   

John Whiting, can we expect more tax cuts for married people in the budget in the 

spring? 

 

WHITING: Well clearly it’s possible.  I wouldn’t expect the married 

couples allowance to make a re-appearance, but who knows?  Maybe having done 

transferable inheritance tax allowances, we could come back to this idea - long argued 

for - of transferable personal allowances for income tax.  If that isn’t used by one 

spouse, it could go to the other. 

 

LEWIS: Yes, I think another political party has also suggested that, 

haven’t they?  (Laughs)  Anyway, we’ll move on from inheritance tax now because it 

wasn’t just that that the Chancellor had in his sights.  He also announced a major 

change in the rules on capital gains tax.  Now these won’t start until April next year, 

but when they do out go decades of complexity - indexation, tapering and weird rules 

before 1982 - and in comes a simple way of working out the gain and one rate of tax: 

18%.  It does sound simple.  But Anne Redston, working out who’ll gain and who 

will lose isn’t so easy.  Winners first.  Who’s going to gain from this? 

 

REDSTON: The people that are obviously going to gain are the people 

who would have been paying tax at at least 24% or more, maybe up to 40%, and 

that’s going to be a lot of second homeowners, people with buy to let properties, 

people with significant quantities of shares, gains on shares, people who have 

valuable assets such as paintings, which are not business assets but are personal 

assets.  Those are all people who are going to be big winners from this change. 

 



 

9 

LEWIS: Because in the past, that was added to their income and they 

paid very often tax at the higher rate - 40%.  It’s now going to be 18%. 

 

REDSTON: Absolutely. 

 

LEWIS: But the quid pro quo is they lose indexation.  That’s a way of 

expanding the original price you paid to take account of inflation up to 1998.  So they 

might offset each other. 

 

REDSTON: Yes, it’s very important that people do the sums and they 

should … 

 

LEWIS: But it’s how to do them, Anne. 

 

REDSTON: I know, they’re certainly not easy, particularly for private 

residences where there are a lot of very complicated rules - if you’ve let the property, 

if you’ve lived in it yourself.  And so it’s very difficult to do, but you should do it 

before April because you may want to take advantage of the old rules before the new 

rules come in. 

 

LEWIS: Yes because there is this window.  You can dispose of an asset 

before April 6th.  Well listening to us in Central London is Stephen Alambritis.  He’s 

from the Federation of Small Businesses.  Stephen, you’ve been saying that this 

change in capital gains tax will actually be a big problem and will hit many of the 

UK’s four and a half million small businesses.  Who will suffer from it? 

 

ALAMBRITIS: That’s right, Paul.  The main sufferers will be small, family 

owned companies that have been going for a number of years, coming up possibly to 

retirement or to the sale of the business; and whereas under the old regime they would 

have paid capital gains tax effectively at 10% despite the fact there were complexities 

in the system, under the new regime from April 2008, if it does stay in place they’ll be 

paying 18% tax on the sale and that’s an 80% increase.  We’ve got an example of a 

health spa in Scotland been going for 24 years, the kind of business we want to 

encourage, family owned business, and their capital gains tax for liability before the 
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PBR was announced: £19,000.  If they sell after April 2008, £54,000 will be the 

liability. 

 

LEWIS: So this is hitting the very people that the previous Chancellor, 

Gordon Brown, was trying to encourage - people who were setting up businesses, 

taking a bit of a risk, employing people.  They’re going to lose out when they sell it 

because the taper for them worked very quickly, didn’t it?  After a couple of years 

your capital gains tax was down to 10%.  Now it’s going to be a standard 18%.  What 

would you like to see done for them? 

 

ALAMBRITIS: Well small businesses are very angry.  The other business 

organisations as well are working with us at the Federation of Small Businesses.  

We’re asking the Chancellor to review, to rethink.  We don’t know where the thought 

came for the 18%.  We’re meeting the Minister for Small Businesses, Stephen Timms, 

next Wednesday.  There’s a surge of opinion that this is a bad move for small 

businesses and that the Chancellor should actually rethink the whole process because 

what’s happened is on private equity they’ve been fairly quiet, it seems to have gone 

down well, but millions of small businesses are very angry and there’s an e-petition 

already on the No. 10 website gaining momentum.    

 

LEWIS: Right, there are those for everything, aren’t there?  John 

Whiting? 

 

WHITING: Of course one thing that I’m sure Stephen would support is to 

go back to an old relief, retirement relief, which was existing in capital gains tax from 

the start but was phased out when taper relief came in. 

 

LEWIS: Because that sort of replaced it. 

 

WHITING: Indeed. 

 

LEWIS: So is there a possibility, Stephen Alambritis, of having 

retirement relief brought back, so if you are selling up at the end of your working life 

then the capital gains tax burden should be reduced? 
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ALAMBRITIS: Yes, that’s one way forward.  And in 1998 Gordon Brown in 

his first budget actually did make things slightly complicated, but there were huge 

incentives for setting up small businesses, having serial entrepreneurs, people 

investing in small businesses, and huge rewards for those who’d been working for a 

number of years, wanted to sell their business and cash it as their pension. 

 

LEWIS: Right.  So is that one of the things you’ll be calling for? 

 

ALAMBRITIS: What we’re saying at this moment in time is pause, rethink, 

look back and talk to the business community before you draft the actual legislation 

and let’s see a way forward. 

 

LEWIS: Stephen Alambritis … 

 

CHAMBERLAIN: I was just going to say that may mean you want to delay 

disposals until we’ve actually seen the draft legislation.  Rather than you know 

running into it now, wait and see what they actually say before doing any disposals. 

 

LEWIS: A big splurge on 5th April rather than now maybe. 

 

CHAMBERLAIN: Yes, exactly. 

 

LEWIS: Emma Chamberlain there, thank you.  Stephen Alambritis, 

thank you, and thanks too to John Whiting and Anne Redston.  And although we’ve 

already talked about the main issues in the pre-budget there was plenty more, 

including an announcement of a rise in pension credit.  Money Box’s Chris A’Court 

has more on that. 

 

A’COURT: Yes, pensioners getting the credit, Paul, will see it rise by £5 a 

week for single people and £7.65 for couples from next April.  Now let’s stress that’s 

the rise in pension credit, the pension top-up for the most disadvantaged pensioners.  

The amounts by which standard state pensions and benefits will rise should be known 

next week.  And pensioners who hoped that the winter fuel allowance might be 
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increased were disappointed.  There’ll be no change, so it’ll stay at £200 for a 

household for those aged 60 to 79 - a payment that has stayed the same since 2000 

despite the rising prices of gas and electricity.  And of course older pensioners over 80 

get £300. 

 

LEWIS: And also families, Chris. 

 

A’COURT: Those on tax credits will get a little more from April.  The 

Chancellor said that the child element of child tax credit will increase by a further 

£25.  This is on top of an already promised £150 rise made in the last budget.  Now 

this news came on the day when there was yet another critical report on how tax 

credits are working and the hardship faced by many families who must repay money 

after having initially received too much. 

 

LEWIS: Thanks for that, Chris.  And don’t forget you can see much 

more about the pre-budget changes on the BBC news online website. 

 

Now high street estate agents have scored a victory over Tesco as the supermarket has 

been forced to suspend a key part of its home selling service.  Since July Tesco has 

been offering space to people who wanted to sell their homes on its property website, 

but now, following advice from the Office of Fair Trading, Tesco is pulling the plug, 

at least for the time being.  Bob Howard has more. 

 

HOWARD: Paul, Tesco wanted to shake up the property market, helping 

you sell your home for under £200 by cutting out estate agents and their fees.  You 

basically put your details on their website and Tesco gave you a ‘for sale’ sign to put 

outside your property with a phone number to call and the web address.  But as soon 

as it was launched critics started to appear.  They said Tesco had effectively become 

an estate agent itself and it was operating outside the law unless it agreed to be 

governed by the rules other estate agents were bound by.  But Tesco was adamant it 

was doing nothing wrong, as the company’s Jonathan Church told Money Box in 

July. 

 

CHURCH: No we’re not acting as an estate agent because we’re not 
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getting involved in the valuation, in the sort of negotiation side of the property.  

Basically we’re an advertiser for the property and that’s all the board does as well, is 

advertises the property.  As the law stands, there is an exemption which Tesco 

property market is covered by and we’re not acting as an estate agent. 

 

HOWARD: Despite these reassurances, a representative of the Board of 

the Ombudsman for Estate Agents wrote to the Office of Fair Trading to ask for 

clarification and the OFT has now told Tesco it believes it has been operating as an 

estate agent.  As a result Tesco has now had to suspend the private sellers section of 

its website and offer a refund to everybody who signed up to the service.  Peter 

Bolton King from the National Association of Estate Agents believes one of the issues 

that swung it for the OFT was the prospect of Tesco customers being charged twice. 

 

BOLTON KING: I think this is what the Office of Fair Trading were worried 

about, is that vendors could find themselves in a situation where a sale was agreed by 

somebody introduced through the property portal; but at the same time they had a 

contract with the other estate agent, therefore they’d be liable for two fees. 

 

HOWARDS: Critics have said the company never really thought the project 

through.  The property portal Fish4Homes had already decided to terminate its 

contract with Tesco after coming under pressure from its main client base, the high 

street estate agents.  And Tesco isn’t the only private property sales website which 

may come under scrutiny.  In recent years many specialist websites have sprung up, 

which also offer to help sell your home without going through an estate agent.  Roger 

Young, OFT’s Head of Estate Agent Enforcement, says they may now also have to 

abide by the relevant laws. 

 

YOUNG: If an Internet property retailer does anything for their clients 

more than simply carry advertisements - for example if their website has a message 

board for sellers to contact buyers or if they offer to put up for sale boards - they will 

be doing estate agency work.  It may well be that most Internet property retailers are 

actually acting as estate agents. 

 

HOWARD: As for Tesco, it says customers like the site and although a 
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key part has been suspended it’s now considering launching a full online estate 

agency service.  But in order for that to work, it concedes it would need to get its 

properties onto the big property portals like Rightmove and FindaProperty, which list 

tens of thousands of properties for sale via estate agents.  And given these companies’ 

existing business links with the traditional estate agents operating on the high street, 

that’s likely to be an uphill struggle.  Still when I spoke again this week to Tesco’s 

Jonathan Church, he wasn’t being put off. 

 

CHURCH: We need to take forward discussions now with the portals, but 

as an online estate agent that will be subjected to the full regulations under the 1979 

Act, we see no reason why we shouldn’t be listed on those portals and you know we 

hope that the discussions we have with them will be positive ones and you know 

they’ll see the benefit of getting properties in front of many more hundreds of 

thousands of users. 

 

HOWARD: Tesco hopes to launch its new service early next year.  In the 

meantime it’ll remain in the embarrassing position of running a property website with 

no properties on it.  But, Paul, it’s also worth considering that property sellers who 

wanted to avoid paying thousands of pounds in estate agents fees now have one less 

option to do so. 

 

LEWIS: Indeed.  Thanks, Bob.   And, Chris, strong hope this weekend 

that Northern Rock’s crisis could be over soon. 

 

A’COURT: Yes, late on Friday, exactly a month after the run on the bank, 

a consortium headed by Sir Richard Branson put in a proposal to re-brand it as Virgin 

Money.  If accepted, the consortium would put probably £1 billion in right away and 

work with investment banks to pay off the £13 billion that Northern Rock has 

borrowed from the Bank of England.  Now Northern Rock’s board hasn’t responded 

yet, but Northern Rock shares closed up at 273 pence on Friday. 

 

LEWIS: Thanks, Chris.  And that’s it for today.  You can find out more 

from the BBC helpline 0800 044 044 and of course our website, bbc.co.uk/moneybox, 

where you can download the programme onto your computer or sign up and get it sent 
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to you every week for your MP3 player.  You can also let us know what you think 

about those tax proposals or perhaps about Tesco.  I’m back on Monday with Money 

Box Live, this week taking your questions on pensions.  We’ve had a lot of interest in 

the story we did last week about married women’s pensions.  Returning to that on 

Monday.  I’m back next weekend with Money Box.  Don’t forget personal finance 

stories on Working Lunch, BBC2 weekday lunchtimes.  Today the reporter was Bob 

Howard, the producer Lesley McAlpine, and I’m Paul Lewis. 


