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An Act to impose a new tax on the realisation of the
development value of land; to provide for the termina-
ation of the charges on capital gains from land imposed
by Chapters I and II of Part III of the Finance Act
1974; and for connected purposes. [22nd July 1976]

Most Gracious Sovereign,

E, Your Majesty’s most dutiful and loyal subjects, the
V%/ Commons of the United Kingdom in Parliament
assembled, towards raising the necessary supplies to
defray Your Majesty’s public expenses, and making an addition
to the public revenue, have freely and voluntarily resolved to
give and grant unto Your Majesty the new tax hereinafter
mentioned and to make such other provision as is hereinafter
contained; and do therefore most humbly beseech Your Majesty
that it may be enacted, and be it enacted by the Queen’s most
Excellent Majesty, by and with the advice and consent of the
Lords Spiritual and Temporal, and Commons, in this present
Parliament assembled, and by the authority of the same, as
follows:—

The charge to tax

1.—(1) A tax, to be called development land tax, shall be Development
charged in accordance with the provisions of this Act in respect !and tax.
of the realisation of the development value of land in the
United Kingdom.

(2) Subject to the provisions of this Act, a person shall be
chargeable to development land tax on the realised development
value, determined in accordance with this Act, which accrues
to him on the disposal by him on or after the appointed day
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of an interest in land in the United Kingdom, and shall be so
chargeable whether or not he is resident (for purposes of income
tax or otherwise) in the United Kingdom.

(3) Subject to section 13 below, the rate of development
land tax shall be 80 per cent.

2.—(1) Immediately before a project of material development
is begun on any land, every major interest then subsisting in
that land shall be deemed for the purposes of this Act to be
disposed of for a consideration equal to its market value at that
time and to be immediately reacquired at that value.

(2) Part I of Schedule 1 to this Act shall have effect for
determining what is a project of material development, what
land is comprised in such a project and at what time such a
project is to be treated for the purposes of this Act as begun,
and Part II of that Schedule shall have effect with respect to
deemed disposals and reacquisitions.

(3) Subject to section 28(6) below, for the purposes of this Act
an interest in land comprised in a project of material develop-
ment is a major interest unless—

(@) as to all the land in which it subsists, it is in reversion
(at law or in equity) on one or more long leases or (in
Northern Ireland) it is the interest of a person entitled
for the time being to the rent payable under a grant
in fee farm, and the rent or the aggregate of the rents
and of any premium or premiums to which, under or
by virtue thereof, the owner of the interest is entitled
does not, and cannot be made to, reflect the value or
any part of the value of the development concerned ;
or

(b} its market value on the date on which the project is
begun is less than £5,000 and—

(@) if the land is in England, Wales or Northern
Ireland, the interest does not confer, either absolutely
or conditionally, and whether on that date or at
any later time, a right to possession, as defined in
sec(ition 205(1) of the Law of Property Act 1925;
an

(i) if the land is in Scotland, the interest is not
the estate or interest of the proprietor of the
dominium utile, or, in the case of property other
than feudal property, of the owner, or an interest
under a lease.

(4) For the purposes of paragraph (a) of subsection (3) above,
a lease is a long lease unless, on the date on which the project
referred to in that subsection is begun, the unexpired term of
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the lease does not exceed thirty-five years ; and in the application
of that subsection to Scotland, that paragraph shall have effect
with the omission of the words “ (at law or in equity) *.

(5) For the purposes of this section, the following leases
shall be treated as granted for termns not exceeding thirty-five
years, namely,—
(a) a lease of land in Northern Ireland which is a lease for
life or lives or for any terms of years determinable
with life or lives and is not a lease in perpetuity, within
the meaning of section 1 of the Renewable Leasehold 1849 c. 105.
Conversion Act 1849, or a lease to which section 37
of that Act applies ; and

(b) a lease of land in England and Wales which is, or
takes effect as if, granted for a term exceeding thirty-
five years and which is determinable by notice (whether
by the lessor or otherwise) at a time after the death of
the lessor or any other person or of the survivor of two
or more persons ; and

(¢) a lease of land in Scotland which is determinable on
the death of any person.

(6) The provisions of Part ITI of Schedule 1 to this Act
(being provisions corresponding to subsections (1)(b), (¢) and (d)
and (2) to (3A) of section 84 of the Income and Corporation 1970 c. 10.
Taxes Act 1970) shall have effect in ascertaining for the purposes
of this section when the term of a lease will expire.

3.—(1) Subject to section 8 below, references in this Act Part
to a disposal of an interest in land include references to a part disposals.
disposal thereof, and for the purposes of this Act there is a part
disposal of an interest in land—
(@) where the owner of that interest grants a lease or other
interest in land out of, or by virtue of his ownership
of, his interest ; or
(b) where the owner of that interest grants to another his
interest in some but not all of the land in which that
interest subsisted before the grant.

(2) Without prejudice to subsection (1) above, there is for
the purposes of this Act a part disposal of an interest in land
by the owner thereof where any sum is derived from his owner-
ship of that interest and that sum is neither rent payable under
a lease nor otherwise attributable to the acquisition (at any
time) by the person paying that sum of an interest in that land,
and this subsection applies in particular to—

(@ sums received by way of compensation for any kind of
damage to land in which that interest subsists or for
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any depreciation or risk of depreciation of that
interest ;

(b) sums received in return for forfeiture or surrender of,
or refraining from exercising, rights which are vested
in the owner of the interest by virtue of his ownership
thereof ; and

(c) sums received as consideration for use or exploitation
of the land in which that interest subsists or of any
assets, other than minerals, in, on or under that land ;

and for the purposes of this Act such a part disposal shall be
deemed to take place, subject to subsection (3) below, at the time
at which the sum in question is received.

.(3) In any case where— ,

(@) there is a part disposal of an interest in land falling
within subsection (2) above, and

(b) before the sum in question is received but after the right
to receive it has accrued, there is a disposal, other than
a deemed disposal, of that interest or of an interest of
which it is a part for the purposes of Part I of
Schedule 2 to this Act,

the part disposal shall be deemed for the purposes of this Act to
take place immediately before the disposal referred to in para-
graph (b) above.

(4) In subsection (2) above * sum ” means money or money’s
worth.

(5) In relation to a part disposal of an interest in land,—

(a) references in this Act to the retained interest are
references to that interest in land which, by virtue of
his previous ownership of the interest disposed of, the
chargeable person has immediately after the disposal ;
and

(b) references in this Act to the granted interest apply only
in the case of a disposal falling within subsection (1)
above and, in such a case, are references to the interest
granted as mentioned in paragraph (a) or paragraph
(b) of that subsection.

4.—(1) Subject to the following provisions of this Act, the
realised development value accruing to a person on the disposal
by him of an interest in land shall be the amount (f any) by
which the net proceeds of the disposal exceed the relevant base
value of that interest. :

(2) In this Act, in relation to a disposal of an interest in land,
“ the chargeable person ” means the person making the disposal.
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(3) References in this Act to the net proceeds of the disposal
of an interest in land are references to the consideration for
the disposal, less the incidental costs to the chargeable person
of making the disposal.

(4) The provisions of Schedule 2 to this Act shall have effect
for supplementing this section and sections 5 to 7 below and,
for the purpose of determining the realised development value
accruing on a disposal occurring on or after the appointed day,
those provisions shall be taken to have had effect in relation to
events before, as well as on or after, that day.

(5) Subject to any express provision contained in this Act,
for the purpose of determining the realised development value
accruing to a person on the disposal of an interest in land,
any necessary apportionment shall be made of any consideration,
expenditure or value and the method of appcrtionment
adopted shall be such as appears to the Board or, on an appeal,
to the Commissioners concerned to be just and reasonable.

(6) In determining the amount of any realised development
value for the purposes of this Act, no deduction shall be allow-
able under any provision of this Act more than once from any
amount or from more than one amount.

5.—(1) Subject to the provisions of this section, on the Relevant base
disposal of an interest in land the relevant base value of that value.
interest is that one of the following which gives the highest figure,
namely,

(a) the aggregate of—
(i the cost of the chargeable person’s acquisition
of the interest, and
(ii) any expenditure on relevant improvements, and
(iii) the amount by which the current use value
of the interest at the time of the disposal exceeds
the current use value of the interest at the time of
its acquisition or on 6th April 1965, whichever is
the later, and
(iv) where section 6 below applies, the special
addition provided for by subsection (2) of that
section, and
(v) where subsection (5) below applies, the amount
of the further addition referred to in that subsection ;
(b) the aggregate of 110 per cent. of the current use value
of the interest at the time of the disposal and of any
expenditure on relevant improvements ;
(¢) 110 per cent. of the aggregate of the cost of the charge-
able person’s acquisition of the interest and of any
expenditure on improvements ;
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and in this Act the three bases specified in paragraphs (a) to {c)
above are referred to as “base A", “base B” and “ base C”
respectively.

(2) For the purposes of this Act, the cost of a person’s acqui-
sition of an interest in land means, subject to subsection (4)
below, the amount or value of the consideration given by him
or on his behalf wholly and exclusively for the acquisition of the
interest, together with the incidental costs to him of the
acquisition.

(3) Part I of Schedule 3 to this Act shall have effect—

(@) for determining, in relation to a disposal by any person
of an interest in land, the amount of any expenditure
on improvements and of any expenditure on relevant
improvements ; and

(b) with respect to matters consequential upon that deter-
mination.

(4) For the purposes of this section there shall be deducted
from the amount which on the disposal of an interest in land
would, apart from this subsection, be the amount of any con-
sideration falling within subsection (2) above or of any expendi-
ture on improvements or relevant improvements, so much of that
consideration or expenditure as has been or is to be provided
or met, directly or indirectly, by the Crown or a government or
public or local authority, whether in the United Kingdom or
elsewhere.

(5) If in the aggregate amount which constitutes base A of an
interest in land an amount is included by virtue of both sub-
paragraph (ii) and sub-paragraph (iv) of paragraph (a) of sub-
section (1) above, a further addition determined in accordance
with Part IT of Schedule 3 to this Act shall be included in that
aggregate by virtue of sub-paragraph (v} of that paragraph.

(6) Subject to subsection (7) below, on the disposal of an
interest in land which the chargeable person acquired—

(a) within the period of twelve months ending on the date
of the disposal, and
(b) as a result of a disposal made by a person who, at
the time of that disposal, was connected with him for
the purposes of Part III of the Finance Act 1965
(capital gains tax),
subsection (1) above shall have effect for determining the relevant
base value of that interest as if—
(1) in paragraph (a), sub-paragraph (iv) were omitted ; and
" (i) in paragraph (c), the words “ 110 per cent. of ” were
transferred from the beginning of the paragraph to
follow the word “and ” and the word “of ”, in the
last place where it cccurs were omitted.
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(7) Subsection (6) above does not apply to the disposal of an
interest in land where—

(@) the disposal is made by personal representatives in the
course of administering the deceased’s estate, or

(b) on the death of any person the interest is treated for
the purposes of this Act as being disposed of by the
deceased to the person becoming entitled to it on his
death. :

6.—(1) Subject to subsection (4) below, the provisions of this Special
section apply for the purpose of determining base A on the abdd“g’n to
disposal of an interest in land (in this section referred to as “ the ase £
relevant interest ”) where the chargeable person acquired that
interest before 1st May 1977.

(2) Subject to subsection (5) below, where this section applies,
there shall be included in the calculation of the base value of
the relevant interest a special addition of an amount equal to
D X E per cent. of the cost of the chargeable person’s acquisition
of the relevant interest, where—

D is the number of years, subject to a maximum of four,
in the period beginning at the time of the chargeable
person’s acquisition of the relevant interest and ending
at the time of the disposal ; and

E is 15, if the chargeable person acquired the relevant
interest before 13th September 1974, and 10 in any
other case.

(3) For the purposes of subsection (2) above a year is a period
of twelve months beginning on, or on an anniversary of, the date
of acquisition of the relevant interest by the chargeable person
and if, apart from this subsection, D referred to in subsection (2)
above would consist of either a part of a year or one or more
whole years and a part of a year, that part shall be treated for
the purposes of this section as a whole year.

(4) Subject to subsection (5) below, where there is a deemed
disposal and reacquisition of an interest in land, this section
shall not apply to a disposal which occurs after the deemed
reacquisition if—

(@) that later disposal is either a disposal of the interest
which was the relevant interest in relation to the deemed
disposal or would be such a disposal if there had been
no previous disposal of that interest since the time of
the deemed disposal ; and

(b) the cost of acquisition of the interest which is the
relevant interest in relation to that later disposal is the
cost established on the occasion of the deemed re-
acquisition or, by virtue of any provision of Part II
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of Schedule 2 to this Act, is in any way derived from
the cost so established.

(5) Subject to subsection (8) below, where there is a deemed
disposal and reacquisition of an interest in land and on that
disposal (in the following provisions of this section referred to
as *“ the deemed disposal ) the amount which is base A of the
relevant interest exceeds the net proceeds of the disposal, this
section shall apply on the occasion of a disposal—

(@) which occurs after the deemed disposal, and
(b) which is a disposal of the interest which was the rele-
vant interest in relation to the deemed disposal, and
(¢) in relation to which paragraph () of subsection (4) above
applies,
subject to the modifications specified in subsection (6) below ;
and in subsection (6) below the disposal which falls within para-
graphs (@) to (c) above is referred to, in relation to the deemed
disposal, as “ the subsequent disposal ”.

(6) In the application of this section to the subsequent disposal
in accordance with subsection (5) above—

(@ references to the time at which the chargeable person
acquired the relevant interest shall be construed as
references to the time (prior to the deemed disposal)
at which he acquired that interest, otherwise than on
the occasion of a deemed disposal and reacquisition ;

(b) the reference in subsection (2) above to the cost of the
chargeable person’s acquisition of the relevant interest
shall be construed as a reference to the relevant frac-
tion of the amount which would have been that cost
on a notional disposal by him of the relevant interest
occurring immediately after the time at which he
acquired that interest as mentioned in paragraph (a)
above ; and

(©) D referred to in subsection (2) above shall be treated
as reduced by the number of years (ascertained in
accordance with subsection (3} above) in the period
beginning at the time at which the chargeable person
acquired the interest as mentioned in paragraph (a)
above and ending at the time of the deemed disposal.

(7 Subject to subsection (8) below, the relevant fraction
referred to in subsection (6) (b) above is—
BV —PD

BV
where—
“PD ™ is the net proceeds of the deemed disposal ; and
“BV ”, subject to subsection (8) below, is the amount
which is base A of the relevant interest on the deemed
disposal.
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(8) In a case where paragraph 11 of Schedule 1 to this Act
applies in determining the market value of the relevant interest
for the purposes of the deemed disposal, references in subsections
(5) and (7) above to the amount which is base A of that interest
on the deemed disposal shall be construed as references to what
that amount would be if paragraph 18(1) of Schedule 2 to this
Act did not apply.

(9) In any case where—

(@) this section has applied in relation to a disposal of an
interest in land subject to the modifications in sub-
section (6) above, and

(b) that disposal was itseli a deemed disposal, and

(c) on that deemed disposal the amount which was base A
of the relevant interest exceeded the net proceeds of
the disposal,

then, in the application of subsections (5) to (7) above on the
occasion of a disposal which, in relation to that deemed disposal,
is the subsequent disposal for the purposes of subsection (6)
above, the relevant fraction referred to in paragraph (b) of that
subsection shall be whichever is the less of the fraction deter-
mined under subsection (7) above and the fraction which was
the relevant fraction in the application of that paragraph on the
occasion of that deemed disposal.

7.—(1) For the purposes of this Act, the market value at any Market value
time of an interest in land is the consideration which that interest current use
might reasonably be expected to fetch on a sale at that time in value and
the open market ; but that consideration shall not be assumed gg,fl’;a
to be reduced on the ground that the interest in all of the land pment.
in question is to be placed on the market at one and the same
time.

(2) Subject to the following provisions of this section, for
the purposes of this Act, the current use value of an interest in
land at any time is the market value of that interest at that
time calculated on the assumption—

(a) that, subject to Part I of Schedule 4 to this Act, planning
permission would be granted for any development of
the land which is development of a class specified in
the relevant planning Schedule ; and

(b) that it is at that time and will continue to be unlawful
to carry out any material development of the land
other than development which—

(@) is development for which, by virtue of para-
graph (@) above, it is assumed at that time that
planning permission would be granted ; or

(i) was comprised in a project of material develop-
ment begun before that time.
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(3) In subsection (2)(a@) above “the relevant planning
Schedule ” means—

(@ in relation to England and Wales, Schedule 8 to the
Town and Country Planning Act 1971 ;

(b) in relation to Scotland, Schedule 6 to the Town and
Country Planning (Scotland) Act 1972 ; and

{c) in relation to Northern Ireland, Schedule 1 to the Land
Development Values (Compensation) Act (Northemn
Ireland) 1965.

(4) In determining the realised development value accruing
to the chargeable person on the disposal of an interest in land
which is a part disposal resulting from the receipt of any such
sum as is referred to in section 3(2) above, the current use
value of that interest at the time of that disposal shall be taken
to be what it would have been at that time if the circumstances
which caused the sum to be received had not arisen.

(5) In determining the market value or current use value of
an interest in land at any time, the interest shall be treated as
being sold free from any interest or right which exists by way
of security in or over the land concerned.

(6) In determining the current use value of an interest in land
at the time of a disposal thereof where—

(a) the disposal is to an authority possessing compulsory
powers, and

(b) immediately before the disposal the land concerned,
or any part of it, had an unexpended balance of
established development value for the purposes of
Part VII of the Town and Country Planning Act 1971
or, as the case may require, the Town and Country
Planning (Scotland) Act 1972,

no account shall be taken of the operation, in relation to the
acquisition or sale to which the disposal gives effect, of any
provision of that Part providing for the reduction or extinguish-
ment of such a balance on the acquisition of land under com-
pulsory powers.

(7) For the purposes of this Act * material development”
means any development other than —
(a) development for which planning permission—
(@i is granted by a general development order for
the time being in force, or
(ii) would be so granted but for a direction given
under the order or a condition imposed in any plan-
ning permission granted or deemed to be granted
otherwise than by such an order,
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and which is carried out so as to comply with any
condition or limitation subject to which planning per-
mission is or would be so granted ; and

(b) development which is excluded from being material
development by Part II of Schedule 4 to this Act;

and in paragraph (a) above “ general development order > means
a development order made as a general order applicable (subject
t0 such exceptions as may be specified therein) to all land in
England and Wales, to all land in Scotland or to all land in
Northern Ireland, as the case may be.

8.—(1) Notwithstanding anything in section 3(1) above, for Options to
the purposes of this Act the grant of an option to acquire an acquire
interest in land, including an interest which is not in existence [ s
at the time of the grant,— )

(@) shall be treated as the disposal of a newly created
interest in land, namely the option, and

(b) shall not be treated as a part disposal of any other
interest in land, and

(¢) where no consideration is given for the grant, shall be
treated for the purposes of section 10 below as an
interest acquired in circumstances where consideration
was given for the acquisition,

and in the following provisions of this section any reference to
the option is a reference to such an option as is referred to above
and any reference to the grantor is a reference to the person by
whom the option was granted or the person who is for the time
being obliged to give effect to the option if it is exercised.

(2) In relation to the person who is for the time being the
owner of an option, the exercise or abandonment of the option
shall not be treated for the purposes of this Act as the disposal
of an interest in land by that person.

(3) If an option is exercised, then, in relation to the grantor
of the option, the grant of the option and the disposal made
by him in fulfilment of his obligations under the option shall
be treated for the purposes of this Act as a single transaction
taking place at the time the option is exercised and,
accordingly,—

(a) the consideration for the option shall be treated as part
of the consideration for the disposal of the interest
acquired in pursuance of the option ; and

(b) any development land tax paid in respect of realised
development value which accrued on the grant of the
option shall be treated as paid on account of any devel-
opment land tax which is chargeable on the disposal.
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(4) If, after an option is exercised, the person by whom it was
exercised disposes of the interest acquired in pursuance of the
option (in this subsection referred to as “the substantive in-
terest ”) or of any interest of which the substantive interest is a
part for the purposes of Part I of Schedule 2 to this Act, then,—

(@) for the purpose of determining the cost of acquisition
of the interest disposed of, and
(b) for the purpose of the application of paragraph 7 or
paragraph 8 of that Schedule,
the option and the substantive interest shall be treated for the
purposes of that Part as two separate interests together making
up the substantive interest.

(5) Without prejudice to subsection (1) above but subject to

subsection (6) below, a disposal consisting of the grant of a
lease containing an option shall be treated for the purposes

of this Act as the disposal of two separate interests (namely

the lease and the option) and if no part of the consideration
for the disposal is separately attributable to the option, the
option shall be treated for the purposes of this Act as having
been acquired for a consideration of £1.

(6) Nothing in subsection (1) or subsection (5) above shail
apply in relation to an option to renew a lease where the obliga-

~ tion under the option touches and concerns the land or, in

accordance with section 142 of the Law of Property Act 1925
or (in Northern Ireland) section 11 of the Conveyancing Act
1881, is annexed and incident to the reversionary estate, and
such an option shall not be treated for the purposes of this Act
as an interest in land separate from the lease itself.

In the application of this subsection to Scotland, the words
from “in accordance ” to “ 1881 ” shall be omitted.

(7) This section shall apply in relation to—
(@} a forfeited deposit of money for the purchase of an
interest in land, or
(b) other money paid by way of consideration for a
prospective purchase of an interest in land which is
abandoned,
as if that deposit or other money were consideration given for
the grant of an option to acquire that interest.

(8) This section shall not apply in relation to options granted
for a lease solely relating to the carrying out of material develop-
ment consisting of the winning or working of minerals.

9.—(1) For the purposes of this Act, the devolution of an
interest in land on the personal representatives of the person
by whom it was held immediately before his death shall be
treated neither as a disposal by the deceased nor as an acquisi-
tion by the personal representatives but, for the purposes of
this Act, anything done by the deceased shall be treated as having
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been done (at the time it was in fact done) by the personal
representatives and, accordingly,—

(a) the acquisition by the deceased shall be treated as if it
had been the acquisition by the personal representa-
tives ; and

(b) any expenditure incurred by the deceased shall be treated
as having been incurred by the personal representatives.

(2) For the purposes of this Act, the personal representatives
of a deceased person shall be treated as being a single and
continuing body of persons distinct from the persons who may
from time to time be the personal representatives.

(3) In any case where, on the death of any person, an interest
in land held by him devolves, otherwise than by virtue of any
beneficial entitlement thereto, on a person other than his personal
representatives, any reference in this Act to his personal repre-
sentatives shall be construed, in relation to that interest, as being
or, as the case may require, as including a reference to that
person.

10.
realised development value accruing t