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Income and Corporation Taxes Act 1988
1988 CHAPTER 1

PART IV

PROVISIONS RELATING TO THE SCHEDULE D CHARGE

CHAPTER II

INCOME TAX: BASIS OF ASSESSMENT ETC.

Cases III, IV and V

64 Case III assessments: general

Subject to sections 66 and 67, income tax under Case III of Schedule D shall be
computed on the full amount of the income arising within the year preceding the year
of assessment, and shall be paid on the actual amount of that income, without any
deduction.

65 Cases IV and V assessments: general

(1) Subject to the provisions of this section and sections 66 and 67, income tax chargeable
under Case IV or Case V of Schedule D shall be computed on the full amount of the
income arising in the year preceding the year of assessment, whether the income has
been or will be received in the United Kingdom or not, subject in the case of income
not received in the United Kingdom—

(a) to the same deductions and allowances as if it had been so received, and
(b) to a deduction on account of any annuity or other annual payment (not being

interest) payable out of the income to a person not resident in the United
Kingdom.
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(2) Subject to section 330, income tax chargeable under Case IV or V of Schedule D on
income arising from any pension shall be computed on the amount of that income
subject to a deduction of one-tenth of the amount of the income.

(3) Income tax chargeable under Case IV or V of Schedule D on income which is
immediately derived by a person from the carrying on by him of any trade, profession
or vocation either solely or in partnership shall be computed in accordance with the
rules applicable to Cases I and II of Schedule D; and subsection (1)(a) above shall
not apply.

Nothing in this subsection shall be taken to apply sections 60 to 63 or 113 in relation
to income chargeable under Case V of Schedule D but computed in accordance with
this subsection.

(4) Subsections (1), (2) and (3) above shall not apply to any person who, on a claim made
to the Board, satisfies the Board that he is not domiciled in the United Kingdom, or
that, being a Commonwealth citizen or a citizen of the Republic of Ireland, he is not
ordinarily resident in the United Kingdom.

(5) Where subsection (4) above applies the tax shall, subject to sections 66 and 67, be
computed—

(a) in the case of tax chargeable under Case IV, on the full amount, so far as the
same can be computed, of the sums received in the United Kingdom in the year
preceding the year of assessment, without any deduction or abatement; and

(b) in the case of tax chargeable under Case V, on the full amount of the actual
sums received in the United Kingdom in the year preceding the year of
assessment from remittances payable in the United Kingdom, or from property
imported, or from money or value arising from property not imported, or from
money or value so received on credit or on account in respect of any such
remittances, property, money or value brought or to be brought into the United
Kingdom, without any deduction or abatement other than is allowed under
the provisions of the Income Tax Acts in respect of profits or gains charged
under Case I of Schedule D.

(6) For the purposes of subsection (5) above, any income arising from securities or
possessions out of the United Kingdom which is applied outside the United Kingdom
by a person ordinarily resident in the United Kingdom in or towards satisfaction of—

(a) any debt for money lent to him in the United Kingdom or for interest on money
so lent, or

(b) any debt for money lent to him outside the United Kingdom and received in
or brought to the United Kingdom, or

(c) any debt incurred for satisfying in whole or in part a debt falling within
paragraph (a) or (b) above,

shall be treated as received by him in the United Kingdom (and, for the purposes
of subsection (5)(b) above, as so received from remittances payable in the United
Kingdom).

(7) Where a person ordinarily resident in the United Kingdom receives in or brings to the
United Kingdom money lent to him outside the United Kingdom, but the debt for that
money is wholly or partly satisfied before he does so, subsection (6) above shall apply
as if the money had been received in or brought to the United Kingdom before the debt
was so satisfied, except that any sums treated by virtue of that subsection as received
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in the United Kingdom shall be treated as so received at the time when the money so
lent is actually received in or brought to the United Kingdom.

(8) Where—
(a) a person (“the borrower”) is indebted for money lent to him, and
(b) income is applied by him in such a way that the money or property

representing it is held by the lender on behalf of or to the account of the
borrower in such circumstances as to be available to the lender for the purpose
of satisfying or reducing the debt by set-off or otherwise,

that income shall be treated as applied by the borrower in or towards satisfaction of
the debt if, under any arrangement between the borrower and the lender, the amount
for the time being of the borrower’s indebtedness to the lender, or the time at which
the debt is to be repaid in whole or in part, depends in any respect directly or indirectly
on the amount or value so held by the lender.

(9) For the purposes of subsections (6) to (8) above—
(a) a debt for money lent shall, to the extent to which that money is applied in or

towards satisfying another debt, be deemed to be a debt incurred for satisying
that other debt, and a debt incurred for satisfying in whole or in part a debt
falling within paragraph (c) of subsection (6) above shall itself be treated as
falling within that paragraph; and

(b) “lender” includes, in relation to any money lent, any person for the time being
entitled to repayment.

66 Special rules for fresh income

(1) Income tax under Case III, IV or V of Schedule D shall, in the following cases, be
computed on the following amounts, and, where the tax is charged under Case III,
paid on those actual amounts without any deduction—

(a) as respects the year of assessment in which the income first arises, on the full
amount of the income arising within that year;

(b) where the income first arose on some day in the year preceding the year of
assessment other than 6th April, on the amount of the income of the year of
assessment; and

(c) where the income first arose on 6th April in the year preceding the year of
assessment, or on some day in the year next before the year preceding the
year of assessment other than 6th April, and the person charged so requires
by notice given to the inspector at any time within six years after the end of
the year of assessment, on the amount of the income of that year.

(2) Where subsection (1)(c) above applies, and income tax charged otherwise than in
accordance with that provision has been paid, any amount overpaid shall be repaid.

(3) If at any time a person acquires a new source of any income in respect of which he is
chargeable under Case III, IV or V of Schedule D, or an addition to any source of any
such income, then, for the year of assessment in which income first arises from the
source or addition and the two following years of assessment, income tax in respect of
the income from the source or addition shall, notwithstanding section 73, be computed
separately and subsection (1) above shall apply.

(4) For the purposes of the charge under Case III, if at any time interest on a debt ceases
to be payable subject to deduction of income tax, subsection (3) above shall apply as
if the debt were a new source of income acquired by the creditor at that time.
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(5) Where income arising to any person from any security or possession in any place out
of the United Kingdom ceases at any time to be chargeable to income tax by deduction
under the provisions of section 123, subsection (3) above shall apply as if that security
or possession were a new source of income acquired by that person at that time.

(6) In any case where tax is to be charged under Case IV or V by reference to the amount
of income received in the United Kingdom, references in this section to income which
arises or arose shall have effect as references to income which is or was so received.

67 Special rules where source of income disposed of or yield ceases

(1) Subject to the provisions of this section, if in any year of assessment a person charged
or chargeable to income tax in respect of any income chargeable under Case III, IV or
V of Schedule D ceases to possess any particular source of any such income or any
part of any such source, the following provisions shall apply to the tax in respect of
the income from that source or part—

(a) notwithstanding section 73, the tax shall for that year, and (if necessary) for
the preceding year, be computed separately;

(b) subject to paragraph (c) below, the tax shall for that year be computed on the
amount of the income arising within the year (instead of the income arising
within the preceding year), and shall for that preceding year also be computed
on the amount of the income arising within it if greater than the amount on
which tax is to be computed for that preceding year apart from this provision;
and

(c) if no income arose within those two years and the person charged or
chargeable makes a claim under this section not later than two years after the
end of them, then, subject to subsection (4) below—

(i) paragraphs (a) and (b) above shall apply to the year of assessment in
which income did last arise and the year preceding it as, apart from
this paragraph, they would apply to the year in which he ceases to
possess the source or part and the year preceding it, and

(ii) tax for the year of assessment following that in which income did last
arise shall not be chargeable on the amount of the income so arising.

(2) For the purposes of the charge under Case III, if at any time interest on a debt begins
to be payable subject to deduction of income tax, subsection (1) above shall apply as
if the debt were a source of income which the creditor ceased to possess at that time.

(3) Where income in respect of which a person has previously been charged or chargeable
to income tax under Case IV or V of Schedule D becomes at any time chargeable to
income tax by deduction under the provisions of section 123, subsection (1) above
shall apply as if the security or possession in question were a source of income which
he ceased to possess at that time.

(4) Without prejudice to subsection (5) below, a person shall not be entitled by virtue of
subsection (1)(c) above to make a claim under this section in respect of any source of
income or any part of such a source more than eight years after the end of the year of
assessment in which income last arose from that source.

(5) A person possessing a source of income chargeable to income tax under Case III, IV
or V of Schedule D and having possessed it for six consecutive years of assessment
without any income arising from it, shall be entitled, if income did arise from it in the
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year preceding those six years, to make a claim under this section not later than two
years after the end of those six years; and if he does so—

(a) subsection (1) above shall apply as if he had ceased to possess the source of
income immediately before the end of those six years; and

(b) section 66(3) shall apply in relation to later years of assessment as if he had
acquired the source as a new source immediately after the end of those six
years.

(6) References in this section to income arising shall, in cases where tax under Case IV
or V is to be computed by reference to the amount of income received in the United
Kingdom, be construed as references to income being so received.

(7) There shall be made all such adjustments, whether by way of repayment of tax,
assessment or otherwise, as may be necessary to give effect to this section.

(8) A person’s executors or administrators may make any claim under this section which
he might have made, if he had not died, in respect of any source of income, or part
of such a source, which he ceased to possess before his death, and may also make a
claim under this section in respect of sources of income which he ceased to possess
by dying; and after a person’s death—

(a) any tax paid by him and repayable by virtue of a claim under this section
(whether made by him or by his executors or administrators) shall be repaid
to his executors or administrators, and

(b) any additional tax chargeable by virtue of such a claim shall be assessed and
charged on his executors or administrators, and shall be a debt due from and
payable out of his estate.

68 Special rules where property etc. situated in Republic of Ireland

(1) Notwithstanding anything in sections 65 or 66, but subject to the provisions of this
section, income tax chargeable under Case IV or V of Schedule D shall, in the case of
property situated and profits or gains arising in the Republic of Ireland, be computed
on the full amount of the income arising in the year of assessment, whether the income
has been or will be received in the United Kingdom or not, subject in the case of
income not received in the United Kingdom—

(a) to the same deductions and allowances as if it had been so received; and
(b) to a deduction on account of any annuity or other annual payment (not being

interest) payable out of the income to a person not resident in the United
Kingdom.

(2) Subsection (1) above shall not apply—
(a) to any income which is immediately derived by a person from the carrying on

by him of any trade, profession or vocation, either solely or in partnership; or
(b) to any income which arises from any pension.

(3) The tax in respect of any such income as is mentioned in subsection (2) above arising
in the Republic of Ireland shall be computed either—

(a) on the full amount thereof arising in the year of assessment; or
(b) on the full amount thereof on an average of such period as the case may require

and as may be directed by the inspector;
so that, according to the nature of the income, the tax may be computed on the same
basis as that on which it would have been computed if the income had arisen in the
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United Kingdom, and subject in either case to a deduction on account of any annuity
or other annual payment (not being interest) payable out of the income to a person
not resident in the United Kingdom; and the person chargeable and assessable shall
be entitled to the same allowances, deductions and reliefs as if the income had arisen
in the United Kingdom.

The jurisdiction of the General or Special Commissioners on any appeal shall include
jurisdiction to review the inspector’s decision under this subsection.

(4) In charging any income which is excluded from subsection (1) above by subsection (2)
(a) above there shall be the same limitation on reliefs as under section 391(2) in the
case of income computed by virtue of section 65(3) in accordance with the rules
applicable to Cases I and II of Schedule D.

(5) In charging income arising from a pension under subsection (3) above, a deduction
of one-tenth shall be allowed unless it is the income of a person falling within
section 65(4).


