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Taxation of Chargeable Gains Act 1992
1992 CHAPTER 12

PART III

INDIVIDUALS, PARTNERSHIPS, TRUSTS AND COLLECTIVE INVESTMENT SCHEMES [F1ETC]

Textual Amendments
F1 Word in Pt. 3 heading inserted (with effect in accordance with Sch. 22 para. 12 of the amending Act)

by Finance Act 2009 (c. 10), Sch. 22 para. 9; S.I. 2010/670, art. 2

CHAPTER I

MISCELLANEOUS PROVISIONS

58 [F2Spouses and civil partners].

[F3(1A) If an individual (“A”) disposes of an asset to another individual (“B”) in circumstances
where any of subsections (1B) to (1D) applies, A and B are to be treated as if B
acquired the asset from A for a consideration of such amount as would secure that on
the disposal neither a gain nor a loss would accrue to A.

(1B) This subsection applies where the disposal is made while A and B—
(a) are married to, or are civil partners of, each other, and
(b) are living together.

(1C) This subsection applies where the disposal is made—
(a) while A and B are married to, or are civil partners of, each other,
(b) at a time when A and B have ceased to live together, and
(c) on or before the earlier of—

(i) the last day of the third tax year after the tax year in which A and B
ceased to live together, or
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(ii) the day on which a court grants an order or decree for A and B’s
divorce, the annulment of their marriage, the dissolution or annulment
of their civil partnership, their judicial separation or, as the case may
be, their separation in accordance with a separation order.

(1D) This subsection applies where—
(a) A and B have ceased to be, or are in the process of ceasing to be, married to,

or civil partners of, each other, and
(b) the disposal of the asset is in accordance with an agreement or order within

subsection (2)(a) or (b) of section 225B (disposals in connection with divorce
etc), but as if, in subsection (2)(a), after “partner” there were inserted “, or
former spouse or civil partner,”.]

(2) This section shall not apply—
(a) if until the disposal the asset formed part of trading stock of a trade carried on

by the one making the disposal, or if the asset is acquired as trading stock for
the purposes of a trade carried on by the one acquiring the asset, F4... [F5or]

(b) if the disposal is by way of donatio mortis causa, F6...
F6(c) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

but this section shall have effect notwithstanding the provisions of section 18 or 161,
or of any other provisions of this Act fixing the amount of the consideration deemed
to be given on a disposal or acquisition.

F7(3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
F7(4) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
F7(5) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Textual Amendments
F2 Words in s. 58 heading substituted (5.12.2005) by The Tax and Civil Partnership Regulations 2005

(S.I. 2005/3229), regs. 1(1), 107(3)
F3 S. 58(1A)-(1D) substituted for s. 58(1) (6.4.2023 in relation to disposals made on or after that date) by

Finance (No. 2) Act 2023 (c. 30), s. 41(2)(6)
F4 Word in s. 58(2)(a) omitted (1.9.2013) by virtue of Finance Act 2013 (c. 29), Sch. 23 paras. 18(a), 38;

S.I. 2013/1755, art. 2
F5 Word in s. 58(2)(a) inserted (with effect in accordance with s. 13(6)-(8) of the amending Act) by

Finance Act 2017 (c. 10), s. 13(2)(a)(i)
F6 S. 58(2)(c) and preceding word omitted (with effect in accordance with s. 13(6)-(8) of the amending

Act) by virtue of Finance Act 2017 (c. 10), s. 13(2)(a)(ii)
F7 S. 58(3)-(5) omitted (with effect in accordance with s. 13(6)-(8) of the amending Act) by virtue of

Finance Act 2017 (c. 10), s. 13(2)(b)

59 Partnerships.

[F8(1)] Where 2 or more persons carry on a trade or business in partnership—
(a) tax in respect of chargeable gains accruing to them on the disposal of any

partnership assets shall, in Scotland as well as elsewhere in the United
Kingdom, be assessed and charged on them separately, and

(b) any partnership dealings shall be treated as dealings by the partners and not
by the firm as such, F9...
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F9(c) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

[F10(2) Subsection (3) applies if—
(a) a person resident in the United Kingdom (“the resident partner”) is a member

of a partnership which resides outside the United Kingdom or which carries
on any trade, profession or business the control and management of which is
situated outside the United Kingdom, and

(b) by virtue of any arrangements [F11that have effect under section 2(1) of
TIOPA 2010] (“the arrangements”) any of the [F12chargeable gains of the
partnership] are relieved from capital gains tax [F13or corporation tax] in the
United Kingdom.

(3) The arrangements [F14(so far as providing for that relief)] do not affect any liability to
capital gains tax [F15or corporation tax] in respect of the resident partner's share of any
[F16chargeable gains of the partnership].]

[F17(4) For the purposes of subsections (2) and (3) the members of a partnership include any
person entitled to a share of [F18chargeable gains of the partnership].]

Textual Amendments
F8 S. 59(1) renumbered (with effect in accordance with s. 883(1) of the amending Act) by Income Tax

(Trading and Other Income) Act 2005 (c. 5), s. 883(1), Sch. 1 para. 431(2) (with Sch. 2)
F9 S. 59(c) and preceding word repealed (with effect in accordance with Sch. 29 Pt. VIII(16) of the

amending Act) by Finance Act 1995 (c. 4), Sch. 29 Pt. VIII(16)
F10 S. 59(2)(3) inserted (with effect in accordance with s. 883(1) of the amending Act) by Income Tax

(Trading and Other Income) Act 2005 (c. 5), s. 883(1), Sch. 1 para. 431(3) (with Sch. 2)
F11 Words in s. 59(2)(b) substituted (with effect in accordance with s. 381(1) of the amending Act) by

Taxation (International and Other Provisions) Act 2010 (c. 8), s. 381(1), Sch. 8 para. 43 (with Sch. 9
paras. 1-9, 22)

F12 Words in s. 59(2)(b) substituted (with effect in accordance with Sch. 1 paras. 120, 123 of the amending
Act) by Finance Act 2019 (c. 1), Sch. 1 para. 28

F13 Words in s. 59(2)(b) inserted (with effect in accordance with s. 1329(1) of the amending Act) by
Corporation Tax Act 2009 (c. 4), s. 1329(1), Sch. 1 para. 365(2) (with Sch. 2 Pts. 1, 2)

F14 Words in s. 59(3) inserted (with effect in accordance with s. 1329(1) of the amending Act) by
Corporation Tax Act 2009 (c. 4), s. 1329(1), Sch. 1 para. 365(3)(a) (with Sch. 2 Pts. 1, 2)

F15 Words in s. 59(3) inserted (with effect in accordance with s. 1329(1) of the amending Act) by
Corporation Tax Act 2009 (c. 4), s. 1329(1), Sch. 1 para. 365(3)(b) (with Sch. 2 Pts. 1, 2)

F16 Words in s. 59(3) substituted (with effect in accordance with Sch. 1 paras. 120, 123 of the amending
Act) by Finance Act 2019 (c. 1), Sch. 1 para. 28

F17 S. 59(4) inserted (retrospective to 6.4.2005) by Finance Act 2008 (c. 9), s. 58(2)(4)
F18 Words in s. 59(4) substituted (with effect in accordance with Sch. 1 paras. 120, 123 of the amending

Act) by Finance Act 2019 (c. 1), Sch. 1 para. 28

[F1959A Limited liability partnerships.

(1) Where a limited liability partnership carries on a trade or business with a view to
profit—

(a) assets held by the limited liability partnership are treated for the purposes of
tax in respect of chargeable gains as held by its members as partners, and
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(b) any dealings by the limited liability partnership are treated for those purposes
as dealings by its members in partnership (and not by the limited liability
partnership as such);

and tax in respect of chargeable gains accruing to the members of the limited liability
partnership on the disposal of any of its assets shall be assessed and charged on them
separately.

(2) For all purposes, except as otherwise provided, in the enactments relating to tax in
respect of chargeable gains—

(a) references to a partnership include a limited liability partnership in relation to
which subsection (1) above applies,

(b) references to members of a partnership include members of such a limited
liability partnership,

(c) references to a company do not include such a limited liability partnership, and
(d) references to members of a company do not include members of such a limited

liability partnership.

(3) Subsection (1) above continues to apply in relation to a limited liability partnership
which no longer carries on any trade or business with a view to profit—

(a) if the cessation is only temporary, or
(b) during a period of winding up following a permanent cessation, provided—

(i) the winding up is not for reasons connected in whole or in part with
the avoidance of tax, and

(ii) the period of winding up is not unreasonably prolonged,
but subject to subsection (4) below.

(4) Subsection (1) above ceases to apply in relation to a limited liability partnership—
(a) on the appointment of a liquidator or (if earlier) the making of a winding-up

order by the court, or
(b) on the occurrence of any event under the law of a country or territory outside

the United Kingdom corresponding to an event specified in paragraph (a)
above.

(5) Where subsection (1) above ceases to apply in relation to a limited liability partnership
with the effect that tax is assessed and charged—

(a) on the limited liability partnership (as a company) in respect of chargeable
gains accruing on the disposal of any of its assets, and

(b) on the members in respect of chargeable gains accruing on the disposal of any
of their capital interests in the limited liability partnership,

it shall be assessed and charged on the limited liability partnership as if subsection (1)
above had never applied in relation to it.

(6) Neither the commencement of the application of subsection (1) above nor the cessation
of its application in relation to a limited liability partnership shall be taken as giving
rise to the disposal of any assets by it or any of its members.]

Textual Amendments
F19 S. 59A inserted (6.4.2001) by Limited Liability Partnerships Act 2000 (c. 12), ss. 10(3), 19(1); S.I.

2000/3316, art. 2; s. 59A substituted (retrospectively) (6.4.2001) by Finance Act 2001 (c. 9), s.
75(2)(6) (with Sch. 3)
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[F2059B Alternative investment fund managers (1)

(1) Subsection (2) applies if—
(a) under section 863I of ITTOIA 2005, a partner (“P”) in a partnership allocates

to the partnership an amount of profit (“the allocated profit”) representing
variable remuneration which, if it vests in P, will vest in the form of
instruments,

(b) there is a disposal to P of instruments which are partnership assets of the
partnership for the purposes of section 59, and

(c) by virtue of that disposal the variable remuneration vests in P.

(2) Both the persons making the disposal and P are to be treated as if the instruments
were acquired by P from those persons for a consideration of an amount equal to the
allocated profit net of the income tax for which the partnership is liable by virtue of
section 863I of ITTOIA 2005 in respect of the allocated profit.

(3) Terms used in this section which are also used in section 863I or 863J of ITTOIA 2005
have the same meaning as in that section.

Textual Amendments
F20 Ss. 59B, 59C inserted (with effect in accordance with Sch. 17 para. 21 of the amending Act) by

Finance Act 2014 (c. 26), Sch. 17 para. 17

59C Alternative investment managers (2)

(1) Subsection (2) applies if—
(a) under section 863I of ITTOIA 2005, a partner (“P”) in a partnership allocates

to the partnership an amount of profit (“the allocated profit”) representing
variable remuneration which, if it vests in P, will vest in the form of
instruments,

(b) there is a disposal to P of instruments by a company which is a partner in the
partnership,

(c) by virtue of that disposal the variable remuneration vests in P, and
(d) the company would, as a partner in the partnership, have been charged to tax

on the allocated profit but for adjustments made in the case of the company
under section 1264A(2) of CTA 2009 or section 850C(5) of ITTOIA 2005.

(2) Both the company and P are to be treated as if the instruments were acquired by P
from the company for a consideration of an amount equal to the allocated profit net of
the income tax for which the partnership is liable by virtue of section 863I of ITTOIA
2005 in respect of the allocated profit.

(3) Terms used in this section which are also used in section 863I or 863J of ITTOIA 2005
have the same meaning as in that section.]

Textual Amendments
F20 Ss. 59B, 59C inserted (with effect in accordance with Sch. 17 para. 21 of the amending Act) by

Finance Act 2014 (c. 26), Sch. 17 para. 17
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60 Nominees and bare trustees.

(1) In relation to [F21property] held by a person as nominee for another person, or as trustee
for another person absolutely entitled as against the trustee, or for any person who
would be so entitled but for being an infant or other person under disability (or for
2 or more persons who are or would be jointly so entitled), this Act shall apply as
if the property were vested in, and the acts of the nominee or trustee in relation to
the [F21property] were the acts of, the person or persons for whom he is the nominee
or trustee (acquisitions from or disposals to him by that person or persons being
disregarded accordingly).

(2) It is hereby declared that references in this Act to any [F22property] held by a person
as trustee for another person absolutely entitled as against the trustee are references
to a case where that other person has the exclusive right, subject only to satisfying
any outstanding charge, lien or other right of the trustees to resort to the [F22property]
for payment of duty, taxes, costs or other outgoings, to direct how that [F22property]
shall be dealt with.

Textual Amendments
F21 Word in s. 60(1) substituted (with effect in accordance with Sch. 12 para. 10(3) of the amending Act)

by Finance Act 2006 (c. 25), Sch. 12 para. 10(1)
F22 Word in s. 60(2) substituted (with effect in accordance with Sch. 12 para. 10(3) of the amending Act)

by Finance Act 2006 (c. 25), Sch. 12 para. 10(2)

Modifications etc. (not altering text)
C1 S. 60 applied (with application in accordance with s. 58(4) of the amending Act) by Finance Act 2013

(c. 29), s. 59(8)
C2 S. 60(1) applied (27.7.1993) by 1993 c. 37, s. 12, Sch. 2 Pt. I para. 21(2)(d)

61 Funds in court.

(1) For the purposes of section 60, funds in court held by the Accountant General shall
be regarded as held by him as nominee for the persons entitled to or interested in the
funds, or as the case may be for their trustees.

(2) Where funds in court standing to an account are invested or, after investment, are
realised, the method by which the Accountant General effects the investment or the
realisation of investments shall not affect the question whether there is for the purposes
of this Act an acquisition, or as the case may be a disposal, of an asset representing
funds in court standing to the account, and in particular there shall for those purposes
be an acquisition or disposal of shares in a court investment fund notwithstanding that
the investment in such shares of funds in court standing to an account, or the realisation
of funds which have been so invested, is effected by setting off, in the Accountant
General’s accounts, investment in one account against realisation of investments in
another.

(3) In this section “funds in court” means—
(a) money in the [F23Senior Courts], money in [F24the county court][F25, money

in the family court] and statutory deposits described in section 40 of the
M1Administration of Justice Act 1982, and

(b) money in the [F26Court of Judicature] and money in a county court in Northern
Ireland,

http://www.legislation.gov.uk/id/ukpga/2006/25
http://www.legislation.gov.uk/id/ukpga/2006/25/schedule/12/paragraph/10/1
http://www.legislation.gov.uk/id/ukpga/2006/25
http://www.legislation.gov.uk/id/ukpga/2006/25/schedule/12/paragraph/10/2
http://www.legislation.gov.uk/id/ukpga/2013/29
http://www.legislation.gov.uk/id/ukpga/2013/29
http://www.legislation.gov.uk/id/ukpga/2013/29/section/59/8
http://www.legislation.gov.uk/id/ukpga/1993/37
http://www.legislation.gov.uk/id/ukpga/1993/37/section/12
http://www.legislation.gov.uk/id/ukpga/1993/37/schedule/2/part/I/paragraph/21/2/d


Taxation of Chargeable Gains Act 1992 (c. 12)
Part III – Individuals, partnerships, trusts and collective investment schemes etc
Chapter I – Miscellaneous provisions
Document Generated: 2024-04-08

7

Changes to legislation: Taxation of Chargeable Gains Act 1992, Part III is up to date with all changes known to be in force
on or before 08 April 2024. There are changes that may be brought into force at a future date. Changes that have been made

appear in the content and are referenced with annotations. (See end of Document for details) View outstanding changes

and investments representing such money; and references in this section to the
Accountant General are references to the Accountant General of the [F27Senior Courts]
and, in relation to money within paragraph (b) above and investments representing
such money, include references to the Accountant General of the [F26Court of
Judicature] or any other person by whom such funds are held.

Textual Amendments
F23 Words in s. 61(3)(a) substituted (1.10.2009) by Constitutional Reform Act 2005 (c. 4), s. 148(1), Sch.

11 para. 30(2)(a); S.I. 2009/1604, art. 2(d)
F24 Words in s. 61(3)(a) substituted (22.4.2014) by Crime and Courts Act 2013 (c. 22), s. 61(3), Sch.

9 para. 131; S.I. 2014/954, art. 2(c) (with art. 3) (with transitional provisions and savings in S.I.
2014/956, arts. 3-11)

F25 Words in s. 61(3)(a) inserted (22.4.2014) by The Crime and Courts Act 2013 (Family Court:
Consequential Provision) Order 2014 (S.I. 2014/605), arts. 1, 20

F26 Words in s. 61(3) substituted (1.10.2009) by Constitutional Reform Act 2005 (c. 4), s. 148(1), Sch. 11
para. 30(2)(c); S.I. 2009/1604, art. 2(d)

F27 Words in s. 61(3) substituted (1.10.2009) by Constitutional Reform Act 2005 (c. 4), s. 148(1), Sch. 11
para. 30(2)(b); S.I. 2009/1604, art. 2(d)

Marginal Citations
M1 1982 c. 53.

62 Death: general provisions.

(1) For the purposes of this Act the assets of which a deceased person was competent to
dispose—

(a) shall be deemed to be acquired on his death by the personal representatives or
other person on whom they devolve for a consideration equal to their market
value at the date of the death, but

(b) shall not be deemed to be disposed of by him on his death (whether or not
they were the subject of a testamentary disposition).

(2) Allowable losses sustained by an individual in the year of assessment in which he dies
may, so far as they cannot be deducted from chargeable gains accruing in that year, be
deducted from chargeable gains accruing to the deceased in the 3 years of assessment
preceding the year of assessment in which the death occurs, taking chargeable gains
accruing in a later year before those accruing in an earlier year.

[F28(2A) Amounts deductible from chargeable gains for any year in accordance with
subsection (2) above shall not be so deductible from any such gains so far as they
[F29are—

(a) gains that are treated as accruing by virtue of section 87[F30, 87K, 87L] or
89(2) (read, where appropriate, with [F31section 1M]), or

[F32(b) relevant non-resident gains (see subsection (11)).]]

[
F33(2AA)

Where [F34relevant non-resident losses (see subsection (11))] are sustained by an
individual in the year of assessment in which the individual dies, the losses may, so
far as they cannot be deducted from chargeable gains accruing to the individual in that
year, be deducted from any gains such as are mentioned in subsection (2A)(b) that
accrued to the deceased in the 3 years of assessment preceding the year of assessment
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in which the death occurs, taking chargeable gains accruing in a later year before those
accruing in an earlier year.]

F35(2B) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ]

(3) In relation to property forming part of the estate of a deceased person the personal
representatives shall for the purposes of this Act 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), and that body shall be treated as having the deceased’s
residence F36... and domicile at the date of death.

(4) On a person acquiring any asset as legatee (as defined in section 64)—
(a) no chargeable gain shall accrue to the personal representatives, and
(b) the legatee shall be treated as if the personal representatives’ acquisition of

the asset had been his acquisition of it.

[F37(4A) The Treasury may by regulations make provision having effect in place of
subsection (4)(b) above in a case where there has been a time when the personal
representatives—

(a) held the asset acquired by the legatee, and
(b) would, if they had disposed of the asset at that time—

(i) by way of a bargain at arm's length, and
(ii) otherwise than to a legatee,

have been entitled as a result of regulations under section 151 (investments
under plans) to relief from capital gains tax in respect of any chargeable gain
accruing on the disposal.

(4B) Provision made by regulations under subsection (4A) above may (in particular) treat
a person who acquires an asset as legatee as doing so at a time or for a consideration,
or at a time and for a consideration, ascertained as specified by the regulations.]

(5) Notwithstanding section 17(1) no chargeable gain shall accrue to any person on his
making a disposal by way of donatio mortis causa.

(6) Subject to subsections (7) and (8) below, where within the period of 2 years after a
person’s death any of the dispositions (whether effected by will, under the law relating
to intestacy or otherwise) of the property of which he was competent to dispose are
varied, or the benefit conferred by any of those dispositions is disclaimed, by an
instrument in writing made by the persons or any of the persons who benefit or would
benefit under the dispositions—

(a) the variation or disclaimer shall not constitute a disposal for the purposes of
this Act, and

(b) this section shall apply as if the variation had been effected by the deceased
or, as the case may be, the disclaimed benefit had never been conferred.

(7) Subsection (6) above does not apply to a variation [F38unless the instrument contains
a statement by the persons making the instrument to the effect that they intend the
subsection to apply to the variation.]

(8) Subsection (6) above does not apply to a variation or disclaimer made for any
consideration in money or money’s worth other than consideration consisting of the
making of a variation or disclaimer in respect of another of the dispositions.

(9) Subsection (6) above applies whether or not the administration of the estate is complete
or the property has been distributed in accordance with the original dispositions.
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(10) In this section references to assets of which a deceased person was competent to
dispose are references to assets of the deceased which (otherwise than in right of a
power of appointment or of the testamentary power conferred by statute to dispose of
entailed interests) he could, if of full age and capacity, have disposed of by his will,
assuming that all the assets were situated in England and, if he was not domiciled
in the United Kingdom, that he was domiciled in England, and include references
to his severable share in any assets to which, immediately before his death, he was
beneficially entitled as a joint tenant.

[F39(11) In this section—
“relevant non-resident gain” means—

(a) a gain that falls to be dealt with by section 1A(3) because the asset
disposed of is within paragraph (b) or (c) of that subsection, or

(b) a gain that falls to be dealt with by section 1A(1) in accordance with
section 1G(2) because the asset disposed of is within section 1A(3)(b)
or (c), and

“relevant non-resident loss” means an allowable loss accruing on a disposal
which, had a gain accrued instead, would have been a relevant non-resident
gain.]

Textual Amendments
F28 S. 62(2A)(2B) inserted (with effect in accordance with s. 121(4) of the amending Act) by Finance Act

1998 (c. 36), Sch. 21 para. 5
F29 Words in s. 62(2A) substituted (with effect in accordance with Sch. 7 para. 60 of the amending Act) by

Finance Act 2015 (c. 11), Sch. 7 para. 17(2)
F30 Words in s. 62(2A)(a) inserted (15.3.2018) by Finance Act 2018 (c. 3), Sch. 10 para. 1(2)
F31 Words in s. 62(2A)(a) substituted (with effect in accordance with Sch. 1 paras. 120, 123 of the

amending Act) by Finance Act 2019 (c. 1), Sch. 1 para. 29(2)(a)
F32 S. 62(2A)(b) substituted (with effect in accordance with Sch. 1 paras. 120, 123 of the amending Act)

by Finance Act 2019 (c. 1), Sch. 1 para. 29(2)(b) (with Sch. 1 para. 29(5)(6))
F33 S. 62(2AA) inserted (with effect in accordance with Sch. 7 para. 60 of the amending Act) by Finance

Act 2015 (c. 11), Sch. 7 para. 17(3)
F34 Words in s. 62(2AA) substituted (with effect in accordance with Sch. 1 paras. 120, 123 of the

amending Act) by Finance Act 2019 (c. 1), Sch. 1 para. 29(3)
F35 S. 62(2B) omitted (with effect in accordance with Sch. 2 para. 56(3) of the amending Act) by virtue of

Finance Act 2008 (c. 9), Sch. 2 para. 29(3)
F36 Words in s. 62(3) omitted (with effect in accordance with Sch. 46 para. 112 of the amending Act) by

virtue of Finance Act 2013 (c. 29), Sch. 46 para. 79
F37 S. 62(4A)(4B) inserted (15.9.2016) by Finance Act 2016 (c. 24), s. 27(3)
F38 Words in s. 62(7) substituted (with application in accordance with s. 52(2) of the amending Act) by

Finance Act 2002 (c. 23), s. 52(1)
F39 S. 62(11) inserted (with effect in accordance with Sch. 1 paras. 120, 123 of the amending Act) by

Finance Act 2019 (c. 1), Sch. 1 para. 29(4)

Modifications etc. (not altering text)
C3 S. 62 applied (with effect in accordance with art. 1(2)(3), Sch. 1 of the amending S.I.) by The Offshore

Funds (Tax) Regulations 2009 (S.I. 2009/3001), regs. 1(1), 34
C4 S. 62 applied by The Authorised Investment Funds (Tax) Regulations 2006 (S.I. 2006/964), reg.

85W(2) (as inserted (with effect in accordance with reg. 1(2) of the amending S.I.) by S.I. 2010/294,
regs. 1(1), 21)
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63 Death: application of law in Scotland.

(1) The provisions of this Act, so far as relating to the consequences of the death of F40...
a proper liferenter of any property, shall have effect subject to the provisions of this
section.

(2) F41... on the death of any such F42... liferenter F43... the person (if any) who, on the death
of the liferenter, becomes entitled to possession of the property as fiar shall be deemed
to have acquired all the assets forming part of the property at the date of the deceased’s
death for a consideration equal to their market value at that date.

Textual Amendments
F40 Words in s. 63(1) repealed (with effect in accordance with Sch. 12 para. 11(3) of the amending Act) by

Finance Act 2006 (c. 25), Sch. 12 para. 11(1)(a), Sch. 26 Pt. 3(15)
F41 Words in s. 63(2) repealed (with effect in accordance with Sch. 12 para. 11(3) of the amending Act) by

Finance Act 2006 (c. 25), Sch. 12 para. 11(1)(b)(i), Sch. 26 Pt. 3(15)
F42 Words in s. 63(2) repealed (with effect in accordance with Sch. 12 para. 11(3) of the amending Act) by

Finance Act 2006 (c. 25), Sch. 12 para. 11(1)(b)(ii), Sch. 26 Pt. 3(15)
F43 Words in s. 63(2) repealed (with effect in accordance with Sch. 12 para. 11(3) of the amending Act) by

Finance Act 2006 (c. 25), Sch. 12 para. 11(1)(b)(iii), Sch. 26 Pt. 3(15)

[F4463A Death: application of law in Northern Ireland

(1) The provisions of this Act, so far as relating to the consequences of the death of a
person to whom property in Northern Ireland stands limited for life (“the deceased”),
shall have effect subject to the provisions of this section.

(2) A person who acquires property in fee simple absolute or fee tail in possession as a
consequence of the deceased's death shall be deemed to have acquired all the assets
forming part of the property at the date of the deceased's death for a consideration
equal to their market value at that date.]

Textual Amendments
F44 S. 63A inserted (with effect in accordance with Sch. 12 para. 11(3) of the amending Act) by Finance

Act 2006 (c. 25), Sch. 12 para. 11(2)

64 Expenses in administration of estates and trusts.

(1) In the case of a gain accruing to a person on the disposal of, or of a right or interest in
or over, [F45an asset held by another person as trustee, or as a personal representative
of a deceased person, to which he became absolutely entitled as legatee or as against
the trustee]—

(a) any expenditure within section 38(2) incurred by him in relation to the transfer
of the asset to him by the [F46personal representative or trustee], and

(b) any such expenditure incurred in relation to the transfer of the asset by the
[F47personal representative or trustee],

shall be allowable as a deduction in the computation of the gain accruing to that person
on the disposal.
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(2) In this Act, unless the context otherwise requires, “legatee” includes any person taking
under a testamentary disposition or on an intestacy or partial intestacy, whether he
takes beneficially or as trustee, and a person taking under a donatio mortis causa shall
be treated (except for the purposes of section 62) as a legatee and his acquisition as
made at the time of the donor’s death.

(3) For the purposes of the definition of “legatee” above, and of any reference in this
Act to a person acquiring an asset “as legatee”, property taken under a testamentary
disposition or on an intestacy or partial intestacy includes any asset appropriated by
the personal representatives in or towards satisfaction of a pecuniary legacy or any
other interest or share in the property devolving under the disposition or intestacy.

Textual Amendments
F45 Words in s. 64(1) substituted (with effect in accordance with Sch. 12 para. 12(2) of the amending Act)

by Finance Act 2006 (c. 25), Sch. 12 para. 12(1)(a)
F46 Words in s. 64(1)(a) substituted (with effect in accordance with Sch. 12 para. 12(2) of the amending

Act) by Finance Act 2006 (c. 25), Sch. 12 para. 12(1)(b)
F47 Words in s. 64(1)(b) substituted (with effect in accordance with Sch. 12 para. 12(2) of the amending

Act) by Finance Act 2006 (c. 25), Sch. 12 para. 12(1)(b)

65 Liability for tax of trustees or personal representatives.

[F48(1) Subject to subsection (3) below, capital gains tax chargeable in respect of chargeable
gains accruing to the trustees of a settlement or capital gains tax due from the personal
representatives of a deceased person may be assessed and charged on and in the name
of any one or more of the relevant trustees or the relevant personal representatives.]

(2) Subject to section 60 and any other express provision to the contrary, chargeable gains
accruing to the trustees of a settlement or to the personal representatives of a deceased
person, and capital gains tax chargeable on or in the name of such trustees or personal
representatives, shall not be regarded for the purposes of this Act as accruing to, or
chargeable on, any other person, nor shall any trustee or personal representative be
regarded for the purposes of this Act as an individual.

[F49(3) Where section 80 applies as regards the trustees of a settlement (“the migrating
trustees”), nothing in subsection (1) above shall enable any person—

(a) who ceased to be a trustee of the settlement before the end of the relevant
period, and

(b) who shows that, when he ceased to be a trustee of the settlement, there was
no proposal that the trustees might [F50cease to be resident] in the United
Kingdom,

to be assessed and charged to any capital gains tax which is payable by the migrating
trustees by virtue of section 80(2).

(4) In this section—
“the relevant period” has the same meaning as in section 82;
“the relevant trustees”, in relation to any chargeable gains, means the

trustees in the year of assessment in which the chargeable gains accrue
and any subsequent trustees of the settlement, and “the relevant personal
representatives” has a corresponding meaning.]
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Textual Amendments
F48 S. 65(1) substituted (with effect in accordance with s. 103(7) of the amending Act) by Finance Act

1995 (c. 4), s. 114(1)
F49 S. 65(3)(4) inserted (with effect in accordance with s. 103(7) of the amending Act) by Finance Act

1995 (c. 4), s. 114(2)
F50 Words in s. 65(3)(b) substituted (with effect in accordance with Sch. 46 para. 112 of the amending Act)

by Finance Act 2013 (c. 29), Sch. 46 para. 80

66 Insolvents’ assets.

(1) In relation to assets held by a person as trustee or assignee in bankruptcy or under a
deed of arrangement this Act shall apply as if the assets were vested in, and the acts of
the trustee or assignee in relation to the assets were the acts of, the bankrupt or debtor
(acquisitions from or disposals to him by the bankrupt or debtor being disregarded
accordingly), and tax in respect of any chargeable gains which accrue to any such
trustee or assignee shall be assessable on and recoverable from him.

(2) Assets held by a trustee or assignee in bankruptcy or under a deed of arrangement at
the death of the bankrupt or debtor shall for the purposes of this Act be regarded as
held by a personal representative of the deceased and—

(a) subsection (1) above shall not apply after the death, and
(b) section 62(1) shall apply as if any assets held by a trustee or assignee in

bankruptcy or under a deed of arrangement at the death of the bankrupt or
debtor were assets of which the deceased was competent to dispose and which
then devolved on the trustee or assignee as if he were a personal representative.

(3) Assets vesting in a trustee in bankruptcy after the death of the bankrupt or debtor shall
for the purposes of this Act be regarded as held by a personal representative of the
deceased, and subsection (1) above shall not apply.

(4) The definition of “settled property” in section 68 shall not include any property
as being property held by a trustee or assignee in bankruptcy or under a deed of
arrangement.

(5) In this section—
“deed of arrangement” means a deed of arrangement to which [F51an

enactment forming part of the law of Scotland or Northern Ireland which
corresponds to the Deeds of Arrangement Act 1914 applies], and

“trustee in bankruptcy” includes a [F52trustee in a sequestration under] the
Bankruptcy (Scotland) Act [F532016].

Textual Amendments
F51 Words in s. 66(5) substituted (1.10.2015) by Deregulation Act 2015 (c. 20), s. 115(7), Sch. 6 para.

2(12) (with Sch. 6 para. 3); S.I. 2015/1732, art. 2(e)(i)
F52 Words in s. 66(5) substituted (30.11.2016) by The Bankruptcy (Scotland) Act 2016 (Consequential

Provisions and Modifications) Order 2016 (S.I. 2016/1034), art. 1, Sch. 1 para. 10(a)
F53 Word in s. 66(5) substituted (30.11.2016) by The Bankruptcy (Scotland) Act 2016 (Consequential

Provisions and Modifications) Order 2016 (S.I. 2016/1034), art. 1, Sch. 1 para. 10(b)
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67 Provisions applicable where section 79 of the Finance Act 1980 has applied.

(1) In this section “a claim” means a claim under section 79 of the Finance Act 1980
(“section 79”) and “relief” means relief under that section (which provided general
relief for gifts).

(2) Where a disposal in respect of which a claim is or has been made is or proves to be a
chargeable transfer for inheritance tax purposes, there shall be allowed as a deduction
in computing (for capital gains tax purposes) the chargeable gain accruing to the
transferee on the disposal of the asset in question an amount equal to whichever is
the lesser of—

(a) the inheritance tax attributable to the value of the asset; and
(b) the amount of the chargeable gain as computed apart from this subsection;

and in the case of a disposal which, being a potentially exempt transfer, proves to be a
chargeable transfer, all necessary adjustments shall be made, whether by the discharge
or repayment of capital gains tax or otherwise.

(3) Where an amount of inheritance tax—
(a) falls to be redetermined in consequence of the transferor’s death within 7 years

of making the chargeable transfer in question; or
(b) is otherwise varied,

after it has been taken into account under subsection (2) above (or under section 79(5)),
all necessary adjustments shall be made, whether by the making of an assessment to
capital gains tax or by the discharge or repayment of such tax.

(4) Where—
(a) a claim for relief has been made in respect of the disposal of an asset to a

trustee, and
(b) the trustee is deemed to have disposed of the asset, or part of it, by virtue of

section 71(1) or 72(1)(a),
sections 72(1)(b) and 73(1)(a) shall not apply to the disposal of the asset, or part by
the trustee, but any chargeable gain accruing to the trustee on the disposal shall be
restricted to the amount of the held-over gain (or a corresponding part of it) on the
disposal of the asset to him.

(5) Subsection (4) above shall not have effect in a case within section 73(2) but in such
a case the reduction provided for by section 73(2) shall be diminished by an amount
equal to the proportion there mentioned of the held-over gain.

(6) Section 168 shall apply where relief has been given—
(a) with the substitution for subsection (1) of the following—

“(1) If—
(a) relief has been given under section 79 of the Finance Act

1980 in respect of a disposal made after 5th April 1981 to an
individual (“the relevant disposal”); and

(b) at a time when he has not disposed of the asset in question, the
transferee [F54ceases to be resident] in the United Kingdom,

then, subject to the following provisions of this section, a chargeable
gain shall be deemed to have accrued to the transferee immediately
before that time, and its amount shall be equal to the held-over gain
(within the meaning of section 67) on the relevant disposal.”; and
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(b) with the substitution in subsections (2), (6) and (10) for the references to
section 165(4)(b) of references to section 79(1)(b).

(7) In this section “held-over gain”, in relation to a disposal, means the chargeable
gain which would have accrued on that disposal apart from section 79, reduced
where applicable in accordance with subsection (3) of that section, and references to
inheritance tax include references to capital transfer tax.

Textual Amendments
F54 Words in s. 67(6)(a) substituted (with effect in accordance with Sch. 46 para. 112 of the amending Act)

by Finance Act 2013 (c. 29), Sch. 46 para. 81

CHAPTER II

SETTLEMENTS

General provisions

68 Meaning of “settled property".

In this Act, unless the context otherwise requires, [F55“settled property” means any
property held in trust other than property to which section 60 applies (and references,
however expressed, to property comprised in a settlement are references to settled
property)].

Textual Amendments
F55 Words in s. 68 substituted (retrospective to 6.4.2006) by Finance Act 2006 (c. 25), Sch. 12 para.

1(1)(3)

[F5668A Meaning of “settlor”

(1) In this Act, unless the context otherwise requires—
(a) “settlor” in relation to a settlement means the person, or any of the persons,

who has made, or is treated for the purposes of this Act as having made, the
settlement, and

(b) a person is a settlor of property which—
(i) is settled property by reason of his having made the settlement (or by

reason of an event which causes him to be treated under this Act as
having made the settlement), or

(ii) derives from property to which sub-paragraph (i) applies.

(2) A person is treated for the purposes of this Act as having made a settlement if—
(a) he has made or entered into the settlement, directly or indirectly, or
(b) the settled property, or property from which the settled property is derived,

is or includes property of which he was competent to dispose immediately
before his death, and the settlement arose on his death, whether by will, on
his intestacy, or otherwise.
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(3) A person is, in particular, treated for the purposes of this Act as having made a
settlement if—

(a) he has provided property directly or indirectly for the purposes of the
settlement, or

(b) he has undertaken to provide property directly or indirectly for the purposes
of the settlement.

(4) Where one person (A) makes or enters into a settlement in accordance with reciprocal
arrangements with another person (B), for the purposes of this Act—

(a) B shall be treated as having made the settlement, and
(b) A shall not be treated as having made the settlement by reason only of the

reciprocal arrangements.

(5) In subsection (2)(b) “property of which he was competent to dispose immediately
before his death” shall be construed in accordance with section 62(10) (reading each
reference to “assets” as a reference to “property”).

(6) A person who has been a settlor in relation to a settlement shall be treated for the
purposes of this Act as having ceased to be a settlor in relation to the settlement if—

(a) no property of which he is a settlor is comprised in the settlement,
(b) he has not undertaken to provide property directly or indirectly for the

purposes of the settlement in the future, and
(c) he has not made reciprocal arrangements with another person for that other

person to enter into the settlement in the future.

(7) For the purpose of this section and sections 68B and 68C property is derived from
other property—

(a) if it derives (directly or indirectly and wholly or partly) from that property or
any part of it, and

(b) in particular, if it derives (directly or indirectly and wholly or partly) from
income from that property or any part of it.

(8) In this section “arrangements” includes any scheme, agreement or understanding,
whether or not legally enforceable.

Textual Amendments
F56 Ss. 68A, 68B inserted (retrospective to 6.4.2006) by Finance Act 2006 (c. 25), Sch. 12 para. 1(2)(4)

68B Transfer between settlements: identification of settlor

(1) This section applies in relation to a transfer of property from the trustees of one
settlement (“Settlement 1”) to the trustees of another (“Settlement 2”) otherwise
than—

(a) for full consideration, or
(b) by way of a bargain made at arm's length.

(2) In this section “transfer of property” means—
(a) a disposal of property by the trustees of Settlement 1, and
(b) the acquisition by the trustees of Settlement 2 of—

(i) property disposed of by the trustees of Settlement 1, or
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(ii) property created by the disposal;
and a reference to transferred property is a reference to property acquired by the
trustees of Settlement 2 on the disposal.

(3) For the purposes of this Act, except where the context otherwise requires—
(a) the settlor (or each settlor) of the property disposed of by the trustees of

Settlement 1 shall be treated from the time of the disposal as having made
Settlement 2, and

(b) if there is more than one settlor of the property disposed of by the trustees
of Settlement 1, each settlor shall be treated in relation to Settlement 2 as the
settlor of a proportionate part of the transferred property.

(4) For the purposes of this Act, except where the context otherwise requires, if and to the
extent that the property disposed of by the trustees of Settlement 1 was provided for
the purposes of Settlement 1, or is derived from property provided for the purposes of
Settlement 1, the transferred property shall be treated from the time of the disposal as
having been provided for the purposes of Settlement 2.

(5) If transferred property is treated by virtue of subsection (4) as having been provided
for the purposes of Settlement 2 —

(a) the person who provided the property disposed of by the trustees of Settlement
1, or property from which it was derived, for the purposes of Settlement 1
shall be treated as having provided the transferred property, and

(b) if more than one person provided the property disposed of by the trustees
of Settlement 1, or property from which it was derived, for the purposes of
Settlement 1, each of them shall be treated as having provided a proportionate
part of the transferred property.

(6) But subsections (3) and (4) do not apply in relation to a transfer of property—
(a) which occurs by reason only of the assignment or assignation by a beneficiary

under Settlement 1 of an interest in that settlement to the trustees of Settlement
2,

(b) which occurs by reason only of the exercise of a general power of
appointment, or

(c) to which section 68C(6) applies.

(7) In determining whether this section applies in relation to a transfer of property between
settlements, section 18(2) shall be disregarded.]

Textual Amendments
F56 Ss. 68A, 68B inserted (retrospective to 6.4.2006) by Finance Act 2006 (c. 25), Sch. 12 para. 1(2)(4)

[F5768C Variation of will or intestacy, etc: identification of settlor

(1) This section applies where—
(a) a disposition of property following a person's death is varied, and
(b) section 62(6) applies in respect of the variation.

(2) Where property becomes settled property in consequence of the variation (and would
not, but for the variation, have become settled property), a person mentioned in
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subsection (3) shall be treated for the purposes of this Act, except where the context
otherwise requires—

(a) as having made the settlement, and
(b) as having provided the property for the purposes of the settlement.

(3) Those persons are—
(a) a person who immediately before the variation was entitled to the property, or

to property from which it derives, absolutely as legatee,
(b) a person who would have become entitled to the property, or to property from

which it derives, absolutely as legatee but for the variation,
(c) a person who immediately before the variation would have been entitled to

the property, or to property from which it derives, absolutely as legatee but
for being an infant or other person under a disability, and

(d) a person who would, but for the variation, have become entitled to the
property, or to property from which it derives, absolutely as legatee if he had
not been an infant or other person under a disability.

(4) In subsection (3) references to a person being entitled to property absolutely as legatee
shall be construed in accordance with section 64(3) (reading the references to “an
asset” and “any asset” as references to “property”).

(5) Where—
(a) property would have become comprised in a settlement—

(i) which arose on the deceased person's death (whether in accordance
with his will, on his intestacy or otherwise), or

(ii) which was already in existence on the deceased person's death
(whether or not the deceased person was a settlor in relation to that
settlement), but

(b) in consequence of the variation the property, or property derived from it,
becomes comprised in another settlement,

the deceased person shall be treated for the purposes of this Act, except where the
context otherwise requires, as having made the other settlement.

(6) Where—
(a) immediately before the variation property is comprised in a settlement and is

property of which the deceased person is a settlor, and
(b) immediately after the variation the property, or property derived from it,

becomes comprised in another settlement,
the deceased person shall be treated for the purposes of this Act, except where the
context otherwise requires, as having made the other settlement.

(7) If a person is treated as having made a settlement under subsection (5) or (6), for the
purposes of this Act he shall be treated as having made the settlement immediately
before his death.

(8) But subsection (7) does not apply in relation to a settlement which arose on the person's
death.]
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Textual Amendments
F57 S. 68C inserted (with effect in accordance with Sch. 12 para. 1(5) of the amending Act) by Finance Act

2006 (c. 25), Sch. 12 para. 1(2)

69 Trustees of settlements.

[F58(1) For the purposes of this Act the trustees of a settlement shall, unless the context
otherwise requires, together be treated as if they were a single person (distinct from
the persons who are trustees of the settlement from time to time).

(2) The deemed person referred to in subsection (1) shall be treated for the purposes of
this Act as resident F59... in the United Kingdom at any time when a condition in
subsection (2A) or (2B) is satisfied.

(2A) Condition 1 is that all the trustees are resident in the United Kingdom.

(2B) Condition 2 is that—
(a) at least one trustee is resident in the United Kingdom,
(b) at least one is not resident in the United Kingdom, and
(c) a settlor in relation to the settlement was resident F60... or domiciled in the

United Kingdom at a time which is a relevant time in relation to him.

(2C) In subsection (2B)(c) “relevant time” in relation to a settlor—
(a) means, where the settlement arose on the settlor's death (whether by will,

intestacy or otherwise), the time immediately before his death, and
(b) in any other case, means a time when the settlor made the settlement (or was

treated for the purposes of this Act as making the settlement);
and, in the case of a transfer of property from Settlement 1 to Settlement 2 in relation
to which section 68B applies, “relevant time” in relation to a settlor of the transferred
property in respect of Settlement 2 includes any time which, immediately before the
time of the disposal by the trustees of Settlement 1, was a relevant time in relation to
that settlor in respect of Settlement 1.

(2D) A trustee who is not resident in the United Kingdom shall be treated for the purposes
of subsections (2A) and (2B) as if he were resident in the United Kingdom at any time
when he acts as trustee in the course of a business which he carries on in the United
Kingdom through a branch, agency or permanent establishment there.

[F61(2DA) A trustee who is resident in the United Kingdom for a tax year is to be treated for the
purposes of subsections (2A) and (2B) as if he or she were not resident in the United
Kingdom for that year if—

(a) the trustee is an individual,
(b) the individual becomes or ceases to be a trustee of the settlement during the

tax year,
(c) that year is a split year as respects the individual, and
(d) in that year, the only period when the individual is a trustee of the settlement

falls wholly within the overseas part of the year.

(2DB) Subsection (2DA) is subject to subsection (2D) and, accordingly, an individual who
is treated under subsection (2DA) as not resident is, in spite of that, to be regarded as
resident whenever the individual acts as mentioned in subsection (2D).]
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(2E) If the deemed person referred to in subsection (1) is not treated for the purposes of
this Act as resident [F62in the United Kingdom, then for the purposes of this Act it is
treated as being not resident in the United Kingdom].]

[F63(2F) Section 835BA of ITA 2007 (deemed domicile) applies for the purposes of
subsection (2B)(c).]

(3) For the purposes of this section, and of sections 71(1) and 72(1), where part of the
property comprised in a settlement is vested in one trustee or set of trustees and part in
another (and in particular where settled land within the meaning of the M2Settled Land
Act 1925 is vested in the tenant for life and investments representing capital money are
vested in the trustees of the settlement), they shall be treated as together constituting
and, in so far as they act separately, as acting on behalf of a single body of trustees.

(4) If tax assessed on the trustees, or any one trustee, of a settlement in respect of a
chargeable gain accruing to the trustees is not paid within 6 months from the date when
it becomes payable by the trustees or trustee, and before or after the expiration of that
period of 6 months the asset in respect of which the chargeable gain accrued, or any
part of the proceeds of sale of that asset, is transferred by the trustees to a person who
as against the trustees is absolutely entitled to it, that person may at any time within
2 years from the time when the tax became payable be assessed and charged (in the
name of the trustees) to an amount of capital gains tax not exceeding tax chargeable on
an amount equal to the amount of the chargeable gain and, where part only of the asset
or of the proceeds was transferred, not exceeding a proportionate part of that amount.

Textual Amendments
F58 S. 69(1)-(2E) substituted for s. 69(1)(2) (with effect in accordance with Sch. 12 para. 2(2) of the

amending Act) by Finance Act 2006 (c. 25), Sch. 12 para. 2(1)
F59 Words in s. 69(2) omitted (with effect in accordance with Sch. 46 para. 112 of the amending Act) by

virtue of Finance Act 2013 (c. 29), Sch. 46 para. 82(2)
F60 Words in s. 69(2B)(c) omitted (with effect in accordance with Sch. 46 para. 112 of the amending Act)

by virtue of Finance Act 2013 (c. 29), Sch. 46 para. 82(3)
F61 S. 69(2DA)(2DB) inserted (with effect in accordance with Sch. 45 para. 153(2) of the amending Act)

by Finance Act 2013 (c. 29), Sch. 45 para. 102
F62 Words in s. 69(2E) substituted (with effect in accordance with Sch. 46 para. 112 of the amending Act)

by Finance Act 2013 (c. 29), Sch. 46 para. 82(4)
F63 S. 69(2F) inserted (with effect in accordance with Sch. 8 para. 6(2) of the amending Act) by Finance

(No. 2) Act 2017 (c. 32), Sch. 8 para. 6(1)

Marginal Citations
M2 1925 c. 18.

[F6469A Sub-fund settlements

Schedule 4ZA (which makes provision about sub-fund settlements) shall have effect.]

Textual Amendments
F64 S. 69A inserted (with effect in accordance with Sch. 12 para. 6(3) of the amending Act) by Finance

Act 2006 (c. 25), Sch. 12 para. 6(1)
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70 Transfers into settlement.

A transfer into settlement, whether revocable or irrevocable, is a disposal of the entire
property thereby becoming settled property notwithstanding that the transferor has
some interest as a beneficiary under the settlement and notwithstanding that he is a
trustee, or the sole trustee, of the settlement.

71 Person becoming absolutely entitled to settled property.

(1) On the occasion when a person becomes absolutely entitled to any settled property
as against the trustee all the assets forming part of the settled property to which he
becomes so entitled shall be deemed to have been disposed of by the trustee, and
immediately reacquired by him in his capacity as a trustee within section 60(1), for a
consideration equal to their market value.

[F65(2) Where, in any case in which a person (“the beneficiary”) becomes absolutely entitled
to any settled property as against the trustee, an allowable loss would (apart from this
subsection) have accrued to the trustee on the deemed disposal under subsection (1)
above of an asset comprised in that property—

(a) that loss shall be treated, to the extent only that it cannot be deducted from
pre-entitlement gains of the trustee, as an allowable loss accruing to the
beneficiary (instead of to the trustee); but

(b) any allowable loss treated as accruing to the beneficiary under this subsection
shall be deductible under this Act from chargeable gains accruing to the
beneficiary to the extent only that it can be deducted from gains accruing to
the beneficiary on the disposal by him of—

(i) the asset on the deemed disposal of which the loss accrued; or
(ii) where that asset is an estate, interest or right in or over land, that asset

or any asset deriving from that asset.

(2A) In subsection (2) above “pre-entitlement gain”, in relation to an allowable loss
accruing to a trustee on the deemed disposal of any asset comprised in any settled
property, means a chargeable gain accruing to that trustee on—

(a) a disposal which, on the occasion on which the beneficiary becomes
absolutely entitled as against the trustee to that property, is deemed under
subsection (1) above to have taken place; or

(b) any other disposal taking place before that occasion but in the same year of
assessment.

(2B) For the purposes of subsection (2)(b)(ii) above an asset (“the relevant asset”) derives
from another if, in a case where—

(a) assets have merged,
(b) an asset has divided or otherwise changed its nature, or
(c) different rights or interests in or over any asset have been created or

extinguished at different times,
the value of the relevant asset is wholly or partly derived (through one or more
successive events falling within paragraphs (a) to (c) above but not otherwise) from
the other asset.

(2C) The rules set out in subsection (2D) below shall apply (notwithstanding any other rules
contained in this Act or in section 113(2) of the Finance Act 1995 (order of deduction))
—
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(a) for determining for the purposes of this section whether an allowable loss
accruing to the trustee, or treated as accruing to the beneficiary, can be
deducted from particular chargeable gains for any year of assessment; and

(b) for the making of deductions of allowable losses from chargeable gains in
cases where it has been determined that such an allowable loss can be deducted
from particular chargeable gains.

(2D) Those rules are as follows—
(a) allowable losses accruing to the trustee on a deemed disposal under

subsection (1) above shall be deducted before any deduction is made in respect
of any other allowable losses accruing to the trustee in that year;

(b) allowable losses treated as accruing to the beneficiary under this section,
so far as they cannot be deducted in a year of assessment as mentioned in
subsection (2)(b) above, may be carried forward from year to year until they
can be so deducted; and

(c) allowable losses treated as accruing to the beneficiary for any year of
assessment under this section, and allowable losses carried forward to any
year of assessment under paragraph (b) above—

(i) shall be deducted before any deduction is made in respect of any
allowable losses accruing to the beneficiary in that year otherwise
than by virtue of this section; and

(ii) in the case of losses carried forward to any year, shall be deductible
as if they were losses actually accruing in that year.]

(3) References in this section to the case where a person becomes absolutely entitled to
settled property as against the trustee shall be taken to include references to the case
where a person would become so entitled but for being an infant or other person under
disability.

Textual Amendments
F65 S. 71(2)-(2D) substituted for s. 71(2) (with application in accordance with s. 75(2) of the amending

Act) by Finance Act 1999 (c. 16), s. 75(1)

Modifications etc. (not altering text)
C5 S. 71 excluded (27.7.1993) by 1993 c. 37, s. 12, Sch. 2 Pt. I para. 21(2)(d)

72 Termination of life interest on death of person entitled.

(1) On the termination, on the death of the person entitled to it, of [F66an] interest in
possession in all or any part of settled property—

(a) the whole or a corresponding part of each of the assets forming part of
the settled property and not ceasing at that time to be settled property shall
be deemed for the purposes of this Act at that time to be disposed of and
immediately reacquired by the trustee for a consideration equal to the whole
or a corresponding part of the market value of the asset; but

(b) no chargeable gain shall accrue on that disposal.

For the purposes of this subsection [F66an] interest which is a right to part of the income
of settled property shall be treated as [F66an] interest in a corresponding part of the
settled property.
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[F67(1A) Where the interest in possession mentioned in subsection (1) above is one to which
the person becomes entitled on or after 22nd March 2006, the first sentence of that
subsection applies in relation to that interest only if—

(a) immediately before the person's death, the interest falls within subsection (1B)
below, or

(b) the person dies under the age of 18 years and, immediately before the person's
death, section 71D of the Inheritance Tax Act 1984 (age 18-to-25 trusts)
applies to the property in which the interest subsists.

(1B) An interest falls within this subsection if—
(a) the interest is—

(i) an immediate post-death interest, within the meaning given by
section 49A of the Inheritance Tax Act 1984,

(ii) a transitional serial interest, within the meaning given by section 49B
of that Act, or

(iii) a disabled person's interest[F68, within the meaning given by
section 89B] of that Act, or

(b) section 71A of that Act (trusts for bereaved minors) applies to the property
in which the interest subsists.

(1C) Subsection (1A) above does not have effect in relation to the operation of
subsection (1) above as applied by subsection (2) below (but see subsection (2A)
below).]

(2) Subsection (1) above shall apply where the person entitled to [F69an] interest in
possession in all or any part of settled property dies (although the interest does not
then terminate) as it applies on the termination of such [F69an] interest.

[F70(2A) Where the interest in possession mentioned in subsection (2) above is one to which
the person becomes entitled on or after 22nd March 2006—

(a) subsection (2) above, and
(b) the first sentence of subsection (1) above as applied by subsection (2) above,

apply in relation to that interest only if, immediately before the person's death, the
interest falls within subsection (1B)(a) above.]

[F71(3) This section shall apply on the death of the person entitled to any annuity payable out
of, or charged on, settled property or the income of settled property as it applies on
the death of a person whose interest in possession in the whole or any part of settled
property terminates on his death.

(4) Where, in the case of any entitlement to an annuity created by a settlement some of
the settled property is appropriated by the trustees as a fund out of which the annuity
is payable, and there is no right of recourse to, or to the income of, settled property not
so appropriated, then without prejudice to subsection (5) below, the settled property
so appropriated shall, while the annuity is payable, and on the occasion of the death of
the person entitled to the annuity, be treated for the purposes of this section as being
settled property under a separate settlement.]

(5) If there is [F72an] interest in a part of the settled property and, where that is [F72an]
interest in income, there is no right of recourse to, or to the income of, the remainder of
the settled property, the part of the settled property in which the F73... interest subsists
shall while it subsists be treated for the purposes of this section as being settled
property under a separate settlement.
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[F74(6) An interest which is a disabled person's interest by virtue of section 89B(1)(a) or (b)
of the Inheritance Tax Act 1984 is to be treated as an interest in possession for the
purposes of this section.]

Textual Amendments
F66 Word in s. 72(1) substituted (with effect in accordance with Sch. 39 para. 5(4) of the amending Act) by

Finance Act 1996 (c. 8), Sch. 39 para. 5(2)
F67 S. 72(1A)-(1C) inserted (retrospective to 22.3.2006) by Finance Act 2006 (c. 25), Sch. 20 paras. 29(2),

30(2)
F68 Words in s. 72(1B)(a)(iii) substituted (with effect in accordance with s. 60(4) of the amending Act) by

Finance Act 2014 (c. 26), s. 60(2)(a)
F69 Word in s. 72(2) substituted (with effect in accordance with Sch. 39 para. 5(4) of the amending Act) by

Finance Act 1996 (c. 8), Sch. 39 para. 5(2)
F70 S. 72(2A) inserted (retrospective to 22.3.2006) by Finance Act 2006 (c. 25), Sch. 20 paras. 29(2),

30(3)
F71 S. 72(3)(4) substituted (with effect in accordance with Sch. 39 para. 5(4) of the amending Act) by

Finance Act 1996 (c. 8), Sch. 39 para. 5(3)
F72 Word in s. 72(5) substituted (with effect in accordance with Sch. 39 para. 5(4) of the amending Act) by

Finance Act 1996 (c. 8), Sch. 39 para. 5(2)
F73 Word in s. 72(5) repealed (with effect in accordance with Sch. 39 para. 5(4) of the amending Act) by

Finance Act 1996 (c. 8), Sch. 39 para. 5(2), Sch. 41 Pt. VIII(4)
F74 S. 72(6) inserted (with effect in accordance with s. 60(4) of the amending Act) by Finance Act 2014

(c. 26), s. 60(2)(b)

73 Death of life tenant: exclusion of chargeable gain.

(1) Where, by virtue of section 71(1), the assets forming part of any settled property are
deemed to be disposed of and reacquired by the trustee on the occasion when a person
becomes (or would but for a disability become) absolutely entitled thereto as against
the trustee, then, if that occasion is the [F75death of a person entitled to an interest in
possession in the settled property]—

(a) no chargeable gain shall accrue on the disposal, and
(b) if on the death the property reverts to the disponer, the disposal and

reacquisition under that subsection shall be deemed to be for such
consideration as to secure that neither a gain nor a loss accrues to the trustee,
and shall, if the trustee had first acquired the property at a date earlier than
[F7631 March 1982], be deemed to be at that earlier date.

[F77(1A) Subsection (1)(b) above shall be treated as having effect in relation to a sub-fund
settlement if the property does not revert to the trustees of the principal settlement in
relation to that sub-fund settlement by reason only that—

(a) a sub-fund election is or has been made in respect of another sub-fund of the
principal settlement, and

(b) the property becomes comprised in that other sub-fund settlement on the death
of the person entitled to the interest in possession.]

(2) Where the F78... interest referred to in subsection (1) above is an interest in part only of
the settled property to which section 71 applies, subsection (1)(a) above shall not apply
but any chargeable gain accruing on the disposal shall be reduced by a proportion
corresponding to that represented by the part.
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[F79(2A) Where the interest in possession referred to in subsection (1) above is one to which the
person becomes entitled on or after 22nd March 2006, subsections (1) and (2) above
apply in relation to that interest only if—

(a) immediately before the person's death, the interest falls within section 72(1B),
or

(b) the person dies under the age of 18 years and, immediately before the person's
death, section 71D of the Inheritance Tax Act 1984 (age 18-to-25 trusts)
applies to the property in which the interest subsists.]

(3) The last sentence of subsection (1) of section 72 and [F80subsections (3) [F81to (6)] of
that section shall apply for the purposes of this section] as they apply for the purposes
of section 72(1).

Textual Amendments
F75 Words in s. 73(1) substituted (with effect in accordance with Sch. 39 para. 6(5) of the amending Act)

by Finance Act 1996 (c. 8), Sch. 39 para. 6(2)
F76 Words in s. 73(1) substituted (with effect in accordance with Sch. 2 para. 71 of the amending Act) by

Finance Act 2008 (c. 9), Sch. 2 para. 61
F77 S. 73(1A) inserted (with effect in accordance with Sch. 12 para. 45 of the amending Act) by Finance

Act 2006 (c. 25), Sch. 12 para. 42
F78 Word in s. 73(2) repealed (with effect in accordance with Sch. 39 para. 6(5) of the amending Act) by

Finance Act 1996 (c. 8), Sch. 39 para. 6(3), Sch. 41 Pt. VIII(4)
F79 S. 73(2A) inserted (retrospective to 22.3.2006) by Finance Act 2006 (c. 25), Sch. 20 paras. 29(2), 31
F80 Words in s. 73(3) substituted (with effect in accordance with Sch. 39 para. 6(5) of the amending Act)

by Finance Act 1996 (c. 8), Sch. 39 para. 6(4)
F81 Words in s. 73(3) substituted (with effect in accordance with s. 60(4) of the amending Act) by Finance

Act 2014 (c. 26), s. 60(3)

74 Effect on sections 72 and 73 of relief under section 165 or 260.

(1) This section applies where—
(a) a claim for relief was made under section 165 or 260 in respect of the disposal

of an asset to a trustee, and
(b) the trustee is deemed to have disposed of the asset, or part of it, by virtue of

section 71(1) or 72(1)(a).

(2) Sections 72(1)(b) and 73(1)(a) shall not apply to the disposal of the asset or part by
the trustee, but any chargeable gain accruing to the trustee on the disposal shall be
restricted to the amount of the held-over gain (or a corresponding part of it) on the
disposal of the asset to him.

(3) Subsection (2) above shall not have effect in a case within section 73(2) but in such
a case the reduction provided for by section 73(2) shall be diminished by an amount
equal to the proportion there mentioned of the held-over gain.

(4) In this section “held-over gain” has the same meaning as in section 165 or, as the case
may be, 260.

75 Death of annuitant.
F82. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
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Textual Amendments
F82 S. 75 repealed (with effect in accordance with Sch. 39 of the amending Act) by Finance Act 1996

(c. 8), Sch. 41 Pt. VIII(4)

76 Disposal of interests in settled property.

(1) [F83Subject to subsection (1A) below] No chargeable gain shall accrue on the disposal
of an interest created by or arising under a settlement (including, in particular, an
annuity or life interest, and the reversion to an annuity or life interest) by the person
for whose benefit the interest was created by the terms of the settlement or by any
other person except one who acquired, or derives his title from one who acquired,
the interest for a consideration in money or money’s worth, other than consideration
consisting of another interest under the settlement.

[F84(1A) Subject to subsection (3) below, subsection (1) above does not apply if—
(a) the settlement falls within subsection (1B) below; or
(b) the property comprised in the settlement is or includes property deriving

directly or indirectly from a settlement falling within that subsection.

(1B) A settlement falls within this subsection if there has been a time when the trustees of
that settlement—

(a) were [F85[F86not resident] in the United Kingdom]; or
(b) fell to be regarded for the purposes of any double taxation relief arrangements

as resident in a territory outside the United Kingdom.]

(2) Subject to subsection (1) above, where a person who has acquired an interest in settled
property (including in particular the reversion to an annuity or life interest) becomes,
as the holder of that interest, absolutely entitled as against the trustee to any settled
property, he shall be treated as disposing of the interest in consideration of obtaining
that settled property (but without prejudice to any gain accruing to the trustee on the
disposal of that property deemed to be effected by him under section 71(1)).

[F87(3) Subsection (1A) above shall not prevent subsection (1) above from applying where
the disposal in question is a disposal in consideration of obtaining settled property that
is treated as made under subsection (2) above.]

Textual Amendments
F83 Words in s. 76(1) inserted (with effect in accordance with s. 128(4) of the amending Act) by Finance

Act 1998 (c. 36), s. 128(1)(a)
F84 S. 76(1A)(1B) inserted (with effect in accordance with s. 128(4) of the amending Act) by Finance Act

1998 (c. 36), s. 128(1)(b)(2)
F85 Words in s. 76(1B)(a) substituted (with effect in accordance with Sch. 12 para. 30(4) of the amending

Act) by Finance Act 2006 (c. 25), Sch. 12 para. 30(1)(2)(a)
F86 Words in s. 76(1B)(a) substituted (with effect in accordance with Sch. 46 para. 112 of the amending

Act) by Finance Act 2013 (c. 29), Sch. 46 para. 83
F87 S. 76(3) inserted (with effect in accordance with s. 128(4) of the amending Act) by Finance Act 1998

(c. 36), s. 128(1)(c)(3)
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Modifications etc. (not altering text)
C6 S. 76(1) excluded (27.7.1993) by 1993 c. 37, s. 12, Sch. 2 Pt. I para. 21(2)(e)

[F8876A Disposal of interest in settled property: deemed disposal of underlying assets.

Schedule 4A to this Act has effect with respect to disposals for consideration of an
interest in settled property.]

Textual Amendments
F88 S. 76A inserted (with application in accordance with s. 91(3) of the amending Act) by Finance Act

2000 (c. 17), s. 91(1)

[F8976B Transfers of value by trustees linked with trustee borrowing.

Schedule 4B to this Act has effect with respect to transfers of value by trustees that
are, in accordance with the Schedule, treated as linked with trustee borrowing.]

Textual Amendments
F89 S. 76B inserted (with effect in accordance with s. 92(5) of the amending Act) by Finance Act 2000

(c. 17), s. 92(1)

F9077 Charge on settlor with interest in settlement.

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Textual Amendments
F90 Ss. 77-79 omitted (with effect in accordance with Sch. 2 para. 22 of the amending Act) by virtue of

Finance Act 2008 (c. 9), Sch. 2 para. 5

F9078 Right of recovery.

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Textual Amendments
F90 Ss. 77-79 omitted (with effect in accordance with Sch. 2 para. 22 of the amending Act) by virtue of

Finance Act 2008 (c. 9), Sch. 2 para. 5

F9079 Provisions supplemental to sections 77 and 78.

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
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Textual Amendments
F90 Ss. 77-79 omitted (with effect in accordance with Sch. 2 para. 22 of the amending Act) by virtue of

Finance Act 2008 (c. 9), Sch. 2 para. 5

[F9179A Restriction on set-off of trust losses.

(1) This section applies to a chargeable gain accruing to the trustees of a settlement
where—

(a) in computing the gain, the allowable expenditure is reduced in consequence,
directly or indirectly, of a claim to gifts relief in relation to an earlier disposal
to the trustees;

(b) the transferor on that earlier disposal, or any person connected with the
transferor, has at any time—

(i) acquired an interest in the settled property, or
(ii) entered into an arrangement to acquire such an interest; and

(c) in connection with that acquisition or arrangement any person has at any time
received, or become entitled to receive, any consideration.

(2) Where this section applies to a chargeable gain, no allowable losses accruing to the
trustees (in the year in which the gain accrues or any earlier year) may be set against
the gain.

This applies to the whole of the chargeable gain (and not just the element deferred as
a result of the claim to gifts relief).

(3) In this section—
(a) “gifts relief” means relief under section 165 or 260; and
(b) references to losses not being allowed to be set against a chargeable gain are

to the losses not being allowed as a deduction against chargeable gains to the
extent that they include that gain.

(4) The references in subsection (1)(b) above to an interest in settled property have the
same meaning as in Schedule 4A.]

Textual Amendments
F91 S. 79A inserted (with application in accordance with s. 93(2) of the amending Act) by Finance Act

2000 (c. 17), s. 93(1)

[F9279B Attribution to trustees of gains of non-resident companies.

(1) This section applies where [F93the] trustees of a settlement are participators—
(a) in a close company, or
(b) in a company that is not resident in the United Kingdom but would be a close

company if it were resident in the United Kingdom.

For this purpose “participator” has the same meaning as in [F94section 3 (see
section 3B)].
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(2) Where this section applies, nothing in any double taxation relief arrangements shall
be read as preventing a charge to tax arising by virtue of the attribution to the trustees
under [F95section 3], by reason of their participation in the company mentioned in
subsection (1) above, of any part of a chargeable gain accruing to a company that is
not resident in the United Kingdom.

(3) Where this section applies and—
(a) a chargeable gain accrues to a company that is not resident in the United

Kingdom but would be a close company if it were resident in the United
Kingdom, and

(b) all or part of the chargeable gain is treated under [F96section 3] as accruing to
a close company which is not chargeable to corporation tax in respect of the
gain by reason of double taxation relief arrangements, and

(c) had the company mentioned in paragraph (b) (and any other relevant
company) not been resident in the United Kingdom, all or part of the
chargeable gain would have been attributed to the trustees by reason of their
participation in the company mentioned in subsection (1) above,

[F97section 3(7)] shall apply as if the company mentioned in paragraph (b) above (and
any other relevant company) were not resident in the United Kingdom.

(4) The references in subsection (3) above to “any other relevant company" are to any
other company which if it were not resident in the United Kingdom would be a
company in relation to which [F98section 3(7)] applied with the result that all or part
of the chargeable gain was attributed to the trustees as mentioned in that subsection.]

Textual Amendments
F92 S. 79B inserted (with application in accordance with s. 94(2) of the amending Act) by Finance Act

2000 (c. 17), s. 94(1)
F93 Word in s. 79B(1) inserted (with effect in accordance with Sch. 12 para. 14(2) of the amending Act) by

Finance Act 2006 (c. 25), Sch. 12 para. 14(1)
F94 Words in s. 79B(1) substituted (with effect in accordance with Sch. 1 paras. 120, 123 of the amending

Act) by Finance Act 2019 (c. 1), Sch. 1 para. 30(2)
F95 Words in s. 79B(2) substituted (with effect in accordance with Sch. 1 paras. 120, 123 of the amending

Act) by Finance Act 2019 (c. 1), Sch. 1 para. 30(3)
F96 Words in s. 79B(3) substituted (with effect in accordance with Sch. 1 paras. 120, 123 of the amending

Act) by Finance Act 2019 (c. 1), Sch. 1 para. 30(4)(a)
F97 Words in s. 79B(3) substituted (with effect in accordance with Sch. 1 paras. 120, 123 of the amending

Act) by Finance Act 2019 (c. 1), Sch. 1 para. 30(4)(b)
F98 Words in s. 79B(4) substituted (with effect in accordance with Sch. 1 paras. 120, 123 of the amending

Act) by Finance Act 2019 (c. 1), Sch. 1 para. 30(5)

Migration of settlements, non-resident settlements and dual resident settlements

80 Trustees ceasing to be resident in U.K.

(1) This section applies if the trustees of a settlement become at any time (“the relevant
time”) [F99not resident] in the United Kingdom.

(2) The trustees shall be deemed for all purposes of this Act—
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(a) to have disposed of the defined assets immediately before the relevant time,
and

(b) immediately to have reacquired them,
at their market value at that time.

(3) Subject to subsections (4) and (5) below, the defined assets are all assets constituting
settled property of the settlement immediately before the relevant time.

(4) If immediately after the relevant time—
(a) the trustees carry on a trade in the United Kingdom through a branch or

agency, and
(b) any assets are situated in the United Kingdom and either used in or for the

purposes of the trade or used or held for the purposes of the branch or agency,
the assets falling within paragraph (b) above shall not be defined assets.

(5) Assets shall not be defined assets if—
(a) they are of a description specified in any double taxation relief arrangements,

and
(b) were the trustees to dispose of them immediately before the relevant time, the

trustees would fall to be regarded for the purposes of the arrangements as not
liable in the United Kingdom to tax on gains accruing to them on the disposal.

(6) Section 152 shall not apply where the trustees—
(a) have disposed of the old assets, or their interest in them, before the relevant

time, and
(b) acquire the new assets, or their interest in them, after that time,

unless the new assets are excepted from this subsection by subsection (7) below.

(7) If at the time when the new assets are acquired—
(a) the trustees carry on a trade in the United Kingdom through a branch or

agency, and
(b) any new assets are situated in the United Kingdom and either used in or for the

purposes of the trade or used or held for the purposes of the branch or agency,
the assets falling within paragraph (b) above shall be excepted from subsection (6)
above.

(8) In this section “the old assets” and “the new assets” have the same meanings as in
section 152.

Textual Amendments
F99 Words in s. 80(1) substituted (with effect in accordance with Sch. 46 para. 112 of the amending Act)

by Finance Act 2013 (c. 29), Sch. 46 para. 84

Modifications etc. (not altering text)
C7 S. 80(4)(a)(b) modified (with effect in accordance with s. 153(4) of the amending Act) by Finance Act

2003 (c. 14), s. 153(2)(b)
C8 S. 80(7)(b) modified (with effect in accordance with s. 153(4) of the amending Act) by Finance Act

2003 (c. 14), s. 153(2)(b)

http://www.legislation.gov.uk/id/ukpga/2013/29
http://www.legislation.gov.uk/id/ukpga/2013/29/schedule/46/paragraph/84
http://www.legislation.gov.uk/id/ukpga/2003/14
http://www.legislation.gov.uk/id/ukpga/2003/14
http://www.legislation.gov.uk/id/ukpga/2003/14/section/153/2/b
http://www.legislation.gov.uk/id/ukpga/2003/14
http://www.legislation.gov.uk/id/ukpga/2003/14
http://www.legislation.gov.uk/id/ukpga/2003/14/section/153/2/b


30 Taxation of Chargeable Gains Act 1992 (c. 12)
Part III – Individuals, partnerships, trusts and collective investment schemes etc

Chapter II – Settlements
Document Generated: 2024-04-08

Changes to legislation: Taxation of Chargeable Gains Act 1992, Part III is up to date with all changes known to be in force
on or before 08 April 2024. There are changes that may be brought into force at a future date. Changes that have been made

appear in the content and are referenced with annotations. (See end of Document for details) View outstanding changes

[F10080APostponing gain or loss under section 80(2): interests in UK land

(1) This section applies if—
(a) an interest in UK land is deemed to have been disposed of under section 80(2)

by trustees of a settlement at any time, and
(b) the trustees make an election under this subsection.

(2) The gain or loss that, but for this subsection, would have accrued to the trustees at that
time is not to accrue at that time.

(3) But, on a subsequent disposal by the trustees of the whole or part of the interest in
UK land, the whole or a corresponding part of the gain or loss is treated as accruing
on the subsequent disposal.

(4) This gain or loss is in addition to any gain or loss that actually accrues on the
subsequent disposal.

(5) In this section “interest in UK land” has the meaning given by section 1C.]

Textual Amendments
F100 S. 80A substituted (with effect in accordance with Sch. 1 paras. 120, 123 of the amending Act) by

Finance Act 2019 (c. 1), Sch. 1 para. 31

81 Death of trustee: special rules.

(1) Subsection (2) below applies where—
(a) section 80 applies as a result of the death of a trustee of the settlement, and
(b) within the period of 6 months beginning with the death, the trustees of the

settlement become resident F101... in the United Kingdom.

(2) That section shall apply as if the defined assets were restricted to such assets (if any)
as—

(a) would be defined assets apart from this section, and
(b) fall within subsection (3) or (4) below.

(3) Assets fall within this subsection if they were disposed of by the trustees in the period
which—

(a) begins with the death, and
(b) ends when the trustees become resident F102... in the United Kingdom.

(4) Assets fall within this subsection if—
(a) they are of a description specified in any double taxation relief arrangements,
(b) they constitute settled property of the settlement at the time immediately after

the trustees become resident F103... in the United Kingdom, and
(c) were the trustees to dispose of them at that time, the trustees would fall to

be regarded for the purposes of the arrangements as not liable in the United
Kingdom to tax on gains accruing to them on the disposal.

(5) Subsection (6) below applies where—
(a) at any time the trustees of a settlement become resident F104... in the United

Kingdom as a result of the death of a trustee of the settlement, and
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(b) section 80 applies as regards the trustees of the settlement in circumstances
where the relevant time (within the meaning of that section) falls within the
period of 6 months beginning with the death.

(6) That section shall apply as if the defined assets were restricted to such assets (if any)
as—

(a) would be defined assets apart from this section, and
(b) fall within subsection (7) below.

(7) Assets fall within this subsection if—
(a) the trustees acquired them in the period beginning with the death and ending

with the relevant time, and
(b) they acquired them as a result of a disposal in respect of which relief is given

under section 165 or in relation to which section 260(3) applies.

Textual Amendments
F101 Words in s. 81(1)(b) omitted (with effect in accordance with Sch. 46 para. 112 of the amending Act) by

virtue of Finance Act 2013 (c. 29), Sch. 46 para. 85(2)
F102 Words in s. 81(3)(b) omitted (with effect in accordance with Sch. 46 para. 112 of the amending Act) by

virtue of Finance Act 2013 (c. 29), Sch. 46 para. 85(3)
F103 Words in s. 81(4)(b) omitted (with effect in accordance with Sch. 46 para. 112 of the amending Act) by

virtue of Finance Act 2013 (c. 29), Sch. 46 para. 85(4)
F104 Words in s. 81(5)(a) omitted (with effect in accordance with Sch. 46 para. 112 of the amending Act) by

virtue of Finance Act 2013 (c. 29), Sch. 46 para. 85(5)

82 Past trustees: liability for tax.

(1) This section applies where—
(a) section 80 applies as regards the trustees of a settlement (“the migrating

trustees”), and
(b) any capital gains tax which is payable by the migrating trustees by virtue

of section 80(2) is not paid within 6 months from the time when it became
payable.

(2) The Board may, at any time before the end of the period of 3 years beginning with the
time when the amount of the tax is finally determined, serve on any person to whom
subsection (3) below applies a notice—

(a) stating particulars of the tax payable, the amount remaining unpaid and the
date when it became payable;

(b) stating particulars of any interest payable on the tax, any amount remaining
unpaid and the date when it became payable;

(c) requiring that person to pay the amount of the unpaid tax, or the aggregate
amount of the unpaid tax and the unpaid interest, within 30 days of the service
of the notice.

(3) This subsection applies to any person who, at any time within the relevant period, was
a trustee of the settlement, except that it does not apply to any such person if—

(a) he ceased to be a trustee of the settlement before the end of the relevant period,
and
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(b) he shows that, when he ceased to be a trustee of the settlement, there was
no proposal that the trustees might [F105cease to be resident] in the United
Kingdom.

(4) Any amount which a person is required to pay by a notice under this section may
be recovered from him as if it were tax due and duly demanded of him; and he may
recover any such amount paid by him from the migrating trustees.

(5) A payment in pursuance of a notice under this section shall not be allowed as a
deduction in computing any income, profits or losses for any tax purposes.

(6) For the purposes of this section—
(a) where the relevant time (within the meaning of section 80) falls within the

period of 12 months beginning with 19th March 1991, the relevant period is
the period beginning with that date and ending with that time;

(b) in any other case, the relevant period is the period of 12 months ending with
the relevant time.

Textual Amendments
F105 Words in s. 82(3)(b) substituted (with effect in accordance with Sch. 46 para. 112 of the amending Act)

by Finance Act 2013 (c. 29), Sch. 46 para. 86

83 Trustees ceasing to be liable to U.K. tax.

(1) This section applies if the trustees of a settlement, while continuing to be resident F106...
in the United Kingdom, become at any time (“the time concerned”) trustees who fall
to be regarded for the purposes of any double taxation relief arrangements—

(a) as resident in a territory outside the United Kingdom, and
(b) as not liable in the United Kingdom to tax on gains accruing on disposals of

assets (“relevant assets”) which constitute settled property of the settlement
and fall within descriptions specified in the arrangements.

(2) The trustees shall be deemed for all purposes of this Act—
(a) to have disposed of their relevant assets immediately before the time

concerned, and
(b) immediately to have reacquired them,

at their market value at that time.

Textual Amendments
F106 Words in s. 83(1) omitted (with effect in accordance with Sch. 46 para. 112 of the amending Act) by

virtue of Finance Act 2013 (c. 29), Sch. 46 para. 87

[F10783A Trustees both resident and non-resident in a year of assessment

(1) This section applies if a chargeable gain accrues to the trustees of a settlement on the
disposal by them of an asset in a year of assessment and the trustees—

(a) are within the charge to capital gains tax in that year of assessment, but
(b) are non-UK resident at the time of the disposal.
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(2) Where this section applies, nothing in any double taxation relief arrangements shall
be read as preventing the trustees from being chargeable to capital gains tax (or as
preventing a charge to tax arising, whether or not on the trustees) by virtue of the
accrual of that gain.

(3) For the purposes of this section the trustees of a settlement are within the charge to
capital gains tax in a year of assessment—

(a) if, during any part of that year of assessment, they are resident F108... in the
United Kingdom and not Treaty non-resident, F109...

F110(b) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

(4) For the purposes of this section the trustees of a settlement are non-UK resident at a
particular time if, at that time,—

(a) they are [F111not resident] in the United Kingdom, or
(b) they are [F112resident F113... in the United Kingdom] but are Treaty non-resident.

F114(5) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ]

Textual Amendments
F107 S. 83A inserted (with effect in accordance with s. 33(2) of the amending Act) by Finance (No. 2) Act

2005 (c. 22), s. 33(1)
F108 Words in s. 83A(3)(a) omitted (with effect in accordance with Sch. 46 para. 112 of the amending Act)

by virtue of Finance Act 2013 (c. 29), Sch. 46 para. 88(2)
F109 Word in s. 83A(3)(a) repealed (6.4.2007) by Finance Act 2006 (c. 25), Sch. 12 paras. 32(a)(ii), 33,

Sch. 26 Pt. 3(15)
F110 S. 83A(3)(b) repealed (6.4.2007) by Finance Act 2006 (c. 25), Sch. 12 paras. 32(b), 33, Sch. 26 Pt.

3(15)
F111 Words in s. 83A(4)(a) substituted (with effect in accordance with Sch. 46 para. 112 of the amending

Act) by Finance Act 2013 (c. 29), Sch. 46 para. 88(3)(a)
F112 Words in s. 83A(4)(b) substituted (with effect in accordance with Sch. 12 para. 34(3) of the amending

Act) by Finance Act 2006 (c. 25), Sch. 12 para. 34(1)(2)(a)
F113 Words in s. 83A(4)(b) omitted (with effect in accordance with Sch. 46 para. 112 of the amending Act)

by virtue of Finance Act 2013 (c. 29), Sch. 46 para. 88(3)(b)
F114 S. 83A(5) repealed (with effect in accordance with s. 74(6) of the amending Act) by Finance Act 2006

(c. 25), s. 74(4)(b), Sch. 26 Pt. 3(11)

84 Acquisition by dual resident trustees.

(1) Section 152 shall not apply where—
(a) the new assets are, or the interest in them is, acquired by the trustees of a

settlement,
(b) at the time of the acquisition the trustees are resident F115... in the United

Kingdom and fall to be regarded for the purposes of any double taxation relief
arrangements as resident in a territory outside the United Kingdom,

(c) the assets are of a description specified in the arrangements, and
(d) were the trustees to dispose of the assets immediately after the acquisition, the

trustees would fall to be regarded for the purposes of the arrangements as not
liable in the United Kingdom to tax on gains accruing to them on the disposal.

(2) In this section “the new assets” has the same meaning as in section 152.
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Textual Amendments
F115 Words in s. 84(1)(b) omitted (with effect in accordance with Sch. 46 para. 112 of the amending Act) by

virtue of Finance Act 2013 (c. 29), Sch. 46 para. 89

85 Disposal of interests in non-resident settlements.

(1) Subsection (1) of section 76 shall not apply to the disposal of an interest in settled
property, other than one treated under subsection (2) of that section as made in
consideration of obtaining the settled property, if at the time of the disposal the trustees
are [F116not resident] in the United Kingdom.

(2) [F117Subject to subsections (4), (9) and (10) below,] subsection (3) below applies
where—

(a) section 80 applies as regards the trustees of a settlement,
(b) after the relevant time (within the meaning of that section) a person disposes

of an interest created by or arising under the settlement and the circumstances
are such that subsection (1) above prevents section 76(1) applying, and

(c) the interest was created for his benefit, or he otherwise acquired it, before the
relevant time.

(3) For the purpose of calculating any chargeable gain accruing on the disposal of the
interest, the person disposing of it shall be treated as having—

(a) disposed of it immediately before the relevant time, and
(b) immediately reacquired it,

at its market value at that time.

(4) Subsection (3) above shall not apply if section 83 applied as regards the trustees in
circumstances where the time concerned (within the meaning of that section) fell
before the time when the interest was created for the benefit of the person disposing
of it or when he otherwise acquired it.

(5) [F118Subject to subsection (10) below,] Subsection (7) below applies where—
(a) section 80 applies as regards the trustees of a settlement,
(b) after the relevant time (within the meaning of that section) a person disposes

of an interest created by or arising under the settlement and the circumstances
are such that subsection (1) above prevents section 76(1) applying,

(c) the interest was created for his benefit, or he otherwise acquired it, before the
relevant time, and

(d) section 83 applied as regards the trustees in circumstances where the time
concerned (within the meaning of that section) fell in the relevant period.

(6) The relevant period is the period which—
(a) begins when the interest was created for the benefit of the person disposing

of it or when he otherwise acquired it, and
(b) ends with the relevant time.

(7) For the purpose of calculating any chargeable gain accruing on the disposal of the
interest, the person disposing of it shall be treated as having—

(a) disposed of it immediately before the time found under subsection (8) below,
and

http://www.legislation.gov.uk/id/ukpga/2013/29
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(b) immediately reacquired it,
at its market value at that time.

(8) The time is—
(a) the time concerned (where there is only one such time), or
(b) the earliest time concerned (where there is more than one because section 83

applied more than once).

(9) Subsection (3) above shall not apply where subsection (7) above applies.

[F119(10) Subsection (3) or (7) above does not apply to the disposal of an interest created by or
arising under a settlement which has relevant offshore gains at the material time.

The material time is—
(a) in relation to subsection (3) above, the relevant time within the meaning of

section 80;
(b) in relation to subsection (7) above, the time found under subsection (8) above.

(11) For the purposes of subsection (10) above, a settlement has relevant offshore gains
at any time if, were the year of assessment to end at that time, [F120chargeable gains
would be treated under section 89(2) or paragraph 8 of Schedule 4C as accruing in the
following year of assessment to a beneficiary who received a capital payment from
the trustees of the settlement in that year.]]

Textual Amendments
F116 Words in s. 85(1) substituted (with effect in accordance with Sch. 46 para. 112 of the amending Act)

by Finance Act 2013 (c. 29), Sch. 46 para. 90
F117 Words in s. 85(2) substituted (with effect in accordance with s. 95(5) of the amending Act) by Finance

Act 2000 (c. 17), s. 95(2)
F118 Words in s. 85(5) inserted (with effect in accordance with s. 95(5) of the amending Act) by Finance

Act 2000 (c. 17), s. 95(3)
F119 S. 85(10)(11) added (with effect in accordance with s. 95(5) of the amending Act) by Finance Act

2000 (c. 17), s. 95(4)
F120 Words in s. 85(11) substituted (with effect in accordance with Sch. 7 para. 115 of the amending Act)

by Finance Act 2008 (c. 9), Sch. 7 para. 107

[F12185ATransfers of value: attribution of gains to beneficiaries and treatment of losses

(1) Schedule 4C to this Act has effect with respect to the attribution of gains to
beneficiaries where there has been a transfer of value to which Schedule 4B applies.

(2) Sections 86A to 95 have effect subject to the provisions of Schedule 4C.

[F122(2A) For the purposes of sections 87 to 89, no account is to be taken of [F123any section 1(3)
amount] in a Schedule 4C pool (see paragraph 1 of Schedule 4C).]

[F124(3) When calculating the [F125section 1(3) amount] for a settlement for a tax year (within
the meaning of section 87), no account is to be taken of any chargeable gains or
allowable losses accruing by virtue of Schedule 4B.

Nothing in this subsection affects any increase in a [F123section 1(3) amount] by virtue
of paragraph 1(3A) or 7B(2)(b) of Schedule 4C.]
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(4) No account shall be taken of any chargeable gains or allowable losses to which sections
87 to 89 apply in computing the gains or losses accruing by virtue of Schedule 4B.]

Textual Amendments
F121 S. 85A substituted (10.7.2003) by Finance Act 2003 (c. 14), s. 163(1) (with s. 163(4)-(6))
F122 S. 85A(2A) inserted (with effect in accordance with Sch. 7 para. 147 of the amending Act) by Finance

Act 2008 (c. 9), Sch. 7 para. 129(2) (with Sch. 7 para. 155)
F123 Words in s. 85A(2A) substituted (with effect in accordance with Sch. 1 paras. 120, 123 of the

amending Act) by Finance Act 2019 (c. 1), Sch. 1 para. 32(a)
F124 S. 85A(3) substituted (with effect in accordance with Sch. 7 para. 147 of the amending Act) by

Finance Act 2008 (c. 9), Sch. 7 para. 129(3) (with Sch. 7 para. 155)
F125 Words in s. 85A(3) substituted (with effect in accordance with Sch. 1 paras. 120, 123 of the amending

Act) by Finance Act 2019 (c. 1), Sch. 1 para. 32(b)

86 Attribution of gains to settlors with interest in non-resident or dual resident
settlements.

(1) This section applies where the following conditions are fulfilled as regards a settlement
in a particular year of assessment—

(a) the settlement is a qualifying settlement in the year;
(b) the trustees of the settlement fulfil the condition as to residence specified in

subsection (2) below;
(c) a person who is a settlor in relation to the settlement (“the settlor”) is domiciled

in the United Kingdom at some time in the year and is [F126resident in the
United Kingdom for the year];

(d) at any time during the year the settlor has an interest in the settlement;
(e) by virtue of disposals of any of the settled property originating from the settlor,

there is an amount on which the trustees would be chargeable to tax for the
year under [F127section 1(3)][F128if the assumption as to residence specified in
subsection (3) below were made;]

(f) paragraph 3, 4 or 5 of Schedule 5 does not prevent this section applying.

[F129(2) The condition as to residence is that—
(a) there is no time in the year when the trustees are resident in the United

Kingdom, or
(b) there is such a time but, whenever the trustees are resident in the United

Kingdom during the year, they fall to be regarded for the purposes of any
double taxation relief arrangements as resident in a territory outside the United
Kingdom.]

(3) Where subsection (2)(a) above applies, the assumption as to residence is that the
trustees are [F130resident F131... in the United Kingdom] throughout the year; and where
subsection (2)(b) above applies, the assumption as to residence is that the double
taxation relief arrangements do not apply.

[F132(3A) Section 835BA of ITA 2007 (deemed domicile) applies for the purposes of
subsection (1)(c).]

(4) Where this section applies—
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(a) chargeable gains of an amount equal to that referred to in subsection (1)(e)
above shall be treated as accruing to the settlor in the year [F133or if, as respects
the settlor, the year is a split year, in the UK part of that year], and

(b) those gains shall be treated as forming the highest part of the amount on which
he is chargeable to capital gains tax for the year.

[F134(4ZA) Where (apart from this subsection) the amount mentioned in subsection (1)(e) would
include a chargeable gain or allowable loss to which section 1A(3)(b) or (c) applies
(disposals by non-UK residents within the charge to capital gains tax), so much of
the gain or loss as would be so included is to be disregarded for the purposes of
subsection (1)(e).]

[F135(4ZB) Where (apart from this subsection) the amount mentioned in subsection (1)(e) would
include an amount of chargeable gains treated as accruing under section 103KA(2)
or (3) (carried interest gains), the amount of the gains is to be disregarded for the
purposes of subsection (1)(e).]

F136(4A) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

(5) Schedule 5 (which contains provisions supplementary to this section) shall have effect.

Textual Amendments
F126 Words in s. 86(1)(c) substituted (with effect in accordance with Sch. 46 para. 112 of the amending Act)

by Finance Act 2013 (c. 29), Sch. 46 para. 91(2)
F127 Words in s. 86(1)(e) substituted (with effect in accordance with Sch. 1 paras. 120, 123 of the amending

Act) by Finance Act 2019 (c. 1), Sch. 1 para. 33(2)
F128 Words in s. 86(1)(e) substituted (with effect in accordance with Sch. 2 para. 56(3) of the amending

Act) by Finance Act 2008 (c. 9), Sch. 2 para. 30
F129 S. 86(2) substituted (with effect in accordance with Sch. 46 para. 112 of the amending Act) by Finance

Act 2013 (c. 29), Sch. 46 para. 91(3)
F130 Words in s. 86(3) substituted (with effect in accordance with Sch. 12 para. 34(3) of the amending Act)

by Finance Act 2006 (c. 25), Sch. 12 para. 34(1)(2)(c)
F131 Words in s. 86(3) omitted (with effect in accordance with Sch. 46 para. 112 of the amending Act) by

virtue of Finance Act 2013 (c. 29), Sch. 46 para. 91(4)
F132 S. 86(3A) inserted (with effect in accordance with Sch. 8 para. 7(2) of the amending Act) by Finance

(No. 2) Act 2017 (c. 32), Sch. 8 para. 7(1)
F133 Words in s. 86(4)(a) inserted (with effect in accordance with Sch. 45 para. 153(2) of the amending Act)

by Finance Act 2013 (c. 29), Sch. 45 para. 100
F134 S. 86(4ZA) substituted (with effect in accordance with Sch. 1 paras. 120, 123 of the amending Act) by

Finance Act 2019 (c. 1), Sch. 1 para. 33(3)
F135 S. 86(4ZB) inserted (with effect in accordance with s. 32(5) of the amending Act) by Finance (No. 2)

Act 2017 (c. 32), s. 32(3)
F136 S. 86(4A) repealed (with effect in accordance with Sch. 11 paras. 7, 8 of the amending Act) by Finance

Act 2002 (c. 23), Sch. 40 Pt. 3(4)

Modifications etc. (not altering text)
C9 S. 86 modified (with effect in accordance with Sch. 23 paras. 1(1), 2(1)(5)(6), 3(1)(4)(6) of the

amending Act) by Finance Act 1998 (c. 36), Sch. 23 paras. 1(2)(3), 2(2)-(4), 3(2)(3)
C10 S. 86(1)(e) modified (31.7.1998) by Finance Act 1998 (c. 36), s. 132(5)
C11 S. 86(1)(e) modified (31.7.1998) by Finance Act 1998 (c. 36), Sch. 23 para. 4(1)
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[F13886AAttribution of gains to settlor [F137where temporarily non-resident]

(1) Subsection (3) applies if—
(a) chargeable gains of an amount equal to the amount referred to in section 86(1)

(e) for a tax year (“year A”) are treated under [F139section 1M(3)] as accruing
to a settlor under section 86 in the period of return,

(b) there are amounts on which[F140, in the case of the settlement, individuals] are
charged to tax under section 87[F141, 87K, 87L] or 89(2) for one or more tax
years, each of which is earlier than the year of return, and

(c) those amounts are in respect of matched capital payments received F142... .

(2) A “matched” capital payment is a capital payment, all or part of which is matched
under section 87A with [F143the section 1(3) amount] for year A.

(3) The amount of the chargeable gains mentioned in subsection (1)(a) for year A that
are treated under [F144section 1M(3)] as accruing to the settlor under section 86 in the
period of return is to be reduced by the appropriate amount.

(4) The appropriate amount is—
(a) the sum of the amounts mentioned in subsection (1)(c) to the extent that

the matched capital payments are matched under section 87A with [F145the
section 1(3) amount] for year A, or

(b) if the property comprised in the settlement has at any time included property
not originating from the settlor, so much (if any) of that sum as, on a just and
reasonable apportionment, is properly referable to the settlor.

(5) If a reduction falls to be made under subsection (3) for the year of return, the deduction
to be made in accordance with section 87(4)(b) for the settlement for that year must
not be made until—

(a) all the reductions to be made under subsection (3) for that year for each settlor
have been made, and

(b) those reductions are to be made starting with the year immediately preceding
the year of return and working backwards.

(6) Subsection (7) applies if, with respect to year A, an amount remains to be treated under
[F146section 1M(3)] as accruing to any of the settlors in the period of return after having
made the reductions under subsection (3) with respect to year A.

(7) The aggregate of the amounts remaining to be so treated (for all of the settlors) is to
be applied in reducing so much of [F147the section 1(3) amount] for year A as has not
already been matched with a capital payment under section 87A for any year prior to
the year of return (but not so as to reduce [F147the section 1(3) amount] below zero).

(8) In this section—
(a) “the settlement” means the settlement in relation to which the settlor

mentioned in subsection (1)(a) is a settlor,
(b) a reference to “the settlors” or “each settlor” is to the settlors or each settlor

in relation to the settlement,
(c) “period of return” and “year of return” have the same meanings as in

[F148section 1M(3)], and
(d) paragraph 8 of Schedule 5 applies in construing the reference to property

originating from the settlor.]
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Textual Amendments
F137 Words in s. 86A heading substituted (with effect in accordance with Sch. 1 paras. 120, 123 of the

amending Act) by Finance Act 2019 (c. 1), Sch. 1 para. 34(9)
F138 S. 86A substituted (with effect in accordance with Sch. 45 para. 153(3) of the amending Act) by

Finance Act 2013 (c. 29), Sch. 45 para. 120
F139 Words in s. 86A(1)(a) substituted (with effect in accordance with Sch. 1 paras. 120, 123 of the

amending Act) by Finance Act 2019 (c. 1), Sch. 1 para. 34(2)
F140 Words in s. 86A(1)(b) substituted (15.3.2018) by Finance Act 2018 (c. 3), Sch. 10 para. 1(3)(a)(i)
F141 Words in s. 86A(1)(b) inserted (15.3.2018) by Finance Act 2018 (c. 3), Sch. 10 para. 1(3)(a)(ii)
F142 Words in s. 86A(1)(c) omitted (15.3.2018) by virtue of Finance Act 2018 (c. 3), Sch. 10 para. 1(3)(b)
F143 Words in s. 86A(2) substituted (with effect in accordance with Sch. 1 paras. 120, 123 of the amending

Act) by Finance Act 2019 (c. 1), Sch. 1 para. 34(3)
F144 Words in s. 86A(3) substituted (with effect in accordance with Sch. 1 paras. 120, 123 of the amending

Act) by Finance Act 2019 (c. 1), Sch. 1 para. 34(4)
F145 Words in s. 86A(4)(a) substituted (with effect in accordance with Sch. 1 paras. 120, 123 of the

amending Act) by Finance Act 2019 (c. 1), Sch. 1 para. 34(5)
F146 Words in s. 86A(6) substituted (with effect in accordance with Sch. 1 paras. 120, 123 of the amending

Act) by Finance Act 2019 (c. 1), Sch. 1 para. 34(6)
F147 Words in s. 86A(7) substituted (with effect in accordance with Sch. 1 paras. 120, 123 of the amending

Act) by Finance Act 2019 (c. 1), Sch. 1 para. 34(7)
F148 Words in s. 86A(8)(c) substituted (with effect in accordance with Sch. 1 paras. 120, 123 of the

amending Act) by Finance Act 2019 (c. 1), Sch. 1 para. 34(8)

[F14987 Non-UK resident settlements: attribution of gains to beneficiaries

(1) This section applies to a settlement for a tax year (“the relevant tax year”) if [F150there
is no time in that year when the trustees are resident in the United Kingdom].

(2) Chargeable gains are treated as accruing in the relevant tax year to a beneficiary of
the settlement who has received a capital payment from the trustees in the relevant
tax year or any earlier tax year if all or part of the capital payment is matched (under
section 87A as it applies for the relevant tax year) with [F151the section 1(3) amount]
for the relevant tax year or any earlier tax year.

[F152(2A) If the relevant tax year is a split year as respects the beneficiary, the gains are treated
as accruing in the UK part of that year.]

(3) The amount of chargeable gains treated as accruing is equal to—
(a) the amount of the capital payment, or
(b) if only part of the capital payment is matched, the amount of that part.

(4) [F153The section 1(3) amount] for a settlement for a tax year for which this section
applies to the settlement is—

(a) the amount upon which the trustees of the settlement would be chargeable
to tax under [F154section 1(3)] for that year if they were resident F155... in the
United Kingdom in that year, or

(b) if section 86 applies to the settlement for that year, the amount mentioned in
paragraph (a) minus the total amount of chargeable gains treated under that
section as accruing in that year.
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(5) [F156The section 1(3) amount] for a settlement for a tax year for which this section does
not apply to the settlement is nil.

[F157(5A) Where (apart from this subsection) the amount mentioned in subsection (4)(a) would
include a chargeable gain or allowable loss to which section 1A(3)(b) or (c) applies
(disposals by non-UK residents within the charge to capital gains tax), so much of
the gain or loss as would be so included is to be disregarded for the purposes of
determining the section 1(3) amount.]

[F158(5B) Where (apart from this subsection) the amount mentioned in subsection (4)(a) would
include an amount of chargeable gains treated as accruing under section 103KA(2) or
(3) (carried interest gains), the amount of the gains is to be disregarded for the purposes
of determining [F159the section 1(3) amount].]

(6) For the purposes of this section a settlement arising under a will or intestacy is treated
as made by the testator or intestate at the time of death.

F160(7) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ]

Textual Amendments
F149 Ss. 87-87C substituted for s. 87 (with effect in accordance with Sch. 7 para. 115 of the amending Act)

by Finance Act 2008 (c. 9), Sch. 7 para. 108 (with Sch. 7 paras. 116-119)
F150 Words in s. 87(1) substituted (with effect in accordance with Sch. 46 para. 112 of the amending Act)

by Finance Act 2013 (c. 29), Sch. 46 para. 92(2)
F151 Words in s. 87(2) substituted (with effect in accordance with Sch. 1 paras. 120, 123 of the amending

Act) by Finance Act 2019 (c. 1), Sch. 1 para. 35(2)
F152 S. 87(2A) inserted (with effect in accordance with Sch. 10 para. 1(13) of the amending Act) by

Finance Act 2018 (c. 3), Sch. 10 para. 1(4)(a)
F153 Words in s. 87(4) substituted (with effect in accordance with Sch. 1 paras. 120, 123 of the amending

Act) by Finance Act 2019 (c. 1), Sch. 1 para. 35(3)(a)
F154 Words in s. 87(4)(a) substituted (with effect in accordance with Sch. 1 paras. 120, 123 of the amending

Act) by Finance Act 2019 (c. 1), Sch. 1 para. 35(3)(b)
F155 Words in s. 87(4)(a) omitted (with effect in accordance with Sch. 46 para. 112 of the amending Act) by

virtue of Finance Act 2013 (c. 29), Sch. 46 para. 92(3)
F156 Words in s. 87(5) substituted (with effect in accordance with Sch. 1 paras. 120, 123 of the amending

Act) by Finance Act 2019 (c. 1), Sch. 1 para. 35(4)
F157 S. 87(5A) substituted (with effect in accordance with Sch. 1 paras. 120, 123 of the amending Act) by

Finance Act 2019 (c. 1), Sch. 1 para. 35(5)
F158 S. 87(5B) inserted (with effect in accordance with s. 32(5) of the amending Act) by Finance (No. 2)

Act 2017 (c. 32), s. 32(4)
F159 Words in s. 87(5B) substituted (with effect in accordance with Sch. 1 paras. 120, 123 of the amending

Act) by Finance Act 2019 (c. 1), Sch. 1 para. 35(6)
F160 S. 87(7) omitted (with effect in accordance with Sch. 10 para. 1(13) of the amending Act) by virtue of

Finance Act 2018 (c. 3), Sch. 10 para. 1(4)(b)

Modifications etc. (not altering text)
C12 Ss. 87, 87A, 87C-90 applied (with modifications) by Income and Corporation Taxes Act 1988 (c. 1), s.

762(3) (as substituted (with effect in accordance with Sch. 7 para. 98 of the amending Act) by Finance
Act 2008 (c. 9), Sch. 7 para. 93(3))

C13 Ss. 87-89 modified (21.7.2008) by Finance Act 2008 (c. 9), Sch. 7 para. 125(2)
C14 Ss. 87-90A applied (with modifications) (with effect in accordance with art. 1(2)(3), Sch. 1 of the

amending S.I.) by The Offshore Funds (Tax) Regulations 2009 (S.I. 2009/3001), regs. 1(1), 20(3)(4)
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[F14987A Section 87: matching

(1) This section supplements section 87.

(2) The following steps are to be taken for the purposes of matching capital payments
[F161with section 1(3) amounts].

Step 1

Find [F162the section 1(3) amount] for the relevant tax year.
Step 2

Find the total amount of capital payments received by the beneficiaries from the
trustees in the relevant tax year.
Step 3

[F162The section 1(3) amount] for the relevant tax year is matched with—
(a) if the total amount of capital payments received in the relevant tax year

does not exceed [F162the section 1(3) amount] for the relevant tax year,
each capital payment so received, and

(b) otherwise, the relevant proportion of each of those capital payments.

“The relevant proportion” is [F162the section 1(3) amount] for the relevant tax
year divided by the total amount of capital payments received in the relevant
tax year.
Step 4

If paragraph (a) of Step 3 applies—
(a) reduce [F162the section 1(3) amount] for the relevant tax year by the total

amount of capital payments referred to there, and
(b) reduce the amount of those capital payments to nil.

If paragraph (b) of that Step applies—
(a) reduce [F162the section 1(3) amount] for the relevant tax year to nil, and
(b) reduce the amount of each of the capital payments referred to there by

the relevant proportion of that capital payment.
Step 5

Start again at Step 1 (unless subsection (3) applies).

If [F162the section 1(3) amount] for the relevant tax year (as reduced under Step
4) is not nil, read references to capital payments received in the relevant tax year
as references to capital payments received in the latest tax year which—

(a) is before the last tax year for which Steps 1 to 4 have been undertaken,
and

(b) is a tax year in which capital payments (the amounts of which have not
been reduced to nil) were received by beneficiaries.

If [F162the section 1(3) amount] for the relevant tax year (as so reduced) is nil,
read references to [F162the section 1(3) amount] for the relevant tax year as [F162the
section 1(3) amount] for the latest tax year—

(a) which is before the last tax year for which Steps 1 to 4 have been
undertaken, and

(b) for which [F162the section 1(3) amount] is not nil.
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(3) This subsection applies if—
(a) all of the capital payments received by beneficiaries from the trustees in the

relevant tax year or any earlier tax year have been reduced to nil, or
(b) [F163the section 1(3) amounts] for the relevant tax year and all earlier tax years

have been reduced to nil.

(4) The effect of any reduction under Step 4 of subsection (2) is to be taken into account
in any subsequent application of this section.]

Textual Amendments
F149 Ss. 87-87C substituted for s. 87 (with effect in accordance with Sch. 7 para. 115 of the amending Act)

by Finance Act 2008 (c. 9), Sch. 7 para. 108 (with Sch. 7 paras. 116-119)
F161 Words in s. 87A(2) substituted (5.4.2022) by The Taxation of Chargeable Gains Act 1992

(Amendment) Regulations 2022 (S.I. 2022/230), regs. 1, 3
F162 Words in s. 87A substituted (with effect in accordance with Sch. 1 paras. 120, 123 of the amending

Act) by Finance Act 2019 (c. 1), Sch. 1 para. 36
F163 Words in s. 87A(3)(b) substituted (with effect in accordance with Sch. 1 paras. 120, 123 of the

amending Act) by virtue of Finance Act 2019 (c. 1), Sch. 1 para. 36

Modifications etc. (not altering text)
C12 Ss. 87, 87A, 87C-90 applied (with modifications) by Income and Corporation Taxes Act 1988 (c. 1), s.

762(3) (as substituted (with effect in accordance with Sch. 7 para. 98 of the amending Act) by Finance
Act 2008 (c. 9), Sch. 7 para. 93(3))

C13 Ss. 87-89 modified (21.7.2008) by Finance Act 2008 (c. 9), Sch. 7 para. 125(2)
C14 Ss. 87-90A applied (with modifications) (with effect in accordance with art. 1(2)(3), Sch. 1 of the

amending S.I.) by The Offshore Funds (Tax) Regulations 2009 (S.I. 2009/3001), regs. 1(1), 20(3)(4)

[F14987B Section 87: remittance basis

(1) This section applies if—
(a) chargeable gains are treated under section 87[F164, 87K or 87L] as accruing to

an individual in a tax year, [F165and]
(b) section 809B, 809D or 809E [F166of ITA 2007] (remittance basis) applies to

the individual for that year, F167...
F168(c) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

[F169(2) The chargeable gains are chargeable gains accruing on the disposal of an asset situated
outside the United Kingdom.]

(3) For the purposes of Chapter A1 of Part 14 of ITA 2007 (remittance basis) treat relevant
property or benefits as deriving from the chargeable gains.

(4) For the purposes of subsection (3) property or a benefit is “relevant” if the capital
payment[F170, or onward payment (see section 87I(1)(c)),] by reason of which the
chargeable gains are treated as accruing consists of—

(a) the payment or transfer of the property or its becoming property to which
section 60 applies, or

(b) the conferring of the benefit.]
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Textual Amendments
F149 Ss. 87-87C substituted for s. 87 (with effect in accordance with Sch. 7 para. 115 of the amending Act)

by Finance Act 2008 (c. 9), Sch. 7 para. 108 (with Sch. 7 paras. 116-119)
F164 Words in s. 87B(1)(a) inserted (15.3.2018) by Finance Act 2018 (c. 3), Sch. 10 para. 1(5)(a)
F165 Word in s. 87B(1)(a) inserted (with effect in accordance with Sch. 46 para. 25 of the amending Act) by

Finance Act 2013 (c. 29), Sch. 46 para. 18(a) (with Sch. 46 para. 26)
F166 Words in s. 87B(1)(b) inserted (15.3.2018) by Finance Act 2018 (c. 3), Sch. 10 para. 1(5)(b)
F167 Word in s. 87B(1)(b) omitted (with effect in accordance with Sch. 46 para. 25 of the amending Act) by

virtue of Finance Act 2013 (c. 29), Sch. 46 para. 18(b) (with Sch. 46 para. 26)
F168 S. 87B(1)(c) omitted (with effect in accordance with Sch. 46 para. 25 of the amending Act) by virtue

of Finance Act 2013 (c. 29), Sch. 46 para. 18(c) (with Sch. 46 para. 26)
F169 S. 87B(2) substituted (with effect in accordance with Sch. 1 paras. 120, 123 of the amending Act) by

Finance Act 2019 (c. 1), Sch. 1 para. 37
F170 Words in s. 87B(4) inserted (15.3.2018) by Finance Act 2018 (c. 3), Sch. 10 para. 1(5)(c)

Modifications etc. (not altering text)
C13 Ss. 87-89 modified (21.7.2008) by Finance Act 2008 (c. 9), Sch. 7 para. 125(2)
C14 Ss. 87-90A applied (with modifications) (with effect in accordance with art. 1(2)(3), Sch. 1 of the

amending S.I.) by The Offshore Funds (Tax) Regulations 2009 (S.I. 2009/3001), regs. 1(1), 20(3)(4)

[F14987C Sections 87 and 87A: disregard of certain capital payments

(1) For the purposes of sections 87 and 87A as they apply in relation to a settlement, no
account is to be taken of a capital payment (or a part of a capital payment) within
subsection (2).

(2) A capital payment is within this subsection if (and to the extent that) it is received
(or treated as received) in a tax year from the trustees of the settlement by a company
that—

(a) is not resident in the United Kingdom in that year, and
(b) would be a close company if it were resident in the United Kingdom,

(and is not treated under any of subsections (3) to (5) of section 96 as received by
another person).]

Textual Amendments
F149 Ss. 87-87C substituted for s. 87 (with effect in accordance with Sch. 7 para. 115 of the amending Act)

by Finance Act 2008 (c. 9), Sch. 7 para. 108 (with Sch. 7 paras. 116-119)

Modifications etc. (not altering text)
C12 Ss. 87, 87A, 87C-90 applied (with modifications) by Income and Corporation Taxes Act 1988 (c. 1), s.

762(3) (as substituted (with effect in accordance with Sch. 7 para. 98 of the amending Act) by Finance
Act 2008 (c. 9), Sch. 7 para. 93(3))

C13 Ss. 87-89 modified (21.7.2008) by Finance Act 2008 (c. 9), Sch. 7 para. 125(2)
C14 Ss. 87-90A applied (with modifications) (with effect in accordance with art. 1(2)(3), Sch. 1 of the

amending S.I.) by The Offshore Funds (Tax) Regulations 2009 (S.I. 2009/3001), regs. 1(1), 20(3)(4)
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[F17187D Sections 87 and 87A: disregard of capital payments to non-residents

(1) For the purposes of sections 87 and 87A as they apply in relation to a settlement, no
account is to be taken of a capital payment (or a part of a capital payment) within
subsection (2), but this—

(a) is subject to subsection (3) and section 87E, and
(b) does not affect the operation of sections 87I to 87L (see, in particular, sections

87K(2) and 87L(2) which apply sections 87 and 87A by reference to the
payment mentioned in section 87I(1)(a)).

(2) A capital payment is within this subsection if (and to the extent that) it is in a tax year
received from the trustees of the settlement by a beneficiary who at all times in that
year is not resident in the United Kingdom, but this is subject to section 87F.

(3) Subsection (1) does not apply in relation to a capital payment (or a part of a capital
payment) if—

(a) the recipient beneficiary is a close member of the settlor's family (see
section 87H) when the beneficiary receives (or is treated as receiving) the
payment (or part),

(b) the payment (or part) is received on or after 6 April 2018, and
(c) the settlor is resident in the United Kingdom in the tax year in which the

payment (or part) is received.

Textual Amendments
F171 Ss. 87D-87P inserted (with effect in accordance with Sch. 10 para. 1(12)-(15) of the amending Act) by

Finance Act 2018 (c. 3), Sch. 10 para. 1(1)

87E Sections 87 and 87A: disregarded payments to temporary non-resident

(1) If—
(a) as a result of section 87D, no account is taken of a capital payment (or a part

of a capital payment) for the purposes of sections 87 and 87A,
(b) the recipient beneficiary is an individual who is temporarily non-resident, and
(c) the payment (or part) is received in the beneficiary's temporary period of non-

residence,
the payment (or part) is treated for the purposes of sections 87 and 87A as received
(by the beneficiary) in the beneficiary's period of return, and account is to be taken of
it accordingly for those purposes.

(2) Part 4 of Schedule 45 to FA 2013 explains—
(a) when an individual is to be regarded as “temporarily non-resident”, and
(b) what “the temporary period of residence” and “the period of return” mean.

Textual Amendments
F171 Ss. 87D-87P inserted (with effect in accordance with Sch. 10 para. 1(12)-(15) of the amending Act) by

Finance Act 2018 (c. 3), Sch. 10 para. 1(1)
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87F Sections 87 and 87A: disregarded payments in year settlement ends

(1) This section applies in relation to a settlement if—
(a) in a particular tax year, the settlement ceases to exist,
(b) two or more beneficiaries (“the recipients”) in the year receive capital

payments from the trustees, and
(c) at least one of the recipients is, and at least one is not, a non-resident

beneficiary.

(2) Those capital payments, so far as received by such of the recipients as are non-resident
beneficiaries, are not within section 87D(2).

(3) In this section “non-resident beneficiary” means a beneficiary who at all times in the
year is not resident in the United Kingdom.

Textual Amendments
F171 Ss. 87D-87P inserted (with effect in accordance with Sch. 10 para. 1(12)-(15) of the amending Act) by

Finance Act 2018 (c. 3), Sch. 10 para. 1(1)

87G Settlor liable if capital payment received by close family member

(1) Subsection (2) applies if in the case of a settlement—
(a) a beneficiary of the settlement receives a capital payment from the trustees

in a tax year,
(b) the settlor is resident in the United Kingdom at any time in that year, and
(c) the beneficiary (“the original recipient”) is a close member of the settlor's

family (see section 87H) at the time of receipt.

(2) Sections 87 and 87A have effect as if the capital payment—
(a) was received from the trustees by the settlor—

(i) as a beneficiary of the settlement (whether or not the settlor is
otherwise a beneficiary of the settlement), and

(ii) at the time it was received by the original recipient, and
(b) was not received by the original recipient.

(3) Where any tax is chargeable on the settlor as a result of subsection (2) and is paid, the
settlor is entitled to recover the full amount of the tax from the original recipient.

(4) For the purpose of recovering that amount, the settlor is entitled to require an officer
of Revenue and Customs to give the settlor a certificate specifying—

(a) the amount of tax paid, and
(b) the amount of the gains on which the tax is paid,

and any such certificate is conclusive evidence of the facts stated in it.

Textual Amendments
F171 Ss. 87D-87P inserted (with effect in accordance with Sch. 10 para. 1(12)-(15) of the amending Act) by

Finance Act 2018 (c. 3), Sch. 10 para. 1(1)
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87H Meaning of “close member of the settlor's family”

(1) For the purposes of sections 87D, 87G and 87L as they apply in relation to a settlement,
a person is a close member of the settlor's family at any time if the settlor is living
at that time and—

(a) the person is the settlor's spouse or civil partner at that time, or
(b) the person—

(i) is a child of the settlor, or of a person who at that time is the settlor's
spouse or civil partner, and

(ii) at that time has not reached the age of 18.

[F172(2) For the purposes of subsection (1), two people living together as if they were a married
couple or civil partners are treated as if they were spouses or civil partners of each
other.]

Textual Amendments
F171 Ss. 87D-87P inserted (with effect in accordance with Sch. 10 para. 1(12)-(15) of the amending Act) by

Finance Act 2018 (c. 3), Sch. 10 para. 1(1)
F172 S. 87H(2) substituted (2.12.2019) by The Civil Partnership (Opposite-sex Couples) Regulations 2019

(S.I. 2019/1458), reg. 1(2), Sch. 3 para. 15

87I Non-UK resident settlements: recipients of onward gifts

(1) Sections 87J and 87K apply if in the case of a settlement—
(a) a capital payment (“the original payment”) is received in a tax year (“the

payment year”) by a person (“the original beneficiary”) from the trustees of
the settlement,

(b) at the time of receipt—
(i) there are arrangements, or there is an intention, as regards the (direct

or indirect) passing-on of the whole or part of the original payment,
and

(ii) it is reasonable to expect that, in the event of the whole or part of the
original payment being passed on to another person as envisaged by
the arrangements or intention, that other person will be resident in the
United Kingdom when they receive at least part of what is passed on
to them,

(c) the original beneficiary makes, directly or indirectly, a gift (“the onward
payment”) to a person (“the subsequent recipient”)—

(i) at the time the original payment is received, or at any later time in the
3 years beginning with the day containing the start time, or

(ii) at any time before the original payment is received and, it is
reasonable to assume, in anticipation of receipt of the original
payment,

(d) the gift is of or includes—
(i) the whole or part of the original payment,

(ii) anything that (wholly or in part, and directly or indirectly) derives
from, or represents, the whole or part of the original payment, or

http://www.legislation.gov.uk/id/ukpga/2018/3
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(iii) any other property, but only if the original payment is made with a
view to enabling or facilitating, or otherwise in connection with, the
making of the gift of the property to the subsequent recipient,

(e) the subsequent recipient is resident in the United Kingdom in the tax year in
which the onward payment is received by the subsequent recipient (“the gift
year”, but see subsection (4)), and

(f) in the period beginning with the start of the payment year and ending with the
end of the gift year, there is at least one tax year—

(i) for which the otherwise-liable person is not resident in the United
Kingdom, or

(ii) for which section 809B, 809D or 809E of ITA 2007 (remittance basis)
applies to the otherwise-liable person.

(2) Where—
(a) there is a series of two or more gifts,
(b) the first gift in the series is made, directly or indirectly, by the original

beneficiary—
(i) at the time the original payment is received, or at any later time in the

3 years beginning with the day containing the start time, or
(ii) at any time before the original payment is received and, it is

reasonable to assume, in anticipation of receipt of the original
payment,

(c) the recipient of a gift in the series is the person who makes, directly or
indirectly, the next gift in the series,

(d) the recipient of the last gift in the series is resident in the United Kingdom in
the tax year in which that gift is received,

(e) as regards each earlier gift in the series, its recipient is not resident in the
United Kingdom at any time in the tax year in which it is received, and

(f) the condition in subsection (1)(d) is met in relation to each gift in the series,
the last gift in the series is treated for the purposes of subsection (1)(c) as if its maker
were the original beneficiary (and not its actual maker).

(3) For the purposes of subsections (1)(c)(i) and (2)(b)(i)—
(a) if the original payment is a capital payment other than one that is treated as

received by section 87M, “the start time” is the time the original payment is
received, and

(b) if the original payment is a capital payment that is treated as received by
section 87M in connection with the operation of this section, and sections 87J
and 87K, on a previous occasion, “the start time” is the time given by this
subsection as the start time on that occasion

(4) Where the onward payment is made as mentioned in subsection (1)(c)(ii), the onward
payment is to be treated—

(a) for the purposes of the provisions of this section following subsection (1)(c),
and

(b) for the purposes of sections 87K to 87M,
as made and received immediately after the original payment is received (and in the
payment year).
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(5) Where this section provides for section 87K to apply in relation to two or more gifts
received from the original beneficiary in the gift year by reference to the original
payment—

(a) treat that section as applying in relation to a single gift equal in amount to
the total of the amount or value of each of the gifts (and as not applying in
relation to each gift separately), and

(b) apportion between the gifts (in proportion to their amounts or values)—
(i) any capital payments given by section 87K(2), and

(ii) any gains given by section 87K(3),
as a result of applying section 87K in accordance with paragraph (a).

(6) Where this section provides for sections 87J and 87K to apply in relation to a gift
received in a tax year—

(a) take the steps required by section 87J before applying section 87K in relation
to the gift, but

(b) in taking the steps required by section 87J, have regard to the application of
section 87K in relation to gifts made in earlier tax years.

(7) In this section—
“arrangements” includes any agreement, understanding, scheme,

transaction or series of transactions (whether or not legally enforceable),
“gift” includes any benefit,
“make”, in relation to a gift that is a benefit, means confer, and
“the otherwise-liable person” means the original beneficiary unless

section 87G(2) applies in relation to the original payment in which event the
settlor is “the otherwise-liable person”.

(8) Where subsection (1)(c) and (d) are met in any case, it is to be presumed (unless the
contrary is shown) that subsection (1)(b) is also met in that case.

Textual Amendments
F171 Ss. 87D-87P inserted (with effect in accordance with Sch. 10 para. 1(12)-(15) of the amending Act) by

Finance Act 2018 (c. 3), Sch. 10 para. 1(1)

87J Relevant parts of payment from which onward gift derived

(1) Where this section applies (see section 87I), for the purposes of section 87K treat the
original payment as divided into slices as follows—

(a) a slice consisting of the taxed part (if any) of each matched amount (if any),
(b) a slice (“U”) consisting of the untaxed part (if any) of each matched amount

(if any), and
(c) a slice (“R”) consisting of the rest (if any) of the original payment.

(2) For the purposes of this section, if all or part of the original payment is, in a tax year
(“the matching year”) not later than the gift year, matched under section 87A with
[F173the section 1(3) amount] for the matching year or any earlier tax year, so much of
the original payment as is so matched is a “matched amount”.

(3) For the purposes of subsection (1), if—

http://www.legislation.gov.uk/id/ukpga/2018/3
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(a) as a result of there being a matched amount, gains are treated by section 87
as accruing to the otherwise-liable person,

(b) the otherwise-liable person is resident in the United Kingdom for the matching
year, and

(c) none of sections 809B, 809D and 809E of ITA 2007 applies to the otherwise-
liable person for the matching year,

the whole of the matched amount is its “taxed part” (and it has no “untaxed part”).

(4) For the purposes of subsection (1), if—
(a) as a result of there being a matched amount, gains are treated by section 87

as accruing to the otherwise-liable person,
(b) section 809B, 809D or 809E of ITA 2007 (remittance basis) applies to the

otherwise-liable person for the matching year, and
(c) the whole or part of those gains is remitted to the United Kingdom in a tax

year—
(i) that is not later than the gift year, and

(ii) in which the otherwise-liable person is resident in the United
Kingdom,

so much of the matched amount as is equal to so much of the gains as is remitted as
mentioned in paragraph (c) is the matched amount's “taxed part”, and the rest of the
matched amount is its “untaxed part”.

(5) For the purposes of subsection (1), if all or part of the original payment is in a tax year
(“the pool-matching year”) not later than the gift year matched, under section 87A
as applied by paragraph 8 of Schedule 4C, with [F174the section 1(3) amount] in the
Schedule 4C pool for the pool-matching year or any earlier tax year—

(a) so much of the original payment as is so matched is a “matched amount”, and
(b) the whole of the matched amount is its “taxed part” (and it has no “untaxed

part”).

Textual Amendments
F171 Ss. 87D-87P inserted (with effect in accordance with Sch. 10 para. 1(12)-(15) of the amending Act) by

Finance Act 2018 (c. 3), Sch. 10 para. 1(1)
F173 Words in s. 87J(2) substituted (with effect in accordance with Sch. 1 paras. 120, 123 of the amending

Act) by Finance Act 2019 (c. 1), Sch. 1 para. 38
F174 Words in s. 87J(5) substituted (with effect in accordance with Sch. 1 paras. 120, 123 of the amending

Act) by Finance Act 2019 (c. 1), Sch. 1 para. 38

87K Attribution of gains or payments to recipient of onward gift

(1) Where this section applies (see section 87I), G is—
(a) the amount or value of so much of the onward payment as is within any of

sub-paragraphs (i) to (iii) of section 87I(1)(d), or
(b) if lower, the amount of the original payment.

(For the meaning of R and U, see section 87J.)

(2) If R is greater than nil, sections 87 and 87A have effect for the gift year and later tax
years—
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(a) as if a capital payment was received from the trustees by the subsequent
recipient—

(i) as a beneficiary of the settlement (whether or not the subsequent
recipient is otherwise a beneficiary of the settlement), and

(ii) at the time the subsequent recipient received the onward payment,
(b) as if that capital payment consisted of—

(i) R, if G is greater than R, or
(ii) so much of R as is equal to G, if G is not greater than R, and

(c) as if so much of the original payment as is equal to that capital payment was
not received by the otherwise-liable person.

(3) If G is greater than R, and if U is greater than nil—
(a) chargeable gains are treated as accruing to the subsequent recipient in the gift

year (but see section 87L(3) and (4)),
(b) the amount of those gains is—

(i) U, if (G − R) is greater than U, or
(ii) so much of U as is equal to (G − R), if (G − R) is not greater than

U, and
(c) the chargeable gains treated by section 87 as accruing to the otherwise-liable

person by reason of the original payment are treated as from the end of the gift
year as reduced by that amount, with that reduction being made from so much
of those gains as has not by then been remitted to the United Kingdom in a tax
year in which the otherwise-liable person is resident in the United Kingdom.

(4) If this section applies by reference to the original payment also in relation to a gift
received from the original beneficiary in a tax year earlier than the gift year, this section
applies in relation to the onward payment as if—

(a) the amount given by section 87J for R were reduced by the amount of any
capital payment given by subsection (2) in relation to that earlier year, and

(b) the amount given by section 87J for U were reduced by the amount of any
gains given by subsection (3) in relation to that earlier year.

Textual Amendments
F171 Ss. 87D-87P inserted (with effect in accordance with Sch. 10 para. 1(12)-(15) of the amending Act) by

Finance Act 2018 (c. 3), Sch. 10 para. 1(1)

87L Cases where settlor liable following onward gift

(1) Subsection (2) applies where—
(a) ignoring this section and section 87M, a person is treated by section 87K(2)

as receiving a capital payment from the trustees of a settlement at a time (“the
time of receipt”) in a tax year,

(b) the settlor is resident in the United Kingdom at any time in that year, and
(c) the person mentioned in paragraph (a) is a close member of the settlor's family

(see section 87H) at the time of receipt.

(2) Sections 87 and 87A have effect for that year, and later tax years, as if the capital
payment—

(a) was received from the trustees by the settlor—

http://www.legislation.gov.uk/id/ukpga/2018/3
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(i) as a beneficiary of the settlement (whether or not the settlor is
otherwise a beneficiary of the settlement), and

(ii) at the time of receipt, and
(b) was not received by the person mentioned in subsection (1)(a).

(3) Subsection (4) applies where—
(a) in the case of a settlement, chargeable gains are (ignoring this section and

section 87M) treated by section 87K(3) as accruing to a person in a tax year
(“the subsequent recipient”),

(b) the settlor is resident in the United Kingdom at any time in that year, and
(c) the subsequent recipient is a close member of the settlor's family when the

subsequent recipient receives the onward payment (see section 87I(1)(c)) by
reference to which the chargeable gains are treated as accruing.

(4) Section 87K(3)(a) has effect as if its reference to the subsequent recipient were a
reference to the settlor, and references (however expressed) to chargeable gains treated
as accruing by this section are to chargeable gains treated by section 87K(3)(a) as
accruing to the settlor as a result of the operation of this subsection.

(5) Where, in the case of a settlement, any tax is chargeable on the settlor as a result of
this section and is paid, the settlor is entitled to recover the full amount of the tax from
the person mentioned in subsection (1)(a) or (3)(a), as the case may be.

(6) For the purpose of recovering that amount, the settlor is entitled to require an officer
of Revenue and Customs to give the settlor a certificate specifying—

(a) the amount of tax paid, and
(b) the amount of the gains on which the tax is paid,

and any such certificate is conclusive evidence of the facts stated in it.

Textual Amendments
F171 Ss. 87D-87P inserted (with effect in accordance with Sch. 10 para. 1(12)-(15) of the amending Act) by

Finance Act 2018 (c. 3), Sch. 10 para. 1(1)

87M Cases where recipient of onward gift is user of remittance basis

(1) Subsection (2) applies where—
(a) ignoring this section, a person is treated by section 87K(2) as receiving a

capital payment from the trustees of a settlement at a time (“the time of
receipt”) in a tax year,

(b) section 809B, 809D or 809E of ITA 2007 (remittance basis) applies to the
person for that tax year, and

(c) the payment is not treated by section 87L(2) as received by the settlor.

(2) Section 87I(1)(a) has effect as if the capital payment were received from the trustees
by the person at the time of receipt, and section 87K(2)(a) and (b) do not have effect
for the purposes of sections 87 and 87A in the case of the payment.

(3) The rules in subsection (4) apply where—
(a) in the case of a settlement, chargeable gains are (ignoring this section) treated

by section 87K(3), but not as a result of the operation of section 87L(4), as

http://www.legislation.gov.uk/id/ukpga/2018/3
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accruing to a person in a tax year by reference to a gift within section 87I(1)
(d) made to the person,

(b) section 809B, 809D or 809E of ITA 2007 applies to the person for that tax
year, and

(c) none, or part only, of the gains is remitted to the United Kingdom in that tax
year.

(4) The rules are—
(a) section 87I(1)(a) has effect—

(i) as if a capital payment were received from the trustees by the person
at the time the gift is made, and

(ii) as if the capital payment were equal in amount to so much of the gains
as is not remitted in the tax year mentioned in subsection (3)(a) of
this section,

(b) for the purposes of section 87J—
(i) the whole of the capital payment is a “matched amount”, and

(ii) the whole of the matched amount is its “untaxed part” (and the
matched amount has no “taxed part”), and

(c) the amount of the gains treated by section 87K(3)(a) and (b) as accruing to the
person by reference to the gift is reduced by the amount of the capital payment.

(5) Where the capital payment mentioned in section 87I(1)(a) is one treated as received
by subsection (2) or (4) of this section in connection with the operation of sections 87I
to 87K on a previous occasion, section 87I(1) has effect—

(a) with the omission of its paragraph (b),
(b) as if the reference in its paragraph (c) to the original payment were, instead,

to what was the onward payment on that previous occasion, and
(c) as if the references in its paragraph (d) to the original payment were, instead,

to so much of that onward payment as was on that previous occasion within
any of sub-paragraphs (i) to (iii) of that paragraph.

(6) Section 87I(4) and (7) (interpretation of references to gifts and their making) apply
also for the purposes of subsections (3) and (4) of this section.

Textual Amendments
F171 Ss. 87D-87P inserted (with effect in accordance with Sch. 10 para. 1(12)-(15) of the amending Act) by

Finance Act 2018 (c. 3), Sch. 10 para. 1(1)

87N Sections 87 and 87A: disregard of payments to migrating beneficiary

(1) For the purposes of sections 87 and 87A as they apply in relation to a settlement for a
particular tax year, no account is to be taken of a capital payment (or part of a capital
payment) within subsection (2), but this is subject to section 87P.

(2) A capital payment is within this subsection—
(a) if it is received by a beneficiary of the settlement before the particular tax year,
(b) if the relevant person is resident in the United Kingdom in the tax year in

which it is received,
(c) if the relevant person is not resident in the United Kingdom in the particular

tax year, and
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(d) so far as it has not been matched (under section 87A as it applies for tax years
before the particular tax year) with—

(i) [F175the section 1(3) amount] for any tax year before the particular tax
year, but not earlier than the tax year 2018-19, in which the relevant
person is resident in the United Kingdom, or

(ii) [F176the section 1(3) amount] for any tax year earlier than the tax year
2018-19.

(3) For the purposes of subsection (2), the beneficiary is “the relevant person” unless
section 87G(2) applies in relation to the capital payment in which event the settlor is
“the relevant person”.

Textual Amendments
F171 Ss. 87D-87P inserted (with effect in accordance with Sch. 10 para. 1(12)-(15) of the amending Act) by

Finance Act 2018 (c. 3), Sch. 10 para. 1(1)
F175 Words in s. 87N(2)(d)(i) substituted (with effect in accordance with Sch. 1 paras. 120, 123 of the

amending Act) by Finance Act 2019 (c. 1), Sch. 1 para. 39
F176 Words in s. 87N(2)(d)(ii) substituted (with effect in accordance with Sch. 1 paras. 120, 123 of the

amending Act) by Finance Act 2019 (c. 1), Sch. 1 para. 39

87P Sections 87 and 87A: temporary migration after payment disregarded

(1) If—
(a) as a result of section 87N, no account is taken of a capital payment (or a part

of a capital payment) for the purposes of sections 87 and 87A as they apply
in relation to a settlement for a particular tax year,

(b) the recipient beneficiary (where section 87G(2) does not apply in relation
to the capital payment), or the settlor (where section 87G(2) does apply in
relation to the capital payment), is an individual who is temporarily non-
resident,

(c) the whole or part of the particular tax year constitutes, or forms part of, that
individual's temporary period of non-residence,

(d) either—
(i) that individual's temporary period of non-residence begins with the

start of a tax year and the payment (or part) is received before that
tax year, or

(ii) that individual's temporary period of non-residence begins otherwise
than at the start of a tax year and the payment (or part) is received
before, or at any time in, the tax year in which that individual's
temporary period of non-residence begins, and

(e) the payment (or part) has not been matched (under section 87A as it applies
for tax years before the particular tax year) with—

(i) [F177the section 1(3) amount] for any tax year before the particular tax
year, but not earlier than the tax year 2018-19, in which that individual
is resident in the United Kingdom, or

(ii) [F178the section 1(3) amount] for any tax year earlier than the tax year
2018-19,
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the payment (or part) is treated for the purposes of sections 87 and 87A as received
(by that individual) in that individual's period of return, and account is to be taken of
it accordingly for those purposes.

(2) Part 4 of Schedule 45 to FA 2013 explains—
(a) when an individual is to be regarded as “temporarily non-resident”, and
(b) what “the temporary period of residence” and “the period of return” mean.]

Textual Amendments
F171 Ss. 87D-87P inserted (with effect in accordance with Sch. 10 para. 1(12)-(15) of the amending Act) by

Finance Act 2018 (c. 3), Sch. 10 para. 1(1)
F177 Words in s. 87P(1)(e)(i) substituted (with effect in accordance with Sch. 1 paras. 120, 123 of the

amending Act) by Finance Act 2019 (c. 1), Sch. 1 para. 40
F178 Words in s. 87P(1)(e)(ii) substituted (with effect in accordance with Sch. 1 paras. 120, 123 of the

amending Act) by Finance Act 2019 (c. 1), Sch. 1 para. 40

88 Gains of dual resident settlements.

(1) Section 87 also applies to a settlement for any year of assessment beginning on or
after 6th April 1991 if—

(a) the trustees are [F179resident F180... in the United Kingdom during any part of
the year], [F181and]

(b) at any time of [F182such residence F183...] they fall to be regarded for the
purposes of any double taxation relief arrangements as resident in a territory
outside the United Kingdom, F184...

F184(c) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

[F185(2) The [F186section 1(3)] amount for a tax year for which section 87 applies by virtue of
this section is what it would be if the amount mentioned in section 87(4)(a) were the
assumed chargeable amount.]

(3) For the purposes of subsection (2) above the assumed chargeable amount in respect
of a year of assessment is the lesser of the following 2 amounts—

(a) the amount on which the trustees would be chargeable to tax for the year
under [F187section 1(3)] on the assumption that the double taxation relief
arrangements did not apply;

(b) the amount on which, by virtue of disposals of protected assets, the trustees
would be chargeable to tax for the year under [F188section 1(3)] on the
assumption that those arrangements did not apply.

(4) For the purposes of subsection (3)(b) above assets are protected assets if—
(a) they are of a description specified in the double taxation relief arrangements,

and
(b) were the trustees to dispose of them at any relevant time, the trustees would

fall to be regarded for the purposes of the arrangements as not liable in the
United Kingdom to tax on gains accruing to them on the disposal.

(5) For the purposes of subsection (4) above—
(a) the assumption specified in subsection (3)(b) above shall be ignored;
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(b) a relevant time is any time, in the year of assessment concerned, when the
trustees fall to be regarded for the purposes of the arrangements as resident in
a territory outside the United Kingdom;

(c) if different assets are identified by reference to different relevant times, all of
them are protected assets.

F189(6) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
F190(7) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Textual Amendments
F179 Words in s. 88(1) substituted (6.4.2007) by Finance Act 2006 (c. 25), Sch. 12 paras. 35(1)(a)(2)(b), 41
F180 Words in s. 88(1)(a) omitted (with effect in accordance with Sch. 46 para. 112 of the amending Act) by

virtue of Finance Act 2013 (c. 29), Sch. 46 para. 93(a)
F181 Word in s. 88(1)(a) inserted (with effect in accordance with s. 130(3) of the amending Act) by Finance

Act 1998 (c. 36), s. 130(2)(a)
F182 Words in s. 88(1) substituted (6.4.2007) by Finance Act 2006 (c. 25), Sch. 12 paras. 35(1)(b)(2)(b),

41
F183 Words in s. 88(1)(b) omitted (with effect in accordance with Sch. 46 para. 112 of the amending Act) by

virtue of Finance Act 2013 (c. 29), Sch. 46 para. 93(b)
F184 S. 88(1)(c) and preceding word repealed (with effect in accordance with s. 130(3) of the amending

Act) by Finance Act 1998 (c. 36), s. 130(2)(b), Sch. 27 Pt. III(30)
F185 S. 88(2) substituted (with effect in accordance with Sch. 7 para. 115 of the amending Act) by Finance

Act 2008 (c. 9), Sch. 7 para. 109(2)
F186 Words in s. 88(2) substituted (with effect in accordance with Sch. 1 paras. 120, 123 of the amending

Act) by Finance Act 2019 (c. 1), Sch. 1 para. 41
F187 Words in s. 88(3)(a) substituted (with effect in accordance with Sch. 1 paras. 120, 123 of the amending

Act) by Finance Act 2019 (c. 1), Sch. 1 para. 41
F188 Words in s. 88(3)(b) substituted (with effect in accordance with Sch. 1 paras. 120, 123 of the amending

Act) by Finance Act 2019 (c. 1), Sch. 1 para. 41
F189 S. 88(6) omitted (with effect in accordance with Sch. 2 para. 22 of the amending Act) by virtue of

Finance Act 2008 (c. 9), Sch. 2 para. 6
F190 S. 88(7) omitted (with effect in accordance with Sch. 7 para. 115 of the amending Act) by virtue of

Finance Act 2008 (c. 9), Sch. 7 para. 109(3)

Modifications etc. (not altering text)
C12 Ss. 87, 87A, 87C-90 applied (with modifications) by Income and Corporation Taxes Act 1988 (c. 1), s.

762(3) (as substituted (with effect in accordance with Sch. 7 para. 98 of the amending Act) by Finance
Act 2008 (c. 9), Sch. 7 para. 93(3))

C13 Ss. 87-89 modified (21.7.2008) by Finance Act 2008 (c. 9), Sch. 7 para. 125(2)
C14 Ss. 87-90A applied (with modifications) (with effect in accordance with art. 1(2)(3), Sch. 1 of the

amending S.I.) by The Offshore Funds (Tax) Regulations 2009 (S.I. 2009/3001), regs. 1(1), 20(3)(4)

89 Migrant settlements etc.

(1) Where a period of one or more years of assessment for which section 87 applies
to a settlement (“a non-resident period”) succeeds a period of one or more years of
assessment for each of which section 87 does not apply to the settlement (“a resident
period”), a capital payment received by a beneficiary in the resident period shall
be disregarded for the purposes of [F191sections 87 and 87A if] it was not made in
anticipation of a disposal made by the trustees in the non-resident period.
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[F192(1A) Subsection (2) applies to a settlement if—
(a) a non-resident period is succeeded by a resident period, and
(b) in relation to the last tax year in the non-resident period (“the last non-resident

tax year”), section 87A(3) applied by virtue of paragraph (a) of that provision
(exhaustion of capital payments).

(2) Chargeable gains are treated as accruing in a tax year (in the resident period) to a
beneficiary of the settlement who receives a capital payment from the trustees in that
year if all or part of the capital payment is matched (under section 87A as it applies
for that year) with [F193the section 1(3) amount] for the last non-resident tax year or
any earlier tax year.

(3) Section 87(3) and (4) and sections 87A to [F19487P] apply for the purposes of
subsection (2) as if the relevant tax year were the tax year mentioned in subsection (2).

(4) Section 87B (remittance basis) applies in relation to chargeable gains treated under
subsection (2) as accruing as it applies in relation to chargeable gains treated under
section 87 as accruing.]

Textual Amendments
F191 Words in s. 89(1) substituted (with effect in accordance with Sch. 7 para. 115 of the amending Act) by

Finance Act 2008 (c. 9), Sch. 7 para. 110(2)
F192 S. 89(1A)-(4) substituted for s. 89(2)(3) (with effect in accordance with Sch. 7 para. 115 of the

amending Act) by Finance Act 2008 (c. 9), Sch. 7 para. 110(3) (with Sch. 7 para. 123)
F193 Words in s. 89(2) substituted (with effect in accordance with Sch. 1 paras. 120, 123 of the amending

Act) by Finance Act 2019 (c. 1), Sch. 1 para. 42
F194 Word in s. 89(3) substituted (with effect in accordance with Sch. 10 para. 1(16) of the amending Act)

by Finance Act 2018 (c. 3), Sch. 10 para. 1(6)

Modifications etc. (not altering text)
C12 Ss. 87, 87A, 87C-90 applied (with modifications) by Income and Corporation Taxes Act 1988 (c. 1), s.

762(3) (as substituted (with effect in accordance with Sch. 7 para. 98 of the amending Act) by Finance
Act 2008 (c. 9), Sch. 7 para. 93(3))

C13 Ss. 87-89 modified (21.7.2008) by Finance Act 2008 (c. 9), Sch. 7 para. 125(2)
C14 Ss. 87-90A applied (with modifications) (with effect in accordance with art. 1(2)(3), Sch. 1 of the

amending S.I.) by The Offshore Funds (Tax) Regulations 2009 (S.I. 2009/3001), regs. 1(1), 20(3)(4)

[F19590 Sections 87 and 89(2): transfers between settlements

(1) This section applies if the trustees of a settlement (“the transferor settlement”) transfer
all or part of the settled property to the trustees of another settlement (“the transferee
settlement”).

(2) In this section “the year of transfer” means the tax year in which the transfer occurs.

(3) Treat [F196the section 1(3) amount] for the transferee settlement for any tax year (not
later than the year of transfer) as increased by—

(a) [F196the section 1(3) amount] for the transferor settlement for that year (as
reduced under section 87A as it applies in relation to that settlement for the
year of transfer and all earlier tax years), or
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(b) if part only of the settled property is transferred, the relevant proportion of the
amount mentioned in paragraph (a).

(4) “The relevant proportion”is—
(a) the market value of the property transferred, divided by
(b) the market value of the property comprised in the transferor settlement

immediately before the transfer.

(5) Treat [F197the section 1(3) amount] for the transferor settlement for any tax year as
reduced by the amount by which [F197the section 1(3) amount] for the transferee
settlement for that year is increased under subsection (3).

(6) If neither section 87 nor section 89(2) would otherwise apply to the transferee
settlement for the year of transfer—

(a) section 89(2) to (4) apply to the settlement for that year (and subsequent tax
years), and

(b) for this purpose, references there to the last non-resident tax year are to be
read as the year of transfer.

(7) The increase under subsection (3) has effect for the year of transfer and subsequent
tax years.

(8) The reduction under subsection (5) has effect for tax years after the year of transfer.

(9) When calculating the market value of property for the purposes of this section or
section 90A in a case where the property is subject to a debt, reduce the market value
by the amount of the debt.

(10) This section does not apply to—
(a) a transfer to which Schedule 4B applies, or
(b) any [F198section 1(3) amount] that is in a Schedule 4C pool (see paragraph 1

of Schedule 4C).]

Textual Amendments
F195 Ss. 90, 90A substituted for s. 90 (with effect in accordance with Sch. 7 para. 115 of the amending Act)

by Finance Act 2008 (c. 9), Sch. 7 para. 111
F196 Words in s. 90(3) substituted (with effect in accordance with Sch. 1 paras. 120, 123 of the amending

Act) by Finance Act 2019 (c. 1), Sch. 1 para. 43
F197 Words in s. 90(5) substituted (with effect in accordance with Sch. 1 paras. 120, 123 of the amending

Act) by Finance Act 2019 (c. 1), Sch. 1 para. 43
F198 Words in s. 90(10)(b) substituted (with effect in accordance with Sch. 1 paras. 120, 123 of the

amending Act) by Finance Act 2019 (c. 1), Sch. 1 para. 43

Modifications etc. (not altering text)
C12 Ss. 87, 87A, 87C-90 applied (with modifications) by Income and Corporation Taxes Act 1988 (c. 1), s.

762(3) (as substituted (with effect in accordance with Sch. 7 para. 98 of the amending Act) by Finance
Act 2008 (c. 9), Sch. 7 para. 93(3))

C14 Ss. 87-90A applied (with modifications) (with effect in accordance with art. 1(2)(3), Sch. 1 of the
amending S.I.) by The Offshore Funds (Tax) Regulations 2009 (S.I. 2009/3001), regs. 1(1), 20(3)(4)
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[F19590A Section 90: transfers made for consideration in money or money's worth

(1) Section 90 does not apply to a transfer of settled property made for consideration in
money or money's worth if the amount (or value) of that consideration is equal to or
exceeds the market value of the property transferred.

(2) The following provisions apply if—
(a) section 90 applies to a transfer of settled property made for consideration in

money or money's worth, and
(b) the amount (or value) of that consideration is less than the market value of

the property transferred.

(3) If the transfer is of all of the settled property, for the purposes of section 90 treat the
transfer as being of part only of the settled property.

(4) Deduct the amount (or value) of the consideration from the amount of the market value
referred to in section 90(4)(a).]

Textual Amendments
F195 Ss. 90, 90A substituted for s. 90 (with effect in accordance with Sch. 7 para. 115 of the amending Act)

by Finance Act 2008 (c. 9), Sch. 7 para. 111

Modifications etc. (not altering text)
C14 Ss. 87-90A applied (with modifications) (with effect in accordance with art. 1(2)(3), Sch. 1 of the

amending S.I.) by The Offshore Funds (Tax) Regulations 2009 (S.I. 2009/3001), regs. 1(1), 20(3)(4)

91 Increase in tax payable under section 87 or 89(2).

[F199(1) This section applies if—
(a) chargeable gains are treated under section 87[F200, 87K, 87L] or 89(2) as

accruing to [F201an individual directly, or indirectly,] by virtue of the matching
(under section 87A) of all or part of a capital payment with [F202the section 1(3)
amount] for a tax year (“the relevant tax year”),

(b) the [F203individual] is charged to tax by virtue of that matching, and
(c) the capital payment was made more than one year after the end of the relevant

tax year.

(1A) Where part of a capital payment is matched, references in subsections (2) and (3) to
the capital payment are to the part matched.]

(2) The tax payable by the [F204individual] in respect of the payment shall be increased
by the amount found under subsection (3) below, except that it shall not be increased
beyond the amount of the payment; and an assessment may charge tax accordingly.

(3) The amount is one equal to the interest that would be yielded if an amount equal to
the tax which would be payable by the [F205individual] in respect of the payment (apart
from this section) carried interest for the chargeable period at the rate of 10 per cent.
per annum.

(4) The chargeable period is the period which—
(a) begins with the later of the 2 days specified in subsection (5) below, and
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(b) ends with 30th November in the year of assessment following that in which
the capital payment is made.

(5) The 2 days are—
(a) 1st December in the [F206tax year immediately after the relevant tax year,] and
(b) 1st December falling 6 years before 1st December in the year of assessment

following that in which the capital payment is made.

(6) The Treasury may by order substitute for the percentage specified in subsection (3)
above (whether as originally enacted or as amended at any time under this subsection)
such other percentage as they think fit.

(7) An order under subsection (6) above may provide that an alteration of the percentage
is to have effect for periods beginning on or after a day specified in the order in relation
to interest running for chargeable periods beginning before that day (as well as interest
running for chargeable periods beginning on or after that day).

F207(8) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Textual Amendments
F199 S. 91(1)(1A) substituted for s. 91(1) (with effect in accordance with Sch. 7 para. 115 of the amending

Act) by Finance Act 2008 (c. 9), Sch. 7 para. 112(2)
F200 Words in s. 91(1)(a) inserted (15.3.2018) by Finance Act 2018 (c. 3), Sch. 10 para. 1(7)(a)(i)
F201 Words in s. 91(1)(a) substituted (15.3.2018) by Finance Act 2018 (c. 3), Sch. 10 para. 1(7)(a)(ii)
F202 Words in s. 91(1)(a) substituted (with effect in accordance with Sch. 1 paras. 120, 123 of the amending

Act) by Finance Act 2019 (c. 1), Sch. 1 para. 44
F203 Word in s. 91(1)(b) substituted (15.3.2018) by Finance Act 2018 (c. 3), Sch. 10 para. 1(7)(b)
F204 Word in s. 91(2) substituted (15.3.2018) by Finance Act 2018 (c. 3), Sch. 10 para. 1(7)(b)
F205 Word in s. 91(3) substituted (15.3.2018) by Finance Act 2018 (c. 3), Sch. 10 para. 1(7)(b)
F206 Words in s. 91(5)(a) substituted (with effect in accordance with Sch. 7 para. 115 of the amending Act)

by Finance Act 2008 (c. 9), Sch. 7 para. 112(3)
F207 S. 91(8) omitted (with effect in accordance with Sch. 7 para. 115 of the amending Act) by virtue of

Finance Act 2008 (c. 9), Sch. 7 para. 112(4)

F20892 Qualifying amounts and matching.

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Textual Amendments
F208 Ss. 92-95 omitted (with effect in accordance with Sch. 7 para. 115 of the amending Act) by virtue of

Finance Act 2008 (c. 9), Sch. 7 para. 113

F20893 Matching: special cases.

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
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Textual Amendments
F208 Ss. 92-95 omitted (with effect in accordance with Sch. 7 para. 115 of the amending Act) by virtue of

Finance Act 2008 (c. 9), Sch. 7 para. 113

F20894 Transfers of settled property where qualifying amounts not wholly matched.

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Textual Amendments
F208 Ss. 92-95 omitted (with effect in accordance with Sch. 7 para. 115 of the amending Act) by virtue of

Finance Act 2008 (c. 9), Sch. 7 para. 113

F20895 Matching after transfer.

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Textual Amendments
F208 Ss. 92-95 omitted (with effect in accordance with Sch. 7 para. 115 of the amending Act) by virtue of

Finance Act 2008 (c. 9), Sch. 7 para. 113

96 Payments by and to companies.

(1) Where a capital payment is received from a qualifying company which is controlled
by the trustees of a settlement at the time it is received, for the purposes of sections
87 to 90 [F209and Schedule 4C] it shall be treated as received from the trustees.

(2) Where a capital payment is received from the trustees of a settlement (or treated as
so received by virtue of subsection (1) above) and it is received by a non-resident
qualifying company, the rules in subsections (3) to (6) below shall apply for the
purposes of sections 87 to 90 [F209and Schedule 4C].

(3) If the company is controlled by one person alone at the time the payment is received,
and that person is then resident F210... in the United Kingdom, it shall be treated as a
capital payment received by that person.

(4) If the company is controlled by 2 or more persons (taking each one separately) at the
time the payment is received, then—

(a) if one of them is then resident F211... in the United Kingdom, it shall be treated
as a capital payment received by that person;

(b) if 2 or more of them are then resident F211... in the United Kingdom (“the
residents”) it shall be treated as being as many equal capital payments as
there are residents and each of them shall be treated as receiving one of the
payments.

(5) If the company is controlled by 2 or more persons (taking them together) at the time
the payment is received F212... —
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(a) it shall be treated as being as many capital payments as there are participators
in the company at the time it is received, and

(b) each such participator (whatever his residence F213... ) shall be treated as
receiving one of the payments, quantified on the basis of a just and reasonable
apportionment,

but where (by virtue of the preceding provisions of this subsection and apart from
this provision) a participator would be treated as receiving less than one-twentieth of
the payment actually received by the company, he shall not be treated as receiving
anything by virtue of this subsection.

(6) For the purposes of subsection (1) above a qualifying company is a close company or a
company which would be a close company if it were resident in the United Kingdom.

(7) For the purposes of subsection (1) above a company is controlled by the trustees of
a settlement if it is controlled by the trustees alone or by the trustees together with a
person who (or persons each of whom) falls within subsection (8) below.

(8) A person falls within this subsection if—
(a) he is a settlor in relation to the settlement, or
(b) he is connected with a person falling within paragraph (a) above.

(9) For the purposes of subsection (2) above a non-resident qualifying company is a
company which is not resident in the United Kingdom and would be a close company
if it were so resident.

[F214(9A) For the purposes of this section an individual shall be deemed to have been resident
in the United Kingdom at any time in any year of assessment [F215for which he or she
was not so resident if—

(a) [F216section 1M] applies to him or her, and
(b) the year falls within the temporary period of non-residence.]

(9B) If—
(a) it appears after the end of any year of assessment that any individual is to

be treated by virtue of subsection (9A) above as having been resident in the
United Kingdom at any time in that year, and

(b) as a consequence, any adjustments fall to be made to the amounts of tax taken
to have been chargeable by virtue of this section on any person,

nothing in any enactment limiting the time for the making of any claim or assessment
shall prevent the making of those adjustments (whether by means of an assessment,
an amendment of an assessment, a repayment of tax or otherwise).]

(10) For the purposes of this section—
(a) the question whether a company is controlled by a person or persons shall

be construed in accordance with [F217sections 450 and 451 of CTA 2010],
but in deciding that question for those purposes no rights or powers of (or
attributed to) an associate or associates of a person shall be attributed to him
under [F218section 451(4) to (6) of CTA 2010] if he is not a participator in the
company;

[F219(aa) a person is not to be regarded as a participator in a company controlled by the
trustees of a settlement where the person has a share or interest in the capital
or income of the company solely by virtue of an interest which the person has
under the settlement;]

(b) “participator” has the meaning given by [F220section 454 of CTA 2010].
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(11) This section shall apply to payments received on or after 19th March 1991.

Textual Amendments
F209 Words in s. 96(1)(2) inserted (with effect in accordance with s. 92(5) of the amending Act) by Finance

Act 2000 (c. 17), s. 92(4), Sch. 26 para. 3
F210 Words in s. 96(3) omitted (with effect in accordance with Sch. 46 para. 112 of the amending Act) by

virtue of Finance Act 2013 (c. 29), Sch. 46 para. 94(2)
F211 Words in s. 96(4)(a)(b) omitted (with effect in accordance with Sch. 46 para. 112 of the amending Act)

by virtue of Finance Act 2013 (c. 29), Sch. 46 para. 94(3)
F212 Words in s. 96(5) omitted (with application in accordance with s. 96(2) of the amending Act) by virtue

of Finance Act 2000 (c. 17), s. 96(1)
F213 Words in s. 96(5)(b) omitted (with effect in accordance with Sch. 46 para. 112 of the amending Act) by

virtue of Finance Act 2013 (c. 29), Sch. 46 para. 94(4)
F214 S. 96(9A)(9B) inserted (with effect in accordance with s. 127(4) of the amending Act) by Finance Act

1998 (c. 36), s. 127(3)
F215 Words in s. 96(9A) substituted (with effect in accordance with Sch. 45 para. 153(3) of the amending

Act) by Finance Act 2013 (c. 29), Sch. 45 para. 121
F216 Words in s. 96(9A)(a) substituted (with effect in accordance with Sch. 1 paras. 120, 123 of the

amending Act) by Finance Act 2019 (c. 1), Sch. 1 para. 45
F217 Words in s. 96(10)(a) substituted (with effect in accordance with s. 1184(1) of the amending Act) by

Corporation Tax Act 2010 (c. 4), s. 1184(1), Sch. 1 para. 230(a)(i) (with Sch. 2)
F218 Words in s. 96(10)(a) substituted (with effect in accordance with s. 1184(1) of the amending Act) by

Corporation Tax Act 2010 (c. 4), s. 1184(1), Sch. 1 para. 230(a)(ii) (with Sch. 2)
F219 S. 96(10)(aa) inserted (with effect in accordance with art. 6 of the amending S.I.) by The Enactment of

Extra-Statutory Concessions Order 2017 (S.I. 2017/495), arts. 1, 4
F220 Words in s. 96(10)(b) substituted (with effect in accordance with s. 1184(1) of the amending Act) by

Corporation Tax Act 2010 (c. 4), s. 1184(1), Sch. 1 para. 230(b) (with Sch. 2)

Modifications etc. (not altering text)
C15 Ss. 96-98 applied (with modifications) by Income and Corporation Taxes Act 1988 (c. 1), s. 762(3) (as

substituted (with effect in accordance with Sch. 7 para. 98 of the amending Act) by Finance Act 2008
(c. 9), Sch. 7 para. 93(3))

C16 Ss. 96-98 applied (with modifications) (with effect in accordance with art. 1(2)(3), Sch. 1 of the
amending S.I.) by The Offshore Funds (Tax) Regulations 2009 (S.I. 2009/3001), regs. 1(1), 20(3)

97 Supplementary provisions.

(1) In [F221sections 86A] to 96 [F222and Schedule 4C] and this section “capital payment”—
(a) means any payment which is [F223neither—

(i) chargeable to income tax on the recipient, nor
(ii) chargeable to income tax on another person under any of sections

643A, 643J and 643L of ITTOIA 2005 and sections 733A, 733C and
733E of ITA 2007,

or,] in the case of a recipient who is [F224not resident] in the United Kingdom,
any payment received otherwise than as income, but

(b) does not include a payment under a transaction entered into at arm’s length if
it is received on or after 19th March 1991.
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(2) In subsection (1) above references to a payment include references to the transfer of
an asset and the conferring of any other benefit, and to any occasion on which settled
property becomes property to which section 60 applies.

(3) The fact that the whole or part of a benefit is by virtue of [F225section 643A or 643J or
643L of ITTOIA 2005, or sections 731 to 733E of ITA 2007, treated as an individual's]
income for a year of assessment after that in which it is received—

(a) shall not prevent the benefit or that part of it being treated for the purposes of
[F221sections 86A] to 96 [F226and Schedule 4C] as a capital payment in relation
to any year of assessment earlier than that in which it is treated as his income;
but

(b) shall preclude its being treated for those purposes as a capital payment in
relation to that or any later year of assessment.

(4) For the purposes of [F221sections 86A] to 96 [F227and Schedule 4C] the amount of a
capital payment made by way of loan, and of any other capital payment which is not
an outright payment of money, shall be taken to be equal to the value of the benefit
conferred by it [F228(see sections 97A to 97C for the value of benefits conferred by a
capital payment made by way of loan or by way of making movable property or land
available)].

(5) For the purposes of [F221sections 86A] to 90 [F229and Schedule 4C] a capital payment
shall be regarded as received by a beneficiary from the trustees of a settlement if—

(a) he receives it from them directly or indirectly, or
(b) it is directly or indirectly applied by them in payment of any debt of his or is

otherwise paid or applied for his benefit, or
(c) it is received by a third person at the beneficiary’s direction.

(6) Section 16(3) shall not prevent losses accruing to trustees in a year of assessment for
which section 87 of this Act or section 17 of the 1979 Act applied to the settlement
from being allowed as a deduction from chargeable gains accruing in any later year (so
far as they have not previously been set against gains for the purposes of a computation
under either of those sections or otherwise).

(7) In [F230sections 86A] to 96 [F231and Schedule 4C] and in F232... this section—
[F233“settlement” has the meaning given by section 620 of ITTOIA 2005,

and
“settled property” and references (however expressed) to property

comprised in a settlement shall be construed accordingly].

[F234(7A) In this section, sections 86A to 96 and Schedule 4C “trustee”, in relation to a settlement
in relation to which there would be no trustees apart from this subsection, means any
person in whom the settled property or its management is for the time being vested
(and a person who is treated as a trustee of the settlement by virtue of this subsection
shall be treated as a trustee of the settlement for the purposes of section 69).]

(8) In a case where—
(a) at any time on or after 19th March 1991 a capital payment is received from the

trustees of a settlement or is treated as so received by virtue of section 96(1),
(b) it is received by a person, or treated as received by a person by virtue of

section 96(2) to (5),
(c) at the time it is received or treated as received, the person is not (apart from

this subsection) a beneficiary of the settlement, and
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(d) subsection (9) or (10) below does not prevent this subsection applying,
for the purposes of [F230sections 86A] to 90 [F235and Schedule 4C] the person shall be
treated as a beneficiary of the settlement as regards events occurring at or after that
time.

(9) Subsection (8) above shall not apply where a payment mentioned in paragraph (a) is
made in circumstances where it is treated (otherwise than by subsection (8) above) as
received by a beneficiary.

(10) Subsection (8) above shall not apply so as to treat—
(a) the trustees of the settlement referred to in that subsection, or
(b) the trustees of any other settlement,

as beneficiaries of the settlement referred to in that subsection.

Textual Amendments
F221 Words in s. 97(1)-(5) substituted (with effect in accordance with s. 129(3) of the amending Act) by

Finance Act 1998 (c. 36), s. 129(2)
F222 Words in s. 97(1) inserted (with effect in accordance with s. 92(5) of the amending Act) by Finance

Act 2000 (c. 17), s. 92(4)(a), Sch. 26 para. 4(a)
F223 Words in s. 97(1)(a) substituted (15.3.2018) by Finance Act 2018 (c. 3), Sch. 10 para. 20(2) (with

Sch. 10 para. 20(5))
F224 Words in s. 97(1)(a) substituted (with effect in accordance with Sch. 46 para. 112 of the amending Act)

by Finance Act 2013 (c. 29), Sch. 46 para. 95
F225 Words in s. 97(3) substituted (15.3.2018) by Finance Act 2018 (c. 3), Sch. 10 para. 20(3) (with Sch.

10 para. 20(5))
F226 Words in s. 97(3)(a) inserted (with effect in accordance with s. 92(5) of the amending Act) by Finance

Act 2000 (c. 17), s. 92(4)(a), Sch. 26 para. 4(a)
F227 Words in s. 97(4) inserted (with effect in accordance with s. 92(5) of the amending Act) by Finance

Act 2000 (c. 17), s. 92(4)(a), Sch. 26 para. 4(a)
F228 Words in s. 97(4) inserted (with effect in accordance with Sch. 9 para. 3 of the amending Act) by

Finance (No. 2) Act 2017 (c. 32), Sch. 9 para. 1(1)
F229 Words in s. 97(5) inserted (with effect in accordance with s. 92(5) of the amending Act) by Finance

Act 2000 (c. 17), s. 92(4)(b), Sch. 26 para. 4(b)
F230 Words in s. 97(7)(8) substituted (with effect in accordance with s. 129(3) of the amending Act) by

Finance Act 1998 (c. 36), s. 129(2)
F231 Words in s. 97(7) inserted (with effect in accordance with s. 92(5) of the amending Act) by Finance

Act 2000 (c. 17), s. 92(4)(a), Sch. 26 para. 4(a)
F232 Words in s. 97(7) repealed (retrospective to 6.4.2006) by Finance Act 2006 (c. 25), Sch. 12 para. 15(1)

(a)(3), Sch. 26 Pt. 3(15)
F233 Words in s. 97(7) substituted (retrospective to 6.4.2006) by Finance Act 2006 (c. 25), Sch. 12 para.

15(1)(b)(3)
F234 S. 97(7A) inserted (retrospective to 6.4.2006) by Finance Act 2006 (c. 25), Sch. 12 para. 15(2)(3)
F235 Words in s. 97(8) inserted (with effect in accordance with s. 92(5) of the amending Act) by Finance

Act 2000 (c. 17), s. 92(4)(b), Sch. 26 para. 4(b)

Modifications etc. (not altering text)
C15 Ss. 96-98 applied (with modifications) by Income and Corporation Taxes Act 1988 (c. 1), s. 762(3) (as

substituted (with effect in accordance with Sch. 7 para. 98 of the amending Act) by Finance Act 2008
(c. 9), Sch. 7 para. 93(3))

C16 Ss. 96-98 applied (with modifications) (with effect in accordance with art. 1(2)(3), Sch. 1 of the
amending S.I.) by The Offshore Funds (Tax) Regulations 2009 (S.I. 2009/3001), regs. 1(1), 20(3)
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[F23697A Value of benefit conferred by capital payment made by way of loan

(1) For the purposes of section 97(4), the value of the benefit conferred on a person (P)
by a capital payment made by way of loan to P is, for each tax year in which the loan
is outstanding, the amount (if any) by which—

(a) the amount of interest that would have been payable in that year on the loan
if interest had been payable on the loan at the official rate, exceeds

(b) the amount of interest (if any) actually paid by P in that year on the loan.

(2) In this section and section 97B the “official rate”, in relation to interest, means the
rate applicable from time to time under section 178 of the Finance Act 1989 for the
purposes of Chapter 7 of Part 3 of ITEPA 2003.

Textual Amendments
F236 Ss. 97A-97C inserted (with effect in accordance with Sch. 9 para. 3 of the amending Act) by Finance

(No. 2) Act 2017 (c. 32), Sch. 9 para. 1(2)

97B Value of benefit conferred by capital payment made by way of making movable
property available

(1) For the purposes of section 97(4), the value of the benefit conferred by a capital
payment consisting of making movable property available, without any transfer of the
property in it, to a person (P) is, for each tax year in which the benefit is conferred
on P—

        

where—

CC is the capital cost of the movable property on the date when the property is first
made available to P in the tax year,

D is the number of days in the tax year on which the property is made available to
P (the relevant period),

R is the official rate of interest for the relevant period (but see subsection (3)),

T is the total of the amounts (if any) paid in the tax year by P—
(a) to the person conferring the benefit, in respect of the availability of the movable

property, or
(b) so far as not within paragraph (a), in respect of the repair, insurance, maintenance

or storage of the movable property, and

Y is the number of days in the tax year.

(2) In subsection (1), in the meaning of CC, the “capital cost” of movable property means
an amount equal to the total of—

(a) the amount which is the greater of—
(i) the amount or value of the consideration given for the acquisition of

the movable property by, or on behalf of, the person (A) conferring
the benefit, and
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(ii) its market value at the time of that acquisition, and
(b) the amount of any expenditure wholly and exclusively incurred by, or on

behalf of, A for the purpose of enhancing the value of the movable property.

(3) If the official rate of interest changes during the relevant period, then in subsection (1)
R is the average official rate of interest for the period calculated as follows.

Step 1 Multiply each official rate of interest in force during the relevant period
by the number of days when it is in force.
Step 2 Add together the products found in Step 1.
Step 3 Divide the total found in Step 2 by the number of days in the relevant
period.

(4) In subsections (1) and (2), “movable property” means any tangible movable property
other than money.

Textual Amendments
F236 Ss. 97A-97C inserted (with effect in accordance with Sch. 9 para. 3 of the amending Act) by Finance

(No. 2) Act 2017 (c. 32), Sch. 9 para. 1(2)

97C Value of benefit conferred by capital payment made by way of making land
available

(1) For the purposes of section 97(4), the value of the benefit conferred by a capital
payment consisting of making land available for the use of a person (P) is, for each
tax year in which the benefit is conferred on P, the amount by which—

(a) the rental value of the land for the period of the tax year during which the land
is made available to P, exceeds

(b) the total of the amounts (if any) paid in the tax year by P—
(i) to the person conferring the benefit, in respect of the availability of

the land, or
(ii) so far as not within sub-paragraph (i), in respect of costs of repair,

insurance or maintenance relating to the land.

(2) Subsection (1) does not apply in the case where the person conferring the benefit
transfers the whole of the person's interest in the land to P.

(3) In subsection (1) “the rental value” of the land for a period means the rent which would
have been payable for the period if the land had been let to P at an annual rent equal
to the annual value.

(4) For the purposes of subsection (3) “the annual value” of land is the rent that might
reasonably be expected to be obtained on a letting from year to year if—

(a) the tenant undertook to pay all taxes, rates and charges usually paid by a
tenant, and

(b) the landlord undertook to bear the costs of the repairs and insurance and the
other expenses (if any) necessary for maintaining the property in a state to
command that rent.

(5) For the purposes of subsection (4) that rent—
(a) is to be taken to be the amount that might reasonably be expected to be so

obtained in respect of a letting of the land, and
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(b) is to be calculated on the basis that the only amounts that may be deducted
in respect of services provided by the landlord are amounts in respect of the
costs to the landlord of providing any relevant services.

(6) In subsection (5) “relevant service” means a service other than the repair, insurance
or maintenance of the property.]

Textual Amendments
F236 Ss. 97A-97C inserted (with effect in accordance with Sch. 9 para. 3 of the amending Act) by Finance

(No. 2) Act 2017 (c. 32), Sch. 9 para. 1(2)

98 Power to obtain information for purposes of sections 87 to 90.

(1) The Board may by notice require any person to furnish them within such time as they
may direct, not being less than 28 days, with such particulars as they think necessary
for the purposes of sections 87 to 90.

(2) [F237Sections 748(3) to (5), 749 and 750 of ITA 2007 shall have effect in relation to
subsection (1) above as they have effect in relation to section 748(1) and (2) of that
Act], but in their application by virtue of this subsection—

(a) references to [F238Chapter 2 of Part 13 of that Act] shall be construed as
references to sections 87 to 90; F239...

F240(b) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

[F241(3) The provisions of subsections (1) and (2) above have effect as if the references to
sections 87 to 90 included references to Schedule 4C.]

Textual Amendments
F237 Words in s. 98(2) substituted (6.4.2007) by Income Tax Act 2007 (c. 3), s. 1034(1), Sch. 1 para.

303(a) (with Sch. 2)
F238 Words in s. 98(2)(a) substituted (6.4.2007) by Income Tax Act 2007 (c. 3), s. 1034(1), Sch. 1 para.

303(b) (with Sch. 2)
F239 Word in s. 98(2)(a) repealed (retrospective to 6.4.2006) by Finance Act 2006 (c. 25), Sch. 12 para.

16(1)(b)(2), Sch. 26 Pt. 3(15)
F240 S. 98(2)(b) repealed (retrospective to 6.4.2006) by Finance Act 2006 (c. 25), Sch. 12 para. 16(1)(c)(2),

Sch. 26 Pt. 3(15)
F241 S. 98(3) added (with effect in accordance with s. 92(5) of the amending Act) by Finance Act 2000

(c. 17), s. 92(4)(b), Sch. 26 para. 5

Modifications etc. (not altering text)
C15 Ss. 96-98 applied (with modifications) by Income and Corporation Taxes Act 1988 (c. 1), s. 762(3) (as

substituted (with effect in accordance with Sch. 7 para. 98 of the amending Act) by Finance Act 2008
(c. 9), Sch. 7 para. 93(3))

C16 Ss. 96-98 applied (with modifications) (with effect in accordance with art. 1(2)(3), Sch. 1 of the
amending S.I.) by The Offshore Funds (Tax) Regulations 2009 (S.I. 2009/3001), regs. 1(1), 20(3)
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[F24298A Settlements with foreign element: information.

Schedule 5A to this Act (which contains general provisions about information relating
to settlements with a foreign element) shall have effect.]

Textual Amendments
F242 S. 98A inserted (3.5.1994) by Finance Act 1994 (c. 9), s. 97(2)

CHAPTER III

COLLECTIVE INVESTMENT SCHEMES AND INVESTMENT TRUSTS [F243ETC]

Textual Amendments
F243 Word in Pt. 3 Ch. 3 heading inserted (with effect in accordance with Sch. 22 para. 12 of the amending

Act) by Finance Act 2009 (c. 10), Sch. 22 para. 9; S.I. 2010/670, art. 2

99 Application of Act to unit trust schemes.

(1) This Act shall apply in relation to any unit trust scheme as if—
(a) the scheme were a company,
(b) the rights of the unit holders were shares in the company, and
(c) in the case of an authorised unit trust, the company were resident F244... in the

United Kingdom,
except that nothing in this section shall be taken to bring a unit trust scheme within
the charge to corporation tax on chargeable gains.

[F245(1A) Subsection (1) does not apply to an offshore fund that is a transparent fund within the
meaning given by regulation 11 of the Offshore Funds (Tax) Regulations 2009 (see
instead section 103D).]

(2) Subject to subsection (3) [F246and [F247sections 99A and 151W(a)]] below, in this Act—
(a) “unit trust scheme” has the [F248meaning given by section 237(1) of the

Financial Services and Markets Act 2000],
[F249(aa) “unit holder” means a person entitled to a share of the investments subject to

the trusts of a unit trust scheme;
(b) “authorised unit trust” means, as respects an accounting period, a unit trust

scheme in the case of which an order under section 243 of the Financial
Services and Markets Act 2000 is in force during the whole or part of that
period.]

[F250(c) “open-ended investment company” has the meaning given by subsection (10)
of section 468 of the Taxes Act, read with subsections (11) to (18) of that
section, as those subsections are added by regulation 10(4) of the Open-ended
Investment Companies (Tax) Regulations 1997; and accordingly references
in subsections (11) to (16) of that section to “the Tax Acts” shall be construed
as if they included references to this Act.]

(3) The Treasury may by regulations provide that any scheme of a description specified
in the regulations shall be treated as not being a unit trust scheme for the purposes
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of this Act; and regulations under this section may contain such supplementary and
transitional provisions as appear to the Treasury to be necessary or expedient.

Textual Amendments
F244 Words in s. 99(1)(c) omitted (with effect in accordance with Sch. 46 para. 112 of the amending Act) by

virtue of Finance Act 2013 (c. 29), Sch. 46 para. 96
F245 S. 99(1A) inserted (with effect in accordance with reg. 1(2) of the amending S.I.) by The Collective

Investment Schemes and Offshore Funds (Amendment of the Taxation of Chargeable Gains Act 1992)
Regulations 2017 (S.I. 2017/1204), regs. 1(1), 3

F246 Words in s. 99(2) inserted (with effect in accordance with s. 118(5) of the amending Act) by Finance
Act 2004 (c. 12), s. 118(2)(a)

F247 Words in s. 99(2) substituted (with effect in accordance with s. 381(1) of the amending Act) by
Taxation (International and Other Provisions) Act 2010 (c. 8), s. 381(1), Sch. 8 para. 199 (with Sch. 9
paras. 1-9, 22)

F248 Words in s. 99(2)(a) substituted (1.12.2001) by The Financial Services and Markets Act 2000
(Consequential Amendments) (Taxes) Order 2001 (S.I. 2001/3629), arts. 1(2)(a), 62(1)

F249 S. 99(2)(aa)(b) substituted for s. 99(2)(b) (with effect in accordance with s. 118(5) of the amending
Act) by Finance Act 2004 (c. 12), s. 118(2)(b)

F250 S. 99(2)(c) added (28.4.1997) by The Open-ended Investment Companies (Tax) Regulations 1997 (S.I.
1997/1154), regs. 1(1), 20

Modifications etc. (not altering text)
C17 S. 99 extended (27.7.1993) by 1993 c. 37, s. 12, Sch. 2 Pt. I para. 22(2)
C18 S. 99(1) excluded in part by The Authorised Investment Funds (Tax) Regulations 2006 (S.I. 2006/964),

reg. 14B (as inserted (with effect in accordance with reg. 1(2) of the amending S.I.) by S.I. 2008/3159,
regs. 1(1), 11)

C19 S. 99(1) excluded in part (9.12.2021) by S.I. 2006/964, reg. 14DA(2)(d) (as inserted by The
Authorised Investment Funds (Tax) (Amendment) Regulations 2021 (S.I. 2021/1270), regs. 1, 3(2))

[F25199A [F252Treatment of umbrella schemes]

(1) In this section an “umbrella scheme” means [F253a relevant collective investment
scheme]—

(a) which provides arrangements for separate pooling of the contributions of the
participants and the profits or income out of which payments are to be made
to them, and

(b) under which the participants are entitled to exchange rights in one pool for
rights in another,

and any reference to a part of an umbrella scheme is a reference to such of the
arrangements as relate to a separate pool.

[F254(2) For the purposes of this Act (except subsection (1) and section 103C)—
(a) each of the parts of an umbrella scheme shall itself be regarded as a collective

investment scheme of the same form as the umbrella scheme as a whole, and
(b) the umbrella scheme as a whole shall not be regarded as a collective

investment scheme of that form or as any other form of collective investment
scheme,

and the participants in the umbrella scheme are to be treated accordingly.

(2A) Subsection (2)—
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(a) does not prevent gains or losses accruing to an umbrella scheme which is a
unit trust scheme (other than an authorised unit trust) being regarded as gains
or losses accruing to the umbrella scheme as a whole, and

(b) does not apply for the purposes of section 100(2).]
F255(3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

(4) Nothing in [F256subsection (2)] shall prevent—
(a) gains accruing to an umbrella scheme being regarded as gains accruing to

an authorised unit trust for the purposes of section 100(1) (exemption for
authorised unit trusts etc);

(b) a transfer of business to an umbrella scheme being regarded as a transfer
to [F257a unit trust scheme] for the purposes of section 139(4) (exclusion of
transfers to authorised unit trusts etc);

F258(c) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

[
F259(5)

For the purposes of subsection (1), “arrangements” includes arrangements provided
in a company’s instrument of incorporation.

(6) In this section, “relevant collective investment scheme” means a collective investment
scheme which is—

(a) an authorised contractual scheme which is a co-ownership scheme,
(b) a unit trust scheme, or
(c) an offshore fund.]]

Textual Amendments
F251 S. 99A inserted (with effect in accordance with s. 118(5) of the amending Act) by Finance Act 2004

(c. 12), s. 118(3)
F252 S. 99A heading substituted (8.6.2013) by The Collective Investment Schemes (Tax Transparent Funds,

Exchanges, Mergers and Schemes of Reconstruction) Regulations 2013 (S.I. 2013/1400), regs. 1(1),
8(f) (with reg. 1(2))

F253 Words in s. 99A(1) substituted (8.6.2013) by The Collective Investment Schemes (Tax Transparent
Funds, Exchanges, Mergers and Schemes of Reconstruction) Regulations 2013 (S.I. 2013/1400), regs.
1(1), 8(a) (with reg. 1(2))

F254 S. 99A(2)(2A) substituted for s. 99A(2) (8.6.2013) by The Collective Investment Schemes (Tax
Transparent Funds, Exchanges, Mergers and Schemes of Reconstruction) Regulations 2013 (S.I.
2013/1400), regs. 1(1), 8(b) (with reg. 1(2))

F255 S. 99A(3) omitted (8.6.2013) by virtue of The Collective Investment Schemes (Tax Transparent Funds,
Exchanges, Mergers and Schemes of Reconstruction) Regulations 2013 (S.I. 2013/1400), regs. 1(1),
8(c) (with reg. 1(2))

F256 Words in s. 99A(4) substituted (8.6.2013) by The Collective Investment Schemes (Tax Transparent
Funds, Exchanges, Mergers and Schemes of Reconstruction) Regulations 2013 (S.I. 2013/1400), regs.
1(1), 8(d)(i) (with reg. 1(2))

F257 Words in s. 99A(4)(b) substituted (8.6.2013) by The Collective Investment Schemes (Tax Transparent
Funds, Exchanges, Mergers and Schemes of Reconstruction) Regulations 2013 (S.I. 2013/1400), regs.
1(1), 8(d)(ii) (with reg. 1(2))

F258 S. 99A(4)(c) repealed (6.4.2006) by Finance Act 2004 (c. 12), Sch. 42 Pt. 3 (with Sch. 36)
F259 S. 99A(5)(6) inserted (8.6.2013) by The Collective Investment Schemes (Tax Transparent Funds,

Exchanges, Mergers and Schemes of Reconstruction) Regulations 2013 (S.I. 2013/1400), regs. 1(1),
8(e) (with reg. 1(2))
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[F26099B Calculation of the disposal cost of accumulation units

(1) For the purposes of computing the gain accruing on a disposal by a unit holder of
units in a unit trust scheme and for the purposes of all other provisions of this Act, an
amount shall be treated as expenditure falling within section 38(1)(b) if—

(a) it represents income from the investments subject to the unit trust scheme,
(b) it has been reinvested in respect of the units on behalf of the unit holder

(without an issue of new units), and
(c) it is either—

(i) charged to income tax as income of the unit holder (or would be
charged to income tax as his income but for a relief which has effect
in respect of it) for the purposes of the Income Tax Acts, or

(ii) taken into account as a receipt in calculating profits, gains or losses
of the unit holder for the purposes of the Income Tax Acts.

(2) Where an amount is treated as expenditure by virtue of subsection (1), the expenditure
shall be treated for the purposes of this Act as having been incurred—

(a) in relation to an authorised unit trust, on the distribution date for the
distribution period in respect of which the amount is reinvested, and

(b) in relation to any other unit trust scheme, on the date on which the amount
is reinvested.

(3) In subsection (2)(a) “distribution date” and “distribution period” shall have the
meaning given by [F261regulations made under section 17(3) of the Finance (No. 2)
Act 2005 (as at 1st April 2006, see regulation 15 of the Authorised Investment Funds
(Tax) Regulations 2006 (S.I. 2006/964))].

[
F262(4)

Subsection (1) does not apply to disposals in units of an offshore fund that is a
transparent fund within the meaning given by regulation 11 of the Offshore Funds
(Tax) Regulations 2009 (see instead section 103D).]]

Textual Amendments
F260 S. 99B inserted (with effect in accordance with s. 21(2) of the amending Act) by Finance (No. 2) Act

2005 (c. 22), s. 21(1)
F261 Words in s. 99B(3) substituted (with effect in accordance with reg. 1(2) of the amending S.I.) by The

Authorised Investment Funds (Tax) Regulations 2006 (S.I. 2006/964), regs. 1(1), 89(2)
F262 S. 99B(4) inserted (with effect in accordance with reg. 1(2) of the amending S.I.) by The Collective

Investment Schemes and Offshore Funds (Amendment of the Taxation of Chargeable Gains Act 1992)
Regulations 2017 (S.I. 2017/1204), regs. 1(1), 4

100 Exemption for authorised unit trusts etc.

(1) Gains accruing to an authorised unit trust, an investment trust [F263a venture capital
trust] or a court investment fund shall not be chargeable gains.

F264(2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
F264(2A) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
F264(2B) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
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(3) In this Act “court investment fund” means a fund established under section 42 of the
M3Administration of Justice Act 1982.

Textual Amendments
F263 Words in s. 100(1) inserted (with effect in accordance with s. 72(8) of the amending Act) by Finance

Act 1995 (c. 4), s. 72(2)
F264 S. 100(2)-(2B) omitted (6.4.2014) by virtue of The Unauthorised Unit Trusts (Tax) Regulations 2013

(S.I. 2013/2819), regs. 1(3), 34 (with reg. 32)

Modifications etc. (not altering text)
C20 S. 100 excluded by The Authorised Investment Funds (Tax) Regulations 2006 (S.I. 2006/964), reg.

14B (as inserted (with effect in accordance with reg. 1(2) of the amending S.I.) by S.I. 2008/3159,
regs. 1(1), 11)

C21 S. 100 excluded (9.12.2021) by S.I. 2006/964, reg. 14DA(2)(e) (as inserted by The Authorised
Investment Funds (Tax) (Amendment) Regulations 2021 (S.I. 2021/1270), regs. 1, 3(2))

C22 S. 100(1) modified (with effect in accordance with reg. 1(2)(a) of the amending S.I.) by The Venture
Capital Trust (Winding up and Mergers) (Tax) Regulations 2004 (S.I. 2004/2199), regs. 1(1), 5

Marginal Citations
M3 1982 c. 53.

F265100AExemption for certain EEA UCITS

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Textual Amendments
F265 S. 100A omitted (with effect in accordance with Sch. 1 paras. 120, 123 of the amending Act) by virtue

of Finance Act 2019 (c. 1), Sch. 1 para. 46

101 Transfer of company’s assets to investment trust.

(1) Where section 139 has applied on the transfer of a company’s business (in whole or
in part) to a company which at the time of the transfer was not an investment trust,
then if—

(a) at any time after the transfer the company becomes for an accounting period
an investment trust, and

(b) at the beginning of that accounting period the company still owns any of the
assets of the business transferred,

the company shall be treated for all the purposes of this Act as if immediately after the
transfer it had sold, and immediately reacquired, the assets referred to in paragraph (b)
above at their market value at that time.

[F266(1A) Any chargeable gain or allowable loss which, apart from this subsection, would accrue
to the company on the sale referred to in subsection (1) above shall be treated as
accruing to the company immediately before the end of the last accounting period to
end before the beginning of the accounting period mentioned in that subsection.]
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[F267(1B) This section does not apply if at the time at which the company becomes an investment
trust there has been an event by virtue of which it falls by virtue of section 101B(1)
to be treated as having sold, and immediately reacquired, the assets immediately after
the transfer referred to in subsection (1) above.]

(2) Notwithstanding any limitation on the time for making assessments, an assessment to
corporation tax chargeable in consequence of subsection (1) above may be made at any
time within 6 years after the end of the accounting period referred to in subsection (1)
above, and where under this section a company is to be treated as having disposed of,
and reacquired, an asset of a business, all such recomputations of liability in respect
of other disposals and all such adjustments of tax, whether by way of assessment or
by way of discharge or repayment of tax, as may be required in consequence of the
provisions of this section shall be carried out.

Textual Amendments
F266 S. 101(1A) inserted (29.4.1996 with effect as specified in s. 140(2) of the amending Act) by Finance

Act 1996 (c. 8), s. 140(1)
F267 S. 101(1B) inserted (with application in accordance with s. 134(5) of the amending Act) by Finance

Act 1998 (c. 36), s. 134(3)

[F268101ATransfer within group to investment trust.

(1) This section applies where—
(a) an asset has been disposed of to a company (the “acquiring company") and the

disposal has been treated by virtue of section 171(1) as giving rise to neither
a gain nor a loss,

(b) at the time of the disposal the acquiring company was not an investment trust,
and

(c) the conditions set out in subsection (2) below are satisfied by the acquiring
company.

(2) Those conditions are satisfied by the acquiring company if—
(a) it becomes an investment trust for an accounting period beginning not more

than 6 years after the time of the disposal,
(b) at the beginning of that accounting period, it owns, otherwise than as trading

stock—
(i) the asset, or

(ii) property to which a chargeable gain has been carried forward from
the asset on a replacement of business assets,

(c) it has not been an investment trust for any earlier accounting period beginning
after the time of the disposal, and

(d) at the time at which it becomes an investment trust, there has not been an event
by virtue of which it falls by virtue of section 179(3) or 101C(3) to be treated
as having sold, and immediately reacquired, the asset at the time specified in
subsection (3) below.

(3) The acquiring company shall be treated for all the purposes of this Act as if
immediately after the disposal it had sold, and immediately reacquired, the asset at its
market value at that time.
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(4) Any chargeable gain or allowable loss which, apart from this subsection, would accrue
to the acquiring company on the sale referred to in subsection (3) above shall be treated
as accruing to it immediately before the end of the last accounting period to end before
the beginning of the accounting period for which the acquiring company becomes an
investment trust.

(5) For the purposes of this section a chargeable gain is carried forward from an asset to
other property on a replacement of business assets if—

(a) by one or more claims under sections 152 to 158, the chargeable gain accruing
on a disposal of the asset is reduced, and

(b) as a result an amount falls to be deducted from the expenditure allowable in
computing a gain accruing on the disposal of the other property.

(6) For the purposes of this section an asset acquired by the acquiring company shall be
treated as the same as an asset owned by it at a later time if the value of the second
asset is derived in whole or in part from the first asset; and, in particular, assets shall
be so treated where—

(a) the second asset is a freehold and the first asset was a leasehold; and
(b) the lessee has acquired the reversion.

(7) Where under this section a company is to be treated as having disposed of and
reacquired an asset—

(a) all such recomputations of liability in respect of other disposals, and
(b) all such adjustments of tax, whether by way of assessment or by way of

discharge or repayment of tax,
as may be required in consequence of the provisions of this section shall be carried out.

(8) Notwithstanding any limitation on the time for making assessments, any assessment
to corporation tax chargeable in consequence of this section may be made at any time
within 6 years after the end of the accounting period referred to in subsection (2)(a)
above.]

Textual Amendments
F268 S. 101A inserted (with application in accordance with s. 133(3) of the amending Act) by Finance Act

1998 (c. 36), s. 133(1)

[F269101BTransfer of company’s assets to venture capital trust.

(1) Where section 139 has applied on the transfer of a company’s business (in whole or
in part) to a company which at the time of the transfer was not a venture capital trust,
then if—

(a) at any time after the transfer the company becomes a venture capital trust by
virtue of an approval for the purposes of [F270Part 6 of ITA 2007]; and

(b) at the time as from which the approval has effect the company still owns any
of the assets of the business transferred,

the company shall be treated for all the purposes of this Act as if immediately after the
transfer it had sold, and immediately reacquired, the assets referred to in paragraph (b)
above at their market value at that time.
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(2) Any chargeable gain or allowable loss which, apart from this subsection, would accrue
to the company on the sale referred to in subsection (1) above shall be treated as
accruing to the company immediately before the time mentioned in subsection (1)(b)
above.

(3) This section does not apply if at the time mentioned in subsection (1)(b) above there
has been an event by virtue of which the company falls by virtue of section 101(1)
to be treated as having sold, and immediately reacquired, the assets immediately after
the transfer referred to in subsection (1) above.

(4) Notwithstanding any limitation on the time for making assessments, any assessment to
corporation tax chargeable in consequence of this section may, in a case in which the
approval mentioned in subsection (1)(a) above has effect as from the beginning of an
accounting period, be made at any time within 6 years after the end of that accounting
period.

(5) Where under this section a company is to be treated as having disposed of, and
reacquired, an asset of a business, all such recomputations of liability in respect of
other disposals and all such adjustments of tax, whether by way of assessment or
by way of discharge or repayment of tax, as may be required in consequence of the
provisions of this section shall be carried out.]

Textual Amendments
F269 S. 101B inserted (with application in accordance with s. 134(5) of the amending Act) by Finance Act

1998 (c. 36), s. 134(2)
F270 Words in s. 101B(1)(a) substituted (6.4.2007) by Income Tax Act 2007 (c. 3), s. 1034(1), Sch. 1 para.

304 (with Sch. 2)

[F271101CTransfer within group to venture capital trust.

(1) This section applies where—
(a) an asset has been disposed of to a company (the “acquiring company") and the

disposal has been treated by virtue of section 171(1) as giving rise to neither
a gain nor a loss,

(b) at the time of the disposal the acquiring company was not a venture capital
trust, and

(c) the conditions set out in subsection (2) below are satisfied by the acquiring
company.

(2) Those conditions are satisfied by the acquiring company if—
(a) it becomes a venture capital trust by virtue of an approval having effect as

from a time (the “time of approval") not more than 6 years after the time of
the disposal,

(b) at the time of approval the company owns, otherwise than as trading stock—
(i) the asset, or

(ii) property to which a chargeable gain has been carried forward from
the asset on a replacement of business assets,

(c) it has not been a venture capital trust at any earlier time since the time of the
disposal, and
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(d) at the time of approval, there has not been an event by virtue of which it
falls by virtue of section 179(3) or 101A(3) to be treated as having sold, and
immediately reacquired, the asset at the time specified in subsection (3) below.

(3) The acquiring company shall be treated for all the purposes of this Act as if
immediately after the disposal it had sold, and immediately reacquired, the asset at its
market value at that time.

(4) Any chargeable gain or allowable loss which, apart from this subsection, would accrue
to the acquiring company on the sale referred to in subsection (3) above shall be treated
as accruing to it immediately before the time of approval.

(5) Subsections (5) to (7) of section 101A apply for the purposes of this section as they
apply for the purposes of that section.

(6) Notwithstanding any limitation on the time for making assessments, any assessment
to corporation tax chargeable in consequence of this section may, in a case in which
the time of approval is the time at which an accounting period of the company begins,
be made at any time within 6 years after the end of that accounting period.

(7) Any reference in this section to an approval is a reference to an approval for the
purposes of [F272Part 6 of ITA 2007].]

Textual Amendments
F271 S. 101C inserted (with application in accordance with s. 135(5) of the amending Act) by Finance Act

1998 (c. 36), s. 135(2)
F272 Words in s. 101C(7) substituted (6.4.2007) by Income Tax Act 2007 (c. 3), s. 1034(1), Sch. 1 para.

305 (with Sch. 2)

F273102 Collective investment schemes with property divided into separate parts.

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Textual Amendments
F273 S. 102 omitted (8.6.2013) by virtue of The Collective Investment Schemes (Tax Transparent Funds,

Exchanges, Mergers and Schemes of Reconstruction) Regulations 2013 (S.I. 2013/1400), regs. 1(1), 9
(with reg. 1(2))

F274103 Restriction on availability of indexation allowance.

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Textual Amendments
F274 S. 103 repealed (with effect in accordance with s. 93(11) of the amending Act) by Finance Act 1994

(c. 9), s. 93(7), Sch. 26 Pt. V(8) (with Sch. 12)

http://www.legislation.gov.uk/id/ukpga/1998/36
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http://www.legislation.gov.uk/id/ukpga/2007/3
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F275103AApplication of Act to certain offshore funds

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Textual Amendments
F275 Ss. 103A, 103B omitted (with effect in accordance with reg. 1(2) of the amending S.I.) by virtue of

The Collective Investment Schemes and Offshore Funds (Amendment of the Taxation of Chargeable
Gains Act 1992) Regulations 2017 (S.I. 2017/1204), regs. 1(1), 5

F275103BApplication of section 99B to transparent funds

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Textual Amendments
F275 Ss. 103A, 103B omitted (with effect in accordance with reg. 1(2) of the amending S.I.) by virtue of

The Collective Investment Schemes and Offshore Funds (Amendment of the Taxation of Chargeable
Gains Act 1992) Regulations 2017 (S.I. 2017/1204), regs. 1(1), 5

[F276103CPower to make regulations about collective investment schemes

(1) The Treasury may by regulations make provision about the treatment of participants
in collective investment schemes for the purposes of this Act.

(2) The regulations may, in particular, specify descriptions of collective investment
scheme in relation to which they are to apply.

(3) Regulations under this section may make different provision for different cases or
different purposes.

(4) Regulations under this section—
(a) may modify this Act or any other enactment or instrument (whenever passed

or made), and
(b) may include incidental, consequential, supplementary or transitional

provision.

(5) A statutory instrument containing regulations under this section must be laid before
the House of Commons after being made.

(6) The regulations cease to have effect at the end of the period of 40 days beginning
with the day on which the instrument is made unless before the end of that period the
instrument is approved by a resolution of the House of Commons.

(7) After an instrument containing regulations under this section has been approved under
subsection (6), subsections (5) and (6) do not apply to any subsequent such instrument
(and accordingly section 287(3) applies to any such instrument).

(8) If regulations cease to have effect as a result of subsection (6), that does not—
(a) affect anything previously done under the regulations, or
(b) prevent the making of new regulations to the same or similar effect.

http://www.legislation.gov.uk/id/uksi/2017/1204
http://www.legislation.gov.uk/id/uksi/2017/1204
http://www.legislation.gov.uk/id/uksi/2017/1204/regulation/1/1
http://www.legislation.gov.uk/id/uksi/2017/1204/regulation/5
http://www.legislation.gov.uk/id/uksi/2017/1204
http://www.legislation.gov.uk/id/uksi/2017/1204
http://www.legislation.gov.uk/id/uksi/2017/1204/regulation/1/1
http://www.legislation.gov.uk/id/uksi/2017/1204/regulation/5
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(9) In calculating the period of 40 days for the purposes of subsection (6), no account is
to be taken of any time during which Parliament is dissolved or prorogued or during
which the House of Commons is adjourned for more than 4 days.

(10) In this section—
“modify” includes amend, repeal or revoke, and
“participant”, in relation to a collective investment scheme, is to be read in

accordance with section 235 of the Financial Services and Markets Act 2000.]

Textual Amendments
F276 S. 103C inserted (17.7.2012) by Finance Act 2012 (c. 14), s. 36(3)

[F277103DApplication of Act to tax transparent funds

(1) For the purposes of this section—
“tax transparent fund” means—

(a) an authorised contractual scheme which is a co-ownership scheme, or
(b) an offshore fund that is a transparent fund within the meaning given by

regulation 11 of the Offshore Funds (Tax) Regulations 2009, and
“fund property”, in relation to a tax transparent fund, means the property

subject to the fund.

(2) For the purposes of this Act—
“authorised contractual scheme” has the meaning given by section 237(3)

of the Financial Services and Markets Act 2000, and
“co-ownership scheme” has the meaning given by section 235A of that Act.

(3) A unit in a tax transparent fund is treated as an asset for the purposes of this Act,
and, accordingly, a participant’s interest in the fund property is disregarded for those
purposes.

[F278(3A) But if a participant is entitled to an allowance under Part 2A of CAA 2001 (structures
and buildings allowances) by reference to expenditure in relation to any fund
property, the participant’s interest in the fund property is not to be disregarded under
subsection (3) for the purposes of the application of section 37B (exclusion of certain
expenditure: structures and buildings allowances) in relation to the disposal by the
participant of units in the fund.]

(4) In computing the gain accruing on a disposal by a participant of units in a tax
transparent fund, an amount which—

(a) represents income from the fund property, and
(b) is taken into account as a receipt or other credit of the participant in calculating

an amount chargeable to income tax,
is treated as expenditure falling within section 38(1)(b).

(5) In computing the gain accruing on a disposal by a participant of units in a tax
transparent fund—

(a) the sums that would otherwise be allowable under section 38(1) as a deduction
from the consideration in the computation of the gain are reduced (but not
below nil) by the amounts within subsection (7), and

http://www.legislation.gov.uk/id/ukpga/2012/14
http://www.legislation.gov.uk/id/ukpga/2012/14/section/36/3
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(b) if those amounts exceed the sums that would otherwise be so allowable, the
consideration is treated as increased by the amount of the excess.

(6) So far as an amount within subsection (7) is dealt with under subsection (5)(a), it is
not also dealt with under section 39.

(7) An amount is within this subsection if it is—
(a) any amount arising to the participant from the fund property which is taken

into account as an expense or other debit of the participant in calculating an
amount chargeable to income tax, or

(b) anything paid or transferred to the participant, or anything else of value
received by the participant, which is referable to the holding of the units
(whenever paid, transferred or received) unless section 22 applies to whatever
is paid, transferred or received.

(8) In the case of any asset transferred as mentioned in subsection (7)(b), the value of the
asset on the date of the transfer is taken to be its market value on that date.

(9) If a participant has incurred expenditure in relation to any fund property in respect of
which a capital allowance or renewals allowance (as defined by section 41(4) or (5))
has been or may be made, that expenditure is excluded from the sums allowable as a
deduction in computing the amount of a loss accruing to the participant on a disposal
of the units in the fund.

(10) In this section—
“participant”—

(a) in relation to a collective investment scheme, is to be read in accordance
with section 235 of the Financial Services and Markets Act 2000, and

(b) in relation to an offshore fund (which is not a collective investment
scheme), has the meaning given in section 362(1) of TIOPA 2010, and

“units”, in relation to a tax transparent fund, means the rights or interests
(however described) of the participants in the fund.

Textual Amendments
F277 Ss. 103D, 103DA substituted for s. 103D (with effect in accordance with reg. 1(2)(3) of the amending

S.I.) by The Collective Investment Schemes and Offshore Funds (Amendment of the Taxation of
Chargeable Gains Act 1992) Regulations 2017 (S.I. 2017/1204), regs. 1(1), 6

F278 S. 103D(3A) inserted (5.7.2019) by The Capital Allowances (Structures and Buildings Allowances)
Regulations 2019 (S.I. 2019/1087), regs. 1, 4(9)

103DA Tax transparent funds: share pooling etc

A unit in a transparent fund is to be regarded as a security for the purposes of sections
104, 105, 107, 110 and 114 (share pooling, identification of securities and indexation).]

Textual Amendments
F277 Ss. 103D, 103DA substituted for s. 103D (with effect in accordance with reg. 1(2)(3) of the amending

S.I.) by The Collective Investment Schemes and Offshore Funds (Amendment of the Taxation of
Chargeable Gains Act 1992) Regulations 2017 (S.I. 2017/1204), regs. 1(1), 6

http://www.legislation.gov.uk/id/uksi/2017/1204
http://www.legislation.gov.uk/id/uksi/2017/1204
http://www.legislation.gov.uk/id/uksi/2017/1204/regulation/1/1
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[F279103DBUK property rich collective investment vehicles etc

Schedule 5AAA makes provision in relation to collective investment vehicles where
the property which is the subject of or held by the vehicles consists of or includes
direct or indirect interests in land in the United Kingdom.]

Textual Amendments
F279 S. 103DB inserted (with effect in accordance with Sch. 1 paras. 120, 123 of the amending Act) by

Finance Act 2019 (c. 1), Sch. 1 para. 8

[F280CHAPTER 4

COLLECTIVE INVESTMENT SCHEMES: EXCHANGES,
MERGERS AND SCHEMES OF RECONSTRUCTION

Textual Amendments
F280 Pt. 3 Ch. 4 inserted (8.6.2013) by The Collective Investment Schemes (Tax Transparent Funds,

Exchanges, Mergers and Schemes of Reconstruction) Regulations 2013 (S.I. 2013/1400), regs. 1(1), 11
(with reg. 1(2))

103E Application of Chapter

(1) In this Chapter (except this section) references to a collective investment scheme are
to a collective investment scheme falling within any of the following paragraphs—

(a) an authorised contractual scheme which is a co-ownership scheme,
(b) a unit trust scheme, or
(c) an offshore fund.

(2) Sections 126 to 138A (reorganisation of share capital, conversion of securities etc)
do not apply for the purposes of the treatment of participants in collective investment
schemes falling within subsection (1)(a) to (c) except as applied by this Chapter.

(3) But sections 135 to 138A (company reconstructions) may apply for those purposes
where either company A or company B is not a collective investment scheme falling
within subsection (1)(a) to (c).

(4) In subsection (3), “company A” and “company B” have the meaning given by
section 135 or 136 as the case may be.

(5) In this Chapter, “units” includes shares in a company.

103F Exchanges of units for units in the same scheme

(1) This section applies in the following cases.
Case 1

Where—

http://www.legislation.gov.uk/id/ukpga/1992/12/section/103DB
http://www.legislation.gov.uk/id/ukpga/2019/1
http://www.legislation.gov.uk/id/ukpga/2019/1/schedule/1/paragraph/8
http://www.legislation.gov.uk/id/uksi/2013/1400
http://www.legislation.gov.uk/id/uksi/2013/1400
http://www.legislation.gov.uk/id/uksi/2013/1400/regulation/1/1
http://www.legislation.gov.uk/id/uksi/2013/1400/regulation/11
http://www.legislation.gov.uk/id/uksi/2013/1400/regulation/1/2
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(a) a participant in a collective investment scheme exchanges units in the
scheme for other units in the scheme (“new units”) of substantially the
same value, and

(b) the property subject to the scheme and the rights of participants to
share in the capital and income in relation to that property are the
same immediately before and immediately after the event (ignoring any
changes as a result of a variation in management charges).

Case 2

Where there is a reorganisation of the units in a collective investment scheme in
which all the participants holding units in the scheme or, where there are different
classes of unit in the scheme, all the participants holding units in the same class,
exchange all their units for other units (“new units”) in the scheme.

(2) Where this section applies—
(a) sections 127 to 131 (share reorganisations etc) apply with the necessary

adaptations as if the collective investment scheme were a company and the
event mentioned in subsection (1) were a reorganisation of its share capital,
and

(b) any distribution in relation to any new units is to be treated for the purposes
of capital gains tax, corporation tax or income tax on the basis set out in
section 127 (as adapted).

(3) In subsection (1), “management charges” mean the costs charged to the property
subject to the scheme in respect of remunerating the parties operating the scheme,
administrating the scheme or investing or safeguarding the property subject to the
scheme.

103G Exchange of units for those in another collective investment scheme

(1) This section applies in the following cases where units in a collective investment
scheme (“collective investment scheme B”) are issued to a person in exchange for
units in another collective investment scheme (“collective investment scheme A”).

(2) The cases are—
Case 1

Where units in collective investment scheme B are issued in exchange for units
as the result of a general offer—

(a) made to participants in collective investment scheme A or any class of
them, and

(b) made in the first instance on a condition such that if it were satisfied the
property subject to collective investment scheme B would include units
in collective investment scheme A giving rights to more than 50% of
the capital, and more than 50% of the income, of collective investment
scheme A.

Case 2

Where—
(a) under an arrangement, participants in collective investment scheme A

exchange units in that scheme for units of substantially the same value
in collective investment scheme B, and
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(b) in consequence of the exchanges under the arrangement, 85% or more
of the property subject to collective investment scheme B is constituted
by units in collective investment scheme A.

(3) Where this section applies, sections 127 to 131 (share reorganisations etc) apply
with the necessary adaptations as if collective investment scheme A and collective
investment scheme B were the same company and the exchange were a reorganisation
of its share capital.

(4) This section has effect subject to section 103K(1) (exchange must be for bona fide
commercial reasons and not part of tax avoidance scheme).

Modifications etc. (not altering text)
C23 S. 103G excluded by Offshore Funds (Tax) Regulation 2009 (S.I. 2009/3001), reg. 36A(2)(a) (as

substituted (8.6.2013) by S.I. 2013/1400, regs. 1(1), 15(a) (with reg. 1(2)))

103H Scheme of reconstruction involving issue of units

(1) This section applies where—
(a) for the purposes of, or in connection with, a scheme of reconstruction an

arrangement is entered into by all the participants holding units in an original
collective investment scheme (“scheme A”), or where there are different
classes of units in the scheme, all the participants holding any class of those
units, and

(b) under the arrangement—
(i) units in a successor collective investment scheme or feeder fund

(“scheme B”) are issued to those participants in respect of and in
proportion to (or as nearly as may be in proportion to) their relevant
holdings in scheme A, and

(ii) the units in scheme A comprised in relevant holdings are retained by
those participants or are cancelled or otherwise extinguished.

(2) Where this section applies—
(a) those participants are treated as exchanging their relevant holdings in scheme

A for the units held by them in consequence of the arrangement, and
(b) sections 127 to 131 (share reorganisations etc) apply with the necessary

adaptations as if scheme A and scheme B were the same company and the
exchange were a reorganisation of its share capital.

For this purpose units in scheme A comprised in relevant holdings that are retained
are treated as if they had been cancelled and replaced by a new issue.

(3) Where a reorganisation within case 2 of section 103F(1) of the units in scheme A
is carried out for the purposes of the scheme of reconstruction, the provisions of
subsections (1) and (2) apply in relation to the position after the reorganisation.

(4) In this section, references to “relevant holdings” of units are—
(a) where there is only one class of units in scheme A, to holdings of units in the

scheme, and
(b) where there are different classes of units in scheme A, to holdings of a class

of units that is involved in the scheme of reconstruction (within the meaning
of paragraph 3 of Schedule 5AZA).

http://www.legislation.gov.uk/id/uksi/2013/1400
http://www.legislation.gov.uk/id/uksi/2013/1400/regulation/1/1
http://www.legislation.gov.uk/id/uksi/2013/1400/regulation/15/a
http://www.legislation.gov.uk/id/uksi/2013/1400/regulation/1/2
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(5) This section has effect subject to section 103K(1) (scheme of reconstruction must be
for bona fide commercial reasons and not part of tax avoidance scheme).

Modifications etc. (not altering text)
C24 S. 103H excluded by Offshore Funds (Tax) Regulation 2009 (S.I. 2009/3001), reg. 36A(2)(b) (as

substituted (8.6.2013) by S.I. 2013/1400, regs. 1(1), 15(a) (with reg. 1(2)))

103I Scheme of reconstruction involving conversion scheme

(1) This section applies where—
(a) a scheme of reconstruction is entered into and given effect to, and
(b) for the purposes of, or in connection with, the scheme of reconstruction,

units in a collective investment scheme (“the conversion scheme”) are
issued to participants in another collective investment scheme (“scheme
C”) in exchange for and in proportion to (or as nearly as may be in
proportion to) their conversion holdings in accordance with regulation 12(1)
(b) of the Undertakings for Collective Investment in Transferable Securities
Regulations 2011 (S.I. 2011/1613).

(2) Where this section applies sections 127 to 131 apply with the necessary adaptations
as if scheme C and the conversion scheme were the same company and the exchange
were a reorganisation of its share capital.

(3) In this section “conversion holdings” means the units in scheme C to be converted in
accordance with regulation 12(1)(b) of the Undertakings for Collective Investment in
Transferable Securities Regulations 2011 into units in the conversion scheme for the
purposes of, or in connection with, the scheme of reconstruction.

(4) This section has effect subject to section 103K(1) (scheme of reconstruction must be
for bona fide commercial reasons and not part of tax avoidance scheme).

103J Supplementary provisions

In sections 103H and 103I—
(a) “feeder fund” has the meaning given by paragraph 3(2) of Schedule 5AZA

to this Act;
(b) “scheme of reconstruction” has the meaning given by paragraph 1 of

Schedule 5AZA;
(c) “original collective investment scheme” and “successor collective investment

scheme” must be construed in accordance with paragraph 2(2) of
Schedule 5AZA; and

(d) references to units being retained include their being retained with altered
rights or in an altered form, whether as the result of reduction, consolidation,
division or otherwise .

103K Restriction on application of sections 103G, 103H and 103I

(1) Subject to subsection (2) below, and section 138, section 103G, 103H or 103I shall
not apply to any issue of units in a collective investment scheme in exchange for or
in respect of units in another scheme unless the exchange or scheme of reconstruction

http://www.legislation.gov.uk/id/uksi/2013/1400
http://www.legislation.gov.uk/id/uksi/2013/1400/regulation/1/1
http://www.legislation.gov.uk/id/uksi/2013/1400/regulation/15/a
http://www.legislation.gov.uk/id/uksi/2013/1400/regulation/1/2
http://www.legislation.gov.uk/id/uksi/2011/1613
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in question is effected for bona fide commercial reasons and does not form part of a
scheme or arrangements of which the main purpose, or one of the main purposes, is
avoidance of liability to capital gains tax, corporation tax or income tax.

(2) Subsection (1) above shall not affect the operation of section 103G, 103H or 103I
in any case where the participant to whom the units are issued does not hold more
than 5 per cent of, or of any class of, the units in the second scheme mentioned in
subsection (1) above.

(3) For the purposes of subsection (2) above units held by participants connected with the
participant there mentioned shall be treated as held by that participant.

(4) If any tax assessed on a participant (“the chargeable participant”) by virtue of
subsection (1) above is not paid within 6 months from the date determined under
subsection (5) below, any other participant who—

(a) holds all or any part of the units that were issued to the chargeable participant,
and

(b) has acquired them without there having been, since their acquisition by the
chargeable participant, any disposal of them not falling within section 58(1)
or 171,

may, at any time within 2 years from that date, be assessed and charged (in the name
of the chargeable participant) to all or, as the case may be, a corresponding part of
the unpaid tax; and a participant paying any amount of tax under this subsection shall
be entitled to recover from the chargeable participant a sum equal to that amount
together with any interest paid by him under section 87A of the Management Act on
that amount.

(5) The date referred to in subsection (4) above is whichever is the later of—
(a) the date when the tax becomes due and payable by the chargeable participant;

and
(b) the date when the assessment was made on the chargeable participant.

(6) Section 138 (procedure for clearance in advance) applies to this section as it applies
to section 137 (with any necessary modifications).]

[F281CHAPTER 5

CARRIED INTEREST

Textual Amendments
F281 Pt. 3 Ch. 5 inserted (with effect in accordance with s. 43(2)-(4) of the amending Act) by Finance

(No. 2) Act 2015 (c. 33), s. 43(1)

103KA Carried interest

(1) This section applies where—
(a) an individual (“A”) performs investment management services directly or

indirectly in respect of an investment scheme under arrangements involving
at least one partnership, and

(b) carried interest arises to A under the arrangements.

http://www.legislation.gov.uk/id/ukpga/2015/33
http://www.legislation.gov.uk/id/ukpga/2015/33
http://www.legislation.gov.uk/id/ukpga/2015/33/section/43/1
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(2) If the carried interest arises to A in connection with the disposal of one or more assets
of the partnership or partnerships—

(a) a chargeable gain equal to the amount of the carried interest less any permitted
deductions (and no other chargeable gain or loss) is to be treated as accruing
to A on the disposal, and

(b) the chargeable gain is to be treated as accruing to A at the time the carried
interest arises.

(3) If the carried interest arises to A in circumstances other than those specified in
subsection (2), a chargeable gain of an amount equal to the amount of the carried
interest less any permitted deductions is to be treated as accruing to A at the time the
carried interest arises.

(4) Subsections (2) and (3) do not apply in relation to carried interest to the extent that—
(a) it is brought into account in calculating the profits of a trade of A for the

purposes of income tax for any tax year, or
(b) it constitutes a co-investment repayment or return.

(5) For the purpose of subsections (2) and (3) “permitted deductions” in relation to A
means such parts of the amounts specified in subsection (6) as is just and reasonable.

(6) The amounts referred to in subsection (5) are—
(a) the amount of any consideration in money given to the scheme by or on behalf

of A wholly and exclusively for entering into the arrangements referred to in
subsection (1)(a) (but not consideration in respect of co-investments),

(b) any amount that constituted earnings of A under Chapter 1 of Part 3 of ITEPA
2003 (earnings) in respect of A's entering into those arrangements (but not
any earnings in respect of co-investments or any amount of exempt income
within the meaning of section 8 of that Act), and

(c) any amount which, by reason of events occurring no later than the time the
carried interest arises, counts as income of A under the enactments referred
to in section 119A(3) in respect of A's participation in the arrangements
referred to in subsection (1)(a) (but not an amount counting as income of A
in respect of co-investments); and section 119A(5) applies for the purposes of
this paragraph as it applies for the purposes of section 119A(4).

For the purposes of this Act no other deduction may be made from the amount of the
carried interest referred to in subsection (2) or (3).

(7) Where the carried interest arises to A by virtue of his or her acquisition of a right to
it from another person for consideration given in money by or on behalf of A, the
amount of the chargeable gain accruing to A under subsection (2) or (3) is, on the
making of a claim by A under this subsection, to be regarded as reduced by the amount
of the consideration.

(8) In this section—
“co-investment”, in relation to A, means an investment made directly or

indirectly by A in the scheme, where there is no return on the investment
which is not an arm's length return within the meaning of section 809EZB(2)
of ITA 2007;

“co-investment repayment or return” means a repayment in whole or in part
of, or a return on, a co-investment;

“trade” includes profession or vocation.
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103KB Carried interest: consideration on disposal etc of right

(1) For the purposes of section 103KA, consideration received or receivable by an
individual for the disposal, variation, loss or cancellation of a right to carried interest
is to be treated as carried interest arising to that individual at the time of the disposal,
variation, loss or cancellation.

(2) But subsection (1) does not apply if and to the extent that the consideration is a
disguised fee arising to the individual for the purposes of section 809EZA of ITA 2007.

103KC Carried interest: foreign chargeable gains

In a case where section 103KA applies, a chargeable gain accruing or treated as
accruing to an individual in respect of carried interest is [F282a chargeable gain accruing
on the disposal of an asset situated outside the United Kingdom] only to the extent
that the individual performs the services referred to in section 103KA(1)(a) outside
the United Kingdom.

Textual Amendments
F282 Words in s. 103KC substituted (with effect in accordance with Sch. 1 paras. 120, 123 of the amending

Act) by Finance Act 2019 (c. 1), Sch. 1 para. 47

103KD Carried interest: anti-avoidance

In determining whether section 103KA applies in relation to an individual, no regard
is to be had to any arrangements the main purpose, or one of the main purposes, of
which is to secure that that section does not to any extent apply in relation to—

(a) the individual, or
(b) the individual and one or more other individuals.

103KE Carried interest: avoidance of double taxation

(1) This section applies where—
(a) capital gains tax is charged on an individual by virtue of section 103KA in

respect of any carried interest, and
(b) Condition A or Condition B is met.

(2) Condition A is that—
(a) at any time, tax (whether income tax or another tax) charged on the individual

in relation to the carried interest has been paid by the individual (and has not
been repaid), and

(b) the amount on which tax is charged as specified in subsection (1)(a) is not a
permissible deduction under section 103KA(6)(b) or (c).

(3) Condition B is that at any time tax (whether income tax or another tax) charged on
another person in relation to the carried interest has been paid by that other person
(and has not been repaid).

(4) In order to avoid a double charge to tax, the individual may make a claim for one or
more consequential adjustments to be made in respect of the capital gains tax charged
as mentioned in subsection (1)(a).

http://www.legislation.gov.uk/id/ukpga/1992/12/section/103KC
http://www.legislation.gov.uk/id/ukpga/2019/1
http://www.legislation.gov.uk/id/ukpga/2019/1/schedule/1/paragraph/47
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(5) On a claim under this section an officer of Revenue and Customs must make such of
the consequential adjustments claimed (if any) as are just and reasonable.

(6) The value of any consequential adjustments made must not exceed the lesser of—
(a) the capital gains tax charged as mentioned in subsection (1)(a), and
(b) the tax charged as mentioned in subsection (2)(a) or (3).

(7) Consequential adjustments may be made—
(a) in respect of any period,
(b) by way of an assessment, the modification of an assessment, the amendment

of a claim, or otherwise, and
(c) despite any time limit imposed by or under an enactment.

(8) Where—
(a) an individual makes a claim under this section in respect of a year of

assessment, and
(b) apart from this subsection, an amount falls to be deducted under

[F283section 1(3)(b)] from the total amount of chargeable gains accruing to the
individual in that year,

the individual may elect that the amount to be so deducted be reduced by any amount
not exceeding the amount on which tax is charged as specified in subsection (2)(a)
or (3).

Textual Amendments
F283 Words in s. 103KE(8)(b) substituted (with effect in accordance with Sch. 1 paras. 120, 123 of the

amending Act) by Finance Act 2019 (c. 1), Sch. 1 para. 48

103KF Relief for external investors on disposal of partnership asset

(1) If—
(a) a chargeable gain accrues to an external investor in an investment scheme on

the disposal of one or more partnership assets, and
(b) the external investor makes a claim for relief under this section,

then subsection (2) applies in relation to the disposal.

(2) The amount of the chargeable gain is to be reduced by an amount equal to—
I − C

where—
(a) I is an amount equal to such part of the sum invested in the fund by the external

investor which on a just and reasonable basis is referable to the asset or assets
disposed of, and

(b) C is the amount deducted under section 38(1)(a) in respect of consideration given
wholly and exclusively for the acquisition of the asset or assets.

[
F284103KFA

Election for carried interest gains to be chargeable as scheme profits arise

(1) An individual (“A”) may make an election under this section in respect of an
investment scheme (“the relevant scheme”) if—

http://www.legislation.gov.uk/id/ukpga/1992/12/section/103KE/8/b
http://www.legislation.gov.uk/id/ukpga/2019/1
http://www.legislation.gov.uk/id/ukpga/2019/1/schedule/1/paragraph/48
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(a) section 103KA applies in relation to A and the relevant scheme, or
(b) it is reasonable to expect that it will apply in relation to A and the relevant

scheme.

(2) Subsection (3) applies for a tax year (“the relevant tax year”) where an election made
under this section has effect for that tax year.

(3) A chargeable gain is deemed to arise to A in the relevant tax year and is to be treated
as accruing to A immediately before the end of the relevant tax year.

(4) The amount of the gain is the amount given by reducing—
(a) the amount of carried interest that would arise to A in the relevant tax year in

the circumstances mentioned in subsection (5), by
(b) the sum of chargeable gains deemed to arise to A under this section in respect

of the relevant scheme in previous tax years.

(5) Those circumstances are that—
(a) all of the investments held by the relevant scheme in the relevant tax year,

and previously held by the scheme, whose disposal would be relevant to A’s
entitlement to carried interest, were disposed of in the relevant tax year,

(b) the amount realised on the disposal of each investment that was not actually
disposed of in, or before, the relevant tax year were the amount of the costs
to the relevant scheme in acquiring that investment,

(c) all income that was received by the scheme (whether before or during the
relevant tax year) and that would be relevant to A’s entitlement to carried
interest, were received in the relevant tax year, and

(d) all profits realised by the scheme as a result of those disposals and the receipt
of that income were distributed to its investors in the relevant tax year.

(6) Where—
(a) distributions were made by the scheme to external investors before the

relevant tax year, and
(b) the timing of those distributions affects the amount of carried interest that

actually arises to A,
the amount of carried interest to be presumed to arise in the circumstances mentioned
in subsection (5) is to reflect the fact those distributions were made before the relevant
tax year.

(7) But if reflecting that fact would lead to a presumption that an amount of carried interest
had arisen before the relevant tax year, any such amount is to be presumed to arise
in the relevant tax year.

(8) A chargeable gain treated as accruing to an individual under subsection (3) is a
chargeable gain accruing on the disposal of an asset situated outside the United
Kingdom only to the extent that the individual performs investment management
services in respect of the relevant scheme outside the United Kingdom.

(9) An election under this section—
(a) must be made by notice given to an officer of Revenue and Customs, and
(b) may not be revoked.

(10) A notice making an election—
(a) must state the first tax year for which it is to have effect, and
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(b) may not be given after 31 January following the end of that tax year.

Textual Amendments
F284 Ss. 103KFA-103KFE inserted (with effect for the tax year 2022-23 and subsequent tax years) by

Finance (No. 2) Act 2023 (c. 30), s. 42(2)(4)

103KFBElection in relation to scheme to apply to associated schemes

(1) Where an election has been made under section 103KFA in relation to an investment
scheme (“S”) that is associated with another investment scheme, the election applies
in respect of the other scheme (whether or not the conditions for an election to be made
in respect of the other scheme were met at that time).

(2) “Associated”, in relation to two or more investments schemes, is to be construed in
accordance with section 809FZZ of ITA 2007.

Textual Amendments
F284 Ss. 103KFA-103KFE inserted (with effect for the tax year 2022-23 and subsequent tax years) by

Finance (No. 2) Act 2023 (c. 30), s. 42(2)(4)

103KFCInteraction with other charges

(1) The accrual of a chargeable gain treated as accruing to an individual under section
103KFA(3) does not prevent the individual or any other person being charged to tax
(whether income tax, capital gains tax or any other tax, and including as a result
of section 103KA) in relation to carried interest that arises to the individual under
arrangements with the relevant scheme.

(2) But subsection (3) applies where an individual—
(a) has made an election under section 103KFA,
(b) has accrued a chargeable gain treated as accruing under section 103KFA(3),
(c) has paid (and has not been repaid) an amount of capital gains tax that is

attributable to that chargeable gain, and
(d) is charged to tax (whether income tax, capital gains tax or another tax) in

relation to carried interest that—
(i) arises to the individual under arrangements with the relevant scheme,

and
(ii) arises in or after the tax year in which a gain first accrued under that

section.

(3) The individual may make a claim for one or more consequential adjustments to be
made reducing the tax mentioned in subsection (2)(d).

(4) On a claim under subsection (3) an officer of Revenue and Customs must make such
of the consequential adjustments claimed (if any) as are just and reasonable.

(5) The value of any consequential adjustments made must not exceed the lesser of—
(a) the amount of capital gains tax paid as mentioned in subsection (2)(c), and
(b) the tax charged as mentioned in subsection (2)(d).

http://www.legislation.gov.uk/id/ukpga/1992/12/section/103KFA
http://www.legislation.gov.uk/id/ukpga/2023/30
http://www.legislation.gov.uk/id/ukpga/2023/30/section/42/2
http://www.legislation.gov.uk/id/ukpga/1992/12/section/103KFA
http://www.legislation.gov.uk/id/ukpga/2023/30
http://www.legislation.gov.uk/id/ukpga/2023/30/section/42/2
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(6) Consequential adjustments may be made—
(a) in respect of any period, and
(b) by way of an assessment, the modification of an assessment, the amendment

of a claim, or otherwise.

(7) No claim may be made under section 103KE (carried interest: avoidance of double
taxation) in respect of tax charged as a result of the accrual of a chargeable gain treated
as accruing to an individual under section 103KFA(3).

Textual Amendments
F284 Ss. 103KFA-103KFE inserted (with effect for the tax year 2022-23 and subsequent tax years) by

Finance (No. 2) Act 2023 (c. 30), s. 42(2)(4)

103KFDDeemed accrual of loss where carried interest never arises

(1) Subsection (3) applies where—
(a) an individual has made an election under section 103KFA,
(b) the individual has accrued a chargeable gain treated as accruing under section

103KFA(3), and
(c) the conditions in subsection (2) are met.

(2) Those conditions are that—
(a) all, or substantially all, of the investments of the relevant scheme have been

disposed of,
(b) the amount of carried interest that has arisen to the individual in respect of

the relevant scheme since the beginning of the first tax year in which a gain is
treated as accruing under section 103KFA(3) is less than the sum of chargeable
gains treated as accruing to the individual under that section, and

(c) no further amount of carried interest can reasonably be expected to arise to
the individual under arrangements with the relevant scheme.

(3) The individual is to be treated as accruing a loss immediately before the end of the tax
year in which the conditions in subsection (2) are first met.

(4) The amount of that loss is the amount given by subtracting—
(a) the amount of carried interest that arose to the individual in respect of the

relevant scheme since the beginning of the first tax year in which a gain is
treated as accruing under section 103KFA(3), from

(b) the sum of the chargeable gains that have accrued under section 103KFA(3)
(including any gain that accrues in respect of the tax year in which the loss
accrues).

(5) Where a loss has accrued to an individual as a result of subsection (3)—
(a) section 103KFA(3) does not apply (in relation to the individual and the

relevant scheme) for any tax year after the tax year in which the loss accrued,
and

(b) if carried interest arises to the individual in respect of the relevant
scheme after the loss accrued, the individual may not make a claim under
section 103KFC(3) in respect of tax charged in relation to it.

http://www.legislation.gov.uk/id/ukpga/1992/12/section/103KFA
http://www.legislation.gov.uk/id/ukpga/2023/30
http://www.legislation.gov.uk/id/ukpga/2023/30/section/42/2
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Textual Amendments
F284 Ss. 103KFA-103KFE inserted (with effect for the tax year 2022-23 and subsequent tax years) by

Finance (No. 2) Act 2023 (c. 30), s. 42(2)(4)

103KFEAnti-avoidance

(1) This section applies where an election was made by an individual under section
103KFA and the main purpose, or one of the main purposes, of making the election
is to cause a loss to be treated as accruing to the individual under subsection (3) of
section 103KFD.

(2) Any such loss that would (in the absence of this section) accrue to the individual under
that subsection is to be counteracted by the making of such adjustments as are just
and reasonable.

(3) Any adjustments required to be made under this section (whether or not by an officer
of Revenue and Customs) may be made by way of—

(a) an assessment,
(b) the modification of an assessment, or
(c) amendment or disallowance of a claim, or otherwise.]

Textual Amendments
F284 Ss. 103KFA-103KFE inserted (with effect for the tax year 2022-23 and subsequent tax years) by

Finance (No. 2) Act 2023 (c. 30), s. 42(2)(4)

103KG Meaning of “arise” in Chapter 5

(1) For the purposes of this Chapter, carried interest “arises” to an individual (“A”) if, and
only if, it arises to him or her for the purposes of Chapter 5E of Part 13 of ITA 2007.

(2) But section 809EZDB of ITA 2007 (sums arising to connected company or
unconnected person) does not apply in relation to a sum of carried interest arising to—

(a) a company connected with A, or
(b) a person not connected with A,

where the sum is deferred carried interest in relation to A.

(3) In this section, “deferred carried interest”, in relation to A—
(a) means a sum of carried interest where the provision of the sum to A or a person

connected with A is deferred (whether pending the meeting of any conditions
(including conditions which may never be met) or otherwise), and

(b) includes A's share (as determined on a just and reasonable basis) of any carried
interest the provision of which to A and one or more other persons, taken
together, has been deferred (whether pending the meeting of any conditions
(including conditions which may never be met) or otherwise).

In this subsection, in a case where the sum referred to in subsection (2) arises to
a company connected with A, the reference to a person connected with A does not
include that company.

http://www.legislation.gov.uk/id/ukpga/1992/12/section/103KFA
http://www.legislation.gov.uk/id/ukpga/2023/30
http://www.legislation.gov.uk/id/ukpga/2023/30/section/42/2
http://www.legislation.gov.uk/id/ukpga/1992/12/section/103KFA
http://www.legislation.gov.uk/id/ukpga/2023/30
http://www.legislation.gov.uk/id/ukpga/2023/30/section/42/2
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(4) Where—
(a) section 809EZDB of ITA 2007 has been disapplied in relation to a sum of

deferred carried interest by virtue of subsection (2),
(b) the sum ceases to be deferred carried interest in relation to A, and
(c) the sum does not in any event arise to A apart from this subsection,

the sum is to be regarded as arising to A at the time it ceases to be deferred carried
interest.

(5) But subsection (4) does not apply if—
(a) none of the enjoyment conditions is met in relation to the sum when it ceases

to be deferred carried interest, and
(b) there is no reasonable likelihood that any of those conditions will ever be met

in relation to the sum.

(6) The enjoyment conditions are—
(a) the sum, or part of the sum, is in fact so dealt with by any person as to be

calculated at some time to enure for the benefit of A or a person connected
with A;

(b) the sum's ceasing to be deferred carried interest in relation to A operates to
increase the value to A or a person connected with A of any assets which—

(i) A or the connected person holds, or
(ii) are held for the benefit of A or the connected person;

(c) A or a person connected with A receives or is entitled to receive at any time
any benefit provided or to be provided out of the sum or part of the sum;

(d) A or a person connected with A may become entitled to the beneficial
enjoyment of the sum or part of the sum if one or more powers are exercised
or successively exercised (and for these purposes it does not matter who
may exercise the powers or whether they are exercisable with or without the
consent of another person);

(e) A or a person connected with A is able in any manner to control directly or
indirectly the application of the sum or part of the sum.

In this subsection, in a case where the sum referred to in subsection (2) arises to a
company connected with A, references to a person connected with A do not include
that company.

(7) In determining whether any of the enjoyment conditions is met in relation to a sum
or part of a sum—

(a) regard must be had to the substantial result and effect of all the relevant
circumstances, and

(b) all benefits which may at any time accrue to a person as a result of the sum
ceasing to be deferred carried interest in relation to A must be taken into
account, irrespective of—

(i) the nature or form of the benefits, or
(ii) whether the person has legal or equitable rights in respect of the

benefits.

(8) The enjoyment condition in subsection (6)(b), (c) or (d) is to be treated as not met if it
would be met only by reason of A holding shares or an interest in shares in a company.
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(9) The enjoyment condition in subsection (6)(a) or (e) is to be treated as not met if the
sum referred to in subsection (2) arises to a company connected with A and—

(a) the company is liable to pay corporation tax in respect of its profits and the
sum is included in the computation of those profits, or

(b) paragraph (a) does not apply but—
(i) the company is a CFC and the exemption in Chapter 14 of Part 9A

of TIOPA 2010 applies for the accounting period in which the sum
arises, or

(ii) the company is not a CFC but, if it were, that exemption would apply
for that period.

In this subsection “CFC” has the same meaning as in Part 9A of TIOPA 2010.

(10) But subsections (8) and (9) do not apply if the sum referred to in subsection (2) arises to
the company referred to in subsection (2)(a) or the person referred to in subsection (2)
(b) as part of arrangements where—

(a) it is reasonable to assume that in the absence of the arrangements the sum or
part of the sum would have arisen to A or an individual connected with A, and

(b) it is reasonable to assume that the arrangements have as their main purpose,
or one of their main purposes, the avoidance of a liability to pay income tax,
capital gains tax, inheritance tax or corporation tax.

(11) The condition in subsection (10)(b) is to be regarded as met in a case where the sum
is applied directly or indirectly as an investment in a collective investment scheme.

(12) Subsection (2) does not apply in relation to any sum in relation to which the condition
in subsection (8)(b) of section 809EZDB is met by virtue of subsection (9) of that
section.

(13) Subsection (2) also does not apply if—
(a) it is reasonable to assume that the deferral referred to in subsection (3)(a) or

(b) is not the effect of genuine commercial arrangements, or
(b) that deferral is the effect of such arrangements but it is reasonable to assume

that the arrangements have as their main purpose, or one of their main
purposes, the avoidance of a liability to pay income tax, capital gains tax,
corporation tax or inheritance tax.

(14) In subsection (13), “genuine commercial arrangements” means arrangements
involving A (alone or jointly with others performing investment management services)
and external investors in the investment scheme.

(15) Section 993 of ITA 2007 (meaning of “connected”) applies for the purposes of this
section but as if—

(a) subsection (4) of that section were omitted, and
(b) partners in a partnership in which A is also a partner were not “associates” of

A for the purposes of sections 450 and 451 of CTA 2010 (“control”).

103KH Interpretation of Chapter 5

(1) In this Chapter—
“arrangements” has the same meaning as in Chapter 5E of Part 13 of ITA

2007 (see section 809EZE of that Act);
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“carried interest”, in relation to arrangements referred to in
section 103KA(1)(a), has the same meaning as in section 809EZB of ITA 2007
(see sections 809EZC and 809EZD of that Act);

“investment scheme”, “investment management services” and “external
investor” have the same meanings as in Chapter 5E of Part 13 of ITA 2007
(see sections 809EZA(6) and 809EZE of that Act).]



Taxation of Chargeable Gains Act 1992 (c. 12)
Document Generated: 2024-04-08

95

Changes to legislation: 
Taxation of Chargeable Gains Act 1992, Part III is up to date with all changes known to be in
force on or before 08 April 2024. There are changes that may be brought into force at a future
date. Changes that have been made appear in the content and are referenced with annotations.
View outstanding changes

Changes and effects yet to be applied to the whole Act associated Parts and Chapters:
– Act applied by 1997 c. 16 Sch. 12 para. 12(7)1314
– Act applied by 2002 c. 23 Sch. 16 para. 48(1)(2)
– Act construed as one with reg. 37 by S.I. 2006/575 reg. 37(2)
– Act construed as one with reg. 38 by S.I. 2006/575 reg. 38(3)
Whole provisions yet to be inserted into this Act (including any effects on those
provisions):
– s. 4(10)(11) inserted by 2016 c. 11 s. 15(4)
– s. 4(10) words inserted by 2016 c. 24 s. 83(11)
– s. 35(3)(d)(xviii) added by 2008 c. 17 Sch. 7 para. 9
– s. 35(3)(d)(xviii) inserted by 2008 c. 18 Sch. 13 para. 46
– s. 35(3)(d)(xviii) repealed by S.I. 2008/3002 Sch. 1 para. 42Sch. 3 (This amendment

comes into force on the day 2008 c. 4, s. 5 comes into force, see art. 1(2). That
provision was brought into force on 1.12.2008 by S.I. 2008/3068, art. 2(1)(b))

– s. 104(4)(b)(i) words substituted by S.I. 1989/469, reg. 27(2) (as amended) by S.I.
1997/1716 reg. 13(1)(b)

– s. 107(11) words substituted by S.I. 1989/469, reg. 27(2A) (as amended) by S.I.
1997/1716 reg. 13(2)(b)

– s. 169S(4A) inserted by 2015 c. 11 s. 43(2)
– s. 587B inserted by 2000 c. 17 s. 43(1)
– Sch. 5C para. 3(1) modified by S.I. 2004/2199 reg. 7(1)
– Sch. 5C para. 3(6) modified by S.I. 2004/2199 reg. 7(2)
– Sch. 5C para. 5(1) modified by S.I. 2004/2199 reg. 7(3)
– Sch. 5C para. 3 words inserted by S.I. 2005/3229 reg. 128
– Sch. 5C para. 5 words inserted by S.I. 2005/3229 reg. 128
– Sch. 5C para. 6 words inserted by S.I. 2005/3229 reg. 128
– Sch. 5C para. 3(1)(f) words substituted by 2007 c. 3 Sch. 1 para. 347

http://www.legislation.gov.uk/id/ukpga/1997/16
http://www.legislation.gov.uk/id/ukpga/1997/16/schedule/12
http://www.legislation.gov.uk/id/ukpga/1997/16/schedule/12/paragraph/12/7
http://www.legislation.gov.uk/id/ukpga/1997/16/schedule/12/paragraph/13
http://www.legislation.gov.uk/id/ukpga/1997/16/schedule/12/paragraph/14
http://www.legislation.gov.uk/id/ukpga/2002/23
http://www.legislation.gov.uk/id/ukpga/2002/23/schedule/16
http://www.legislation.gov.uk/id/ukpga/2002/23/schedule/16/paragraph/48/1
http://www.legislation.gov.uk/id/ukpga/2002/23/schedule/16/paragraph/48/2
http://www.legislation.gov.uk/id/uksi/2006/575
http://www.legislation.gov.uk/id/uksi/2006/575/regulation/37/2
http://www.legislation.gov.uk/id/uksi/2006/575
http://www.legislation.gov.uk/id/uksi/2006/575/regulation/38/3
http://www.legislation.gov.uk/id/ukpga/2016/11
http://www.legislation.gov.uk/id/ukpga/2016/11/section/15/4
http://www.legislation.gov.uk/id/ukpga/2016/24
http://www.legislation.gov.uk/id/ukpga/2016/24/section/83/11
http://www.legislation.gov.uk/id/ukpga/2008/17
http://www.legislation.gov.uk/id/ukpga/2008/17/schedule/7
http://www.legislation.gov.uk/id/ukpga/2008/17/schedule/7/paragraph/9
http://www.legislation.gov.uk/id/ukpga/2008/18
http://www.legislation.gov.uk/id/ukpga/2008/18/schedule/13
http://www.legislation.gov.uk/id/ukpga/2008/18/schedule/13/paragraph/46
http://www.legislation.gov.uk/id/uksi/2008/3002
http://www.legislation.gov.uk/id/uksi/2008/3002/schedule/1
http://www.legislation.gov.uk/id/uksi/2008/3002/schedule/1/paragraph/42
http://www.legislation.gov.uk/id/uksi/2008/3002/schedule/3
http://www.legislation.gov.uk/id/uksi/1997/1716
http://www.legislation.gov.uk/id/uksi/1997/1716
http://www.legislation.gov.uk/id/uksi/1997/1716/regulation/13/1/b
http://www.legislation.gov.uk/id/uksi/1997/1716
http://www.legislation.gov.uk/id/uksi/1997/1716
http://www.legislation.gov.uk/id/uksi/1997/1716/regulation/13/2/b
http://www.legislation.gov.uk/id/ukpga/2015/11
http://www.legislation.gov.uk/id/ukpga/2015/11/section/43/2
http://www.legislation.gov.uk/id/ukpga/2000/17
http://www.legislation.gov.uk/id/ukpga/2000/17/section/43/1
http://www.legislation.gov.uk/id/uksi/2004/2199
http://www.legislation.gov.uk/id/uksi/2004/2199/regulation/7/1
http://www.legislation.gov.uk/id/uksi/2004/2199
http://www.legislation.gov.uk/id/uksi/2004/2199/regulation/7/2
http://www.legislation.gov.uk/id/uksi/2004/2199
http://www.legislation.gov.uk/id/uksi/2004/2199/regulation/7/3
http://www.legislation.gov.uk/id/uksi/2005/3229
http://www.legislation.gov.uk/id/uksi/2005/3229/regulation/128
http://www.legislation.gov.uk/id/uksi/2005/3229
http://www.legislation.gov.uk/id/uksi/2005/3229/regulation/128
http://www.legislation.gov.uk/id/uksi/2005/3229
http://www.legislation.gov.uk/id/uksi/2005/3229/regulation/128
http://www.legislation.gov.uk/id/ukpga/2007/3
http://www.legislation.gov.uk/id/ukpga/2007/3/schedule/1
http://www.legislation.gov.uk/id/ukpga/2007/3/schedule/1/paragraph/347

