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S C H E D U L E S

SCHEDULE 7

REMITTANCE BASIS

PART 2

NON-RESIDENT COMPANIES AND TRUSTS ETC

Attribution of gains to beneficiaries
108 For section 87 substitute—

“87 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 the trustees are neither resident nor ordinarily resident in the United
Kingdom in that year.

(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 the section 2(2) amount for the relevant tax year or any earlier
tax 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) The section 2(2) 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 section 2(2) for that year if they were
resident and ordinarily resident 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.

(5) The section 2(2) amount for a settlement for a tax year for which this section
does not apply to the settlement is nil.

(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.
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87A Section 87: matching
(1) This section supplements section 87.

(2) The following steps are to be taken for the purposes of matching capital
payments with section 2(2) amounts.

Step 1

Find the section 2(2) 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

The section 2(2) 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 the section 2(2) 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 the section 2(2) 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 the section 2(2) 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 the section 2(2) 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 the section 2(2) 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 the section 2(2) amount for the relevant tax year (as so reduced) is nil,
read references to the section 2(2) amount for the relevant tax year as the
section 2(2) amount for the latest tax year—
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(a) which is before the last tax year for which Steps 1 to 4 have been
undertaken, and

(b) for which the section 2(2) amount is not nil.

(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) the section 2(2) 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.

87B Section 87: remittance basis
(1) This section applies if—

(a) chargeable gains are treated under section 87 as accruing to an
individual in a tax year,

(b) section 809B, 809D or 809E (remittance basis) applies to the
individual for that year, and

(c) the individual is not domiciled in the United Kingdom in that year.

(2) The chargeable gains are foreign chargeable gains within the meaning
of section 12 (non-UK domiciled beneficiaries to whom remittance basis
applies).

(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 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.

87C 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).”
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