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S C H E D U L E S

SCHEDULE 7

RELIEF FOR GIFTS OF BUSINESS ASSETS

PART II

REDUCTIONS IN HELD-OVER GAIN

Application and interpretation
4 (1) The provisions of this Part of this Schedule apply in cases where a claim for relief

is made under section 165.

(2) In this Part of this Schedule—
(a) “the principal provision” means section 165(2), or, as the case may require,

sub-paragraph (2) of paragraph 2 above,
(b) “shares” includes securities,
(c) “the transferor” has the same meaning as in section 165 except that, in a case

where paragraph 2 above applies, it refers to the trustees mentioned in that
paragraph, and

(d) “unrelieved gain”, in relation to a disposal, has the same meaning as in
section 165(7).

(3) In this Part of this Schedule—
(a) any reference to a disposal of an asset is a reference to a disposal which falls

within subsection (1) of section 165 by virtue of subsection (2)(a) of that
section or, as the case may be, falls within sub-paragraph (1) of paragraph 2
above by virtue of sub-paragraph (2)(a) of that paragraph, and

(b) any reference to a disposal of shares is a reference to a disposal which falls
within subsection (1) of section 165 by virtue of subsection (2)(b) of that
section or, as the case may be, falls within sub-paragraph (1) of paragraph 2
above by virtue of sub-paragraph (2)(b) of that paragraph.

(4) In relation to a disposal of an asset or of shares, any reference in the following
provisions of this Part of this Schedule to the held-over gain is a reference to the held-
over gain on that disposal as determined under subsection (6) or, where it applies,
subsection (7) of section 165.

Reductions peculiar to disposals of assets
5 (1) If, in the case of a disposal of an asset, the asset was not used for the purposes of the

trade, profession or vocation referred to in paragraph (a) of the principal provision
throughout the period of its ownership by the transferor, the amount of the held-over
gain shall be reduced by multiplying it by the fraction—
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where—
A is the number of days in that period of ownership during which the asset was
so used, and
B is the number of days in that period.

(2) This paragraph shall not apply where the circumstances are such that a reduction in
respect of the asset—

(a) is made under Chapter II of Part V of the M1Inheritance Tax Act 1984 in
relation to a chargeable transfer taking place on the occasion of the disposal,
or

(b) would be so made if there were a chargeable transfer on that occasion, or
(c) would be so made but for section 124A of that Act (assuming, where there

is no chargeable transfer on that occasion, that there were).

Marginal Citations
M1 1984 c. 51.

6 (1) If, in the case of a disposal of an asset, the asset is a building or structure and, over
the period of its ownership by the transferor or any substantial part of that period,
part of the building or structure was, and part was not, used for the purposes of the
trade, profession or vocation referred to in paragraph (a) of the principal provision,
there shall be determined the fraction of the unrelieved gain on the disposal which it
is just and reasonable to apportion to the part of the asset which was so used, and the
amount of the held-over gain (as reduced, if appropriate, under paragraph 5 above)
shall be reduced by multiplying it by that fraction.

(2) This paragraph shall not apply where the circumstances are such that a reduction in
respect of the asset—

(a) is made under Chapter II of Part V of the Inheritance Tax Act 1984 in relation
to a chargeable transfer taking place on the occasion of the disposal, or

(b) would be so made if there were a chargeable transfer on that occasion, or
(c) would be so made but for section 124A of that Act (assuming, where there

is no chargeable transfer on that occasion, that there were).

Reduction peculiar to disposal of shares
7 (1) If in the case of a disposal of shares assets which are not business assets are included

in the chargeable assets of the company whose shares are disposed of, or, where that
company is the holding company of a trading group, in the group’s chargeable assets,
and either—

(a) at any time within the period of 12 months before the disposal not less than
25 per cent. of the voting rights exercisable by shareholders of the company
in general meeting are exercisable by the transferor, or

(b) the transferor is an individual and, at any time within that period, the
company is his [F1personal company],

http://www.legislation.gov.uk/id/ukpga/1984/51
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the amount of the held-over gain shall be reduced by multiplying it by the fraction—
     

where—
A is the market value on the date of the disposal of those chargeable assets of
the company or of the group which are business assets, and
B is the market value on that date of all the chargeable assets of the company,
or as the case may be of the group.

(2) For the purposes of this paragraph—
(a) an asset is a business asset in relation to a company or a group if it is or is an

interest in an asset used for the purposes of a trade, profession or vocation
carried on by the company, or as the case may be by a member of the group;
and

(b) an asset is a chargeable asset in relation to a company or a group at any time
if, on a disposal at that time, a gain accruing to the company, or as the case
may be to a member of the group, would be a chargeable gain.

(3) Where the shares disposed of are shares of the holding company of a trading group,
then for the purposes of this paragraph—

(a) the holding by one member of the group of the ordinary share capital of
another member shall not count as a chargeable asset, and

(b) if the whole of the ordinary share capital of a 51 per cent. subsidiary of the
holding company is not owned directly or indirectly by that company, the
value of the chargeable assets of the subsidiary shall be taken to be reduced
by multiplying it by the fraction—
         

where—
A is the amount of the ordinary share capital of the subsidiary owned
directly or indirectly by the holding company, and
B is the whole of that share capital.

(4) Expressions used in sub-paragraph (3) above have the same meanings as in
section 838 of the Taxes Act.

Textual Amendments
F1 Words in Sch. 7 para. 7(1) substituted (27.7.1993 with effect in relation to any disposal made on or after

16.3.1993 as mentioned in s. 87(2)) by 1993 c. 34, s. 87, Sch. 7 Pt. I para. 1(1)

Reduction where gain partly relieved by retirement relief
F28 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

http://www.legislation.gov.uk/id/ukpga/1993/34
http://www.legislation.gov.uk/id/ukpga/1993/34/section/87
http://www.legislation.gov.uk/id/ukpga/1993/34/schedule/7/part/I/paragraph/1/1
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Textual Amendments
F2 Sch. 7 para. 8 repealed (with effect in relation to disposals in the year 2003-04 and subsequent years of

assessment in accordance with Sch. 27 Pt. III(31) of the amending Act) by Finance Act 1998 (c. 36),
Sch. 27 Pt. III(31)

http://www.legislation.gov.uk/id/ukpga/1998/36
http://www.legislation.gov.uk/id/ukpga/1998/36/schedule/27/part/III/31
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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
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