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Income and Corporation Taxes Act 1988
1988 CHAPTER 1

An Act to consolidate certain of the enactments relating to income tax and corporation
tax, including certain enactments relating also to capital gains tax; and to repeal as
obsolete section 339(1) of the Income and Corporation Taxes Act 1970 and paragraphs
3 and 4 of Schedule 11 to the Finance Act 1980. [9th February 1988]

Editorial Information
X1 EDITORIAL NOTE

The originating text of this Act is derived from the 1990 edition of The Taxes Acts edited by the Inland
Revenue and published by Her Majesty's Stationery Office. The style of editing followed in older
versions of the revised text may therefore differ from that applicable to most other Acts published
in the online edition of the revised statutes. Any references in older footnote annotations to Vol. 1, 2
etc. are to the Volumes of that 1990 edition.
References to Acts in sidenotes and footnote annotations may be abbreviated. The main abbreviations
used are listed below. Where a reference to an Act consists of the year, or the year and a series number
(such as "1975", or "1975 (No. 2)", etc.), without any following letter(s) in parentheses, the reference
is in most cases to the Finance Act, or Finance (No. 2) Act, etc., of that year. Exceptions to this are
1952, 1970, and 1988 (as to which see the list below).
ABBREVIATIONS USED IN SIDENOTES AND FOOTNOTES
1828 (R.S.) = Revenue Solicitors Act 1828 (c. 25, SIF 57)
1890 (I.R.R.) = Inland Revenue Regulation Act 1890 (c. 21, SIF 63:1)
1952 = Income Tax Act 1952 (c. 10, SIF 63:1)
1968 (C) = Capital Allowances Act 1968 (c. 3)
1970 (M) = Taxes Management Act 1970 (c. 9, SIF 63:1)
1970 = Income and Corporation Taxes Act 1970 (c. 10, SIF 63:1)
1970 (F) = Finance Act 1970 (c. 24, SIF 63:1,2)
1970 (No.2) = Income and Corporation Taxes (No.2) Act 1970 (c. 54)
1975 (O) = Oil Taxation Act 1975 (c. 22) (and similarly as respects subsequent years)
1976 (D) = Development Land Tax Act 1976 (c. 24)
1977 (I.T.R.) = Finance (Income Tax Reliefs) Act 1977 (c. 53)
1979 (C) = Capital Gains Tax Act 1979 (c. 14, SIF 63:2)
1984 (C) = Capital Transfer Tax Act 1984/Inheritance Tax Act 1984 (c. 51, SIF 65)
1988 = Income and Corporation Taxes Act 1988 (c. 1, SIF 63:1)
1988 (F) = Finance Act 1988 (c. 39, SIF 63:1,2)
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1990 (C) = Capital Allowances Act 1990 (c. 1, SIF 63:1)

0.J. = Official Journal of the European Communities

SIF = Statutes in Force, the official hard-copy predecessor to the online statutes (and any following
numbers refer to the relevant volume)

Modifications etc. (not altering text)

C1

General amendments, modifications, etc. to Tax Acts (or Income Tax Acts or Corporation Taxes Acts
as the case may be):

Taxes Management Act 1970 (c.9, SIF 63:1), s. 41A(7) (as added by Finance Act 1990 (c.29, SIF
63:1), s. 95(1)(2));

British Telecommunications Act 1981 (c.38, SIF 96), s. 82(2)(7);

Telecommunications Act 1984 (c.12, SIF 96), s. 72(3);

Finance Act 1984 (c.43, SIF 63:1), ss. 82(6), 85(2), 89(1)(7), 96(1)(7), 98(7), Sch. 9 para. 3(2)(9), Sch.
16 paras. 6, 12;

Finance Act 1985 (c.54, SIF 63:1), ss. 72(1), 74(5), Sch. 23 para. 15(4);

The Income Tax (Entertainers and Sportsmen) Regulations 1987 (S.1. 1987/530), regs. 11(2), 13(1),
14;

Income and Corporation Taxes Act 1988 (c.1, SIF 63:1), ss. 4, 6, 7,9, 32, 34, 78, 134, 135, 141, 142,
185, 191, 193, 194, 195, 200, 203, 209, 212, 213, 219, 247, 253, 272, 287, 314, 315, 317, 318, 325,
326, 327, 345, 350, 351, 368, 375, 381, 397, 414, 432, 440, 442, 446, 458, 460, 461, 463, 463(2)(3)
(as added by Finance Act 1990 (c.29, SIF 63:1), s. 50(2)), 468, 474, 475, 486, 490, 491, 503, 511, 518,
524,532, 544, 550, 556, 558, 569, 572, 582, 595, 601, 613, 617, 619, 621, 639, 656, 660, 663, 676,
689, 691, 694, 700, 701, 714, 716, 739, 743, 754, 763, 776, 780, 781, 782, 787, 789, 811, 828, 829,
832, 833, 834, 835, 837, 838, 839, 840, 841, 842, Sch. 2 para. 5, Sch. 4 para. 5, Sch. 13 para. 10, Sch.
16 para. 10, Sch. 21 para. 6, Sch. 26 para. 1, Sch. 27 para. 20;

Finance Act 1988 (c.39, SIF 63:1), ss. 66, 127(1)(6), Sch. 12 para. 6;

Electricity Act 1989 (c. 29, SIF 44:1), s. 90, Sch. 11 para. 8(2); S.I. 1990/117, art. 3, Sch. 1;

Capital Allowances Act 1990 (c.1, SIF 63:1), ss. 28(1), 68(8), 74, 82, 83(5), 148(5), 163(4), 164(2);
S.I. 1990/627,

Finance Act 1990 (c.29, SIF 63:1), s. 25(10);

Income and Corporation Taxes Act 1988 (c. 1, SIF 63:1), s. 84(3) (having effect with respect to gifts
made on or after 19.3.1991), s. 587A(2)(3) (with application as referred to in Finance Act 1991 (c.31,
SIF 63:1), s. 54, Sch. 12 para. 5 (if the new securities are issued on or after 19.3.1991)), s. 736A, Sch.
23A paras. 2(2), 3(2), 4(4), 5(2), 7(1);

Ports Act 1991 (c. 52, SIF 58), s. 35(8);

The Official Listing of Securities (Change of Competent Authority) Regulations 1991 (S.1I.
1991/2000), regs. 1(1), 4(5);

British Technology Group Act 1991 (c.66, SIF 64), s.12(1)(3)(4); S.I. 1991/2721, art.2;

The Social Security (Contributions) Regulations 1979 (S.I. 1979/591), Sch. 1 reg. 28 (as substituted
by S.I. 1992/97, reg. 18);

Social Security Contributions and Benefits Act 1992 (c. 4), ss. 16, 177(4), Sch.2 (with s. 108(5));
Taxation of Chargeable Gains Act 1992 (c. 12), ss. 209(3), 289 (with ss. 60, 101(1), 171, 201(3)) (with
effect for the year 1992-93 and subsequent years of assessment);

The Lloyd's Underwriters (Tax) (1989-90) Regulations 1992 (S.1. 1992/511), reg.3 (with effect for the
year of assessment 1989-90);

Finance (No. 2) Act 1992 (c. 48), ss. 66, 77, Sch. 12 paras. 6(2), 7, Sch. 17 para.9;

The Lloyd's Underwriters (Tax) (1990-91) Regulations 1993 (S.1. 1993/415), regs. 1(1), 3(1) (with
effect for the year of assessment 1990-91);

Finance Act 1993 (c. 34), s. 78(3)-(5), 118(1), 146(2)(3), 165, 175, Sch. 20 paras. 8, 9(1);

Finance Act 1993 (c. 34), ss. 172(1), 176(1), 179(4)(5), 180(1)(a)(2), 182(2), 184(3) (with effect for
the year 1992-93 and subsequent years of assessment);

Agriculture Act 1993 (c. 37), ss. 12, 36, Sch. 2, paras. 1, 2(1), 3(2), 16(2)(a), Sch. 4 para. 1(1);


http://www.legislation.gov.uk/id/ukpga/1990/1
http://www.legislation.gov.uk/id/ukpga/1970/9
http://www.legislation.gov.uk/id/ukpga/1970/9/section/41A/7
http://www.legislation.gov.uk/id/ukpga/1990/29
http://www.legislation.gov.uk/id/ukpga/1990/29
http://www.legislation.gov.uk/id/ukpga/1990/29/section/95/1/2
http://www.legislation.gov.uk/id/ukpga/1981/38
http://www.legislation.gov.uk/id/ukpga/1981/38/section/82/2/7
http://www.legislation.gov.uk/id/ukpga/1984/12
http://www.legislation.gov.uk/id/ukpga/1984/12/section/72/3
http://www.legislation.gov.uk/id/ukpga/1984/43
http://www.legislation.gov.uk/id/ukpga/1984/43/section/82/6
http://www.legislation.gov.uk/id/ukpga/1984/43/section/85/2
http://www.legislation.gov.uk/id/ukpga/1984/43/section/89/1/7
http://www.legislation.gov.uk/id/ukpga/1984/43/section/96/1/7
http://www.legislation.gov.uk/id/ukpga/1984/43/section/98/7
http://www.legislation.gov.uk/id/ukpga/1984/43/schedule/9/paragraph/3/2/9
http://www.legislation.gov.uk/id/ukpga/1984/43/schedule/16/paragraph/6
http://www.legislation.gov.uk/id/ukpga/1984/43/schedule/16/paragraph/6
http://www.legislation.gov.uk/id/ukpga/1984/43/schedule/16/paragraph/12
http://www.legislation.gov.uk/id/ukpga/1985/54
http://www.legislation.gov.uk/id/ukpga/1985/54/section/72/1
http://www.legislation.gov.uk/id/ukpga/1985/54/section/74/5
http://www.legislation.gov.uk/id/ukpga/1985/54/schedule/23/paragraph/15/4
http://www.legislation.gov.uk/id/uksi/1987/530
http://www.legislation.gov.uk/id/uksi/1987/530/regulation/11/2
http://www.legislation.gov.uk/id/uksi/1987/530/regulation/13/1
http://www.legislation.gov.uk/id/uksi/1987/530/regulation/14
http://www.legislation.gov.uk/id/ukpga/1988/1
http://www.legislation.gov.uk/id/ukpga/1988/1/section/4
http://www.legislation.gov.uk/id/ukpga/1988/1/section/6
http://www.legislation.gov.uk/id/ukpga/1988/1/section/7
http://www.legislation.gov.uk/id/ukpga/1988/1/section/9
http://www.legislation.gov.uk/id/ukpga/1988/1/section/32
http://www.legislation.gov.uk/id/ukpga/1988/1/section/34
http://www.legislation.gov.uk/id/ukpga/1988/1/section/78
http://www.legislation.gov.uk/id/ukpga/1988/1/section/134
http://www.legislation.gov.uk/id/ukpga/1988/1/section/135
http://www.legislation.gov.uk/id/ukpga/1988/1/section/141
http://www.legislation.gov.uk/id/ukpga/1988/1/section/142
http://www.legislation.gov.uk/id/ukpga/1988/1/section/185
http://www.legislation.gov.uk/id/ukpga/1988/1/section/191
http://www.legislation.gov.uk/id/ukpga/1988/1/section/193
http://www.legislation.gov.uk/id/ukpga/1988/1/section/194
http://www.legislation.gov.uk/id/ukpga/1988/1/section/195
http://www.legislation.gov.uk/id/ukpga/1988/1/section/200
http://www.legislation.gov.uk/id/ukpga/1988/1/section/203
http://www.legislation.gov.uk/id/ukpga/1988/1/section/209
http://www.legislation.gov.uk/id/ukpga/1988/1/section/212
http://www.legislation.gov.uk/id/ukpga/1988/1/section/213
http://www.legislation.gov.uk/id/ukpga/1988/1/section/219
http://www.legislation.gov.uk/id/ukpga/1988/1/section/247
http://www.legislation.gov.uk/id/ukpga/1988/1/section/253
http://www.legislation.gov.uk/id/ukpga/1988/1/section/272
http://www.legislation.gov.uk/id/ukpga/1988/1/section/287
http://www.legislation.gov.uk/id/ukpga/1988/1/section/314
http://www.legislation.gov.uk/id/ukpga/1988/1/section/315
http://www.legislation.gov.uk/id/ukpga/1988/1/section/317
http://www.legislation.gov.uk/id/ukpga/1988/1/section/318
http://www.legislation.gov.uk/id/ukpga/1988/1/section/325
http://www.legislation.gov.uk/id/ukpga/1988/1/section/326
http://www.legislation.gov.uk/id/ukpga/1988/1/section/327
http://www.legislation.gov.uk/id/ukpga/1988/1/section/345
http://www.legislation.gov.uk/id/ukpga/1988/1/section/350
http://www.legislation.gov.uk/id/ukpga/1988/1/section/351
http://www.legislation.gov.uk/id/ukpga/1988/1/section/368
http://www.legislation.gov.uk/id/ukpga/1988/1/section/375
http://www.legislation.gov.uk/id/ukpga/1988/1/section/381
http://www.legislation.gov.uk/id/ukpga/1988/1/section/397
http://www.legislation.gov.uk/id/ukpga/1988/1/section/414
http://www.legislation.gov.uk/id/ukpga/1988/1/section/432
http://www.legislation.gov.uk/id/ukpga/1988/1/section/440
http://www.legislation.gov.uk/id/ukpga/1988/1/section/442
http://www.legislation.gov.uk/id/ukpga/1988/1/section/446
http://www.legislation.gov.uk/id/ukpga/1988/1/section/458
http://www.legislation.gov.uk/id/ukpga/1988/1/section/460
http://www.legislation.gov.uk/id/ukpga/1988/1/section/461
http://www.legislation.gov.uk/id/ukpga/1988/1/section/463
http://www.legislation.gov.uk/id/ukpga/1988/1/section/463/2/3
http://www.legislation.gov.uk/id/ukpga/1990/29
http://www.legislation.gov.uk/id/ukpga/1990/29/section/50/2
http://www.legislation.gov.uk/id/ukpga/1988/1/section/468
http://www.legislation.gov.uk/id/ukpga/1988/1/section/474
http://www.legislation.gov.uk/id/ukpga/1988/1/section/475
http://www.legislation.gov.uk/id/ukpga/1988/1/section/486
http://www.legislation.gov.uk/id/ukpga/1988/1/section/490
http://www.legislation.gov.uk/id/ukpga/1988/1/section/491
http://www.legislation.gov.uk/id/ukpga/1988/1/section/503
http://www.legislation.gov.uk/id/ukpga/1988/1/section/511
http://www.legislation.gov.uk/id/ukpga/1988/1/section/518
http://www.legislation.gov.uk/id/ukpga/1988/1/section/524
http://www.legislation.gov.uk/id/ukpga/1988/1/section/532
http://www.legislation.gov.uk/id/ukpga/1988/1/section/544
http://www.legislation.gov.uk/id/ukpga/1988/1/section/550
http://www.legislation.gov.uk/id/ukpga/1988/1/section/556
http://www.legislation.gov.uk/id/ukpga/1988/1/section/558
http://www.legislation.gov.uk/id/ukpga/1988/1/section/569
http://www.legislation.gov.uk/id/ukpga/1988/1/section/572
http://www.legislation.gov.uk/id/ukpga/1988/1/section/582
http://www.legislation.gov.uk/id/ukpga/1988/1/section/595
http://www.legislation.gov.uk/id/ukpga/1988/1/section/601
http://www.legislation.gov.uk/id/ukpga/1988/1/section/613
http://www.legislation.gov.uk/id/ukpga/1988/1/section/617
http://www.legislation.gov.uk/id/ukpga/1988/1/section/619
http://www.legislation.gov.uk/id/ukpga/1988/1/section/621
http://www.legislation.gov.uk/id/ukpga/1988/1/section/639
http://www.legislation.gov.uk/id/ukpga/1988/1/section/656
http://www.legislation.gov.uk/id/ukpga/1988/1/section/660
http://www.legislation.gov.uk/id/ukpga/1988/1/section/663
http://www.legislation.gov.uk/id/ukpga/1988/1/section/676
http://www.legislation.gov.uk/id/ukpga/1988/1/section/689
http://www.legislation.gov.uk/id/ukpga/1988/1/section/691
http://www.legislation.gov.uk/id/ukpga/1988/1/section/694
http://www.legislation.gov.uk/id/ukpga/1988/1/section/700
http://www.legislation.gov.uk/id/ukpga/1988/1/section/701
http://www.legislation.gov.uk/id/ukpga/1988/1/section/714
http://www.legislation.gov.uk/id/ukpga/1988/1/section/716
http://www.legislation.gov.uk/id/ukpga/1988/1/section/739
http://www.legislation.gov.uk/id/ukpga/1988/1/section/743
http://www.legislation.gov.uk/id/ukpga/1988/1/section/754
http://www.legislation.gov.uk/id/ukpga/1988/1/section/763
http://www.legislation.gov.uk/id/ukpga/1988/1/section/776
http://www.legislation.gov.uk/id/ukpga/1988/1/section/780
http://www.legislation.gov.uk/id/ukpga/1988/1/section/781
http://www.legislation.gov.uk/id/ukpga/1988/1/section/782
http://www.legislation.gov.uk/id/ukpga/1988/1/section/787
http://www.legislation.gov.uk/id/ukpga/1988/1/section/789
http://www.legislation.gov.uk/id/ukpga/1988/1/section/811
http://www.legislation.gov.uk/id/ukpga/1988/1/section/828
http://www.legislation.gov.uk/id/ukpga/1988/1/section/829
http://www.legislation.gov.uk/id/ukpga/1988/1/section/832
http://www.legislation.gov.uk/id/ukpga/1988/1/section/833
http://www.legislation.gov.uk/id/ukpga/1988/1/section/834
http://www.legislation.gov.uk/id/ukpga/1988/1/section/835
http://www.legislation.gov.uk/id/ukpga/1988/1/section/837
http://www.legislation.gov.uk/id/ukpga/1988/1/section/838
http://www.legislation.gov.uk/id/ukpga/1988/1/section/839
http://www.legislation.gov.uk/id/ukpga/1988/1/section/840
http://www.legislation.gov.uk/id/ukpga/1988/1/section/841
http://www.legislation.gov.uk/id/ukpga/1988/1/section/842
http://www.legislation.gov.uk/id/ukpga/1988/1/schedule/2/paragraph/5
http://www.legislation.gov.uk/id/ukpga/1988/1/schedule/4/paragraph/5
http://www.legislation.gov.uk/id/ukpga/1988/1/schedule/13/paragraph/10
http://www.legislation.gov.uk/id/ukpga/1988/1/schedule/16/paragraph/10
http://www.legislation.gov.uk/id/ukpga/1988/1/schedule/16/paragraph/10
http://www.legislation.gov.uk/id/ukpga/1988/1/schedule/21/paragraph/6
http://www.legislation.gov.uk/id/ukpga/1988/1/schedule/26/paragraph/1
http://www.legislation.gov.uk/id/ukpga/1988/1/schedule/27/paragraph/20
http://www.legislation.gov.uk/id/ukpga/1988/39
http://www.legislation.gov.uk/id/ukpga/1988/39/section/66
http://www.legislation.gov.uk/id/ukpga/1988/39/section/127/1/6
http://www.legislation.gov.uk/id/ukpga/1988/39/schedule/12/paragraph/6
http://www.legislation.gov.uk/id/ukpga/1989/29
http://www.legislation.gov.uk/id/ukpga/1989/29/section/90
http://www.legislation.gov.uk/id/ukpga/1989/29/schedule/11/paragraph/8/2
http://www.legislation.gov.uk/id/uksi/1990/117
http://www.legislation.gov.uk/id/uksi/1990/117/article/3
http://www.legislation.gov.uk/id/uksi/1990/117/schedule/1
http://www.legislation.gov.uk/id/ukpga/1990/1
http://www.legislation.gov.uk/id/ukpga/1988/1/section/28/1
http://www.legislation.gov.uk/id/ukpga/1988/1/section/68/8
http://www.legislation.gov.uk/id/ukpga/1988/1/section/74
http://www.legislation.gov.uk/id/ukpga/1988/1/section/82
http://www.legislation.gov.uk/id/ukpga/1988/1/section/83/5
http://www.legislation.gov.uk/id/ukpga/1988/1/section/148/5
http://www.legislation.gov.uk/id/ukpga/1988/1/section/163/4
http://www.legislation.gov.uk/id/ukpga/1988/1/section/164/2
http://www.legislation.gov.uk/id/uksi/1990/627
http://www.legislation.gov.uk/id/ukpga/1990/29
http://www.legislation.gov.uk/id/ukpga/1990/29/section/25/10
http://www.legislation.gov.uk/id/ukpga/1988/1
http://www.legislation.gov.uk/id/ukpga/1988/1/section/84/3
http://www.legislation.gov.uk/id/ukpga/1991/31
http://www.legislation.gov.uk/id/ukpga/1991/31
http://www.legislation.gov.uk/id/ukpga/1991/31/section/54
http://www.legislation.gov.uk/id/ukpga/1991/31/schedule/12/paragraph/5
http://www.legislation.gov.uk/id/ukpga/1988/1/section/736A
http://www.legislation.gov.uk/id/ukpga/1988/1/schedule/23A/paragraph/2/2
http://www.legislation.gov.uk/id/ukpga/1988/1/schedule/23A/paragraph/2/2
http://www.legislation.gov.uk/id/ukpga/1988/1/schedule/23A/paragraph/3/2
http://www.legislation.gov.uk/id/ukpga/1988/1/schedule/23A/paragraph/4/4
http://www.legislation.gov.uk/id/ukpga/1988/1/schedule/23A/paragraph/5/2
http://www.legislation.gov.uk/id/ukpga/1988/1/schedule/23A/paragraph/7/1
http://www.legislation.gov.uk/id/ukpga/1991/52
http://www.legislation.gov.uk/id/ukpga/1991/52/section/35/8
http://www.legislation.gov.uk/id/uksi/1991/2000
http://www.legislation.gov.uk/id/uksi/1991/2000
http://www.legislation.gov.uk/id/uksi/1991/2000/regulation/1/1
http://www.legislation.gov.uk/id/uksi/1991/2000/regulation/4/5
http://www.legislation.gov.uk/id/ukpga/1991/66
http://www.legislation.gov.uk/id/ukpga/1991/66/section/12/1/3/4
http://www.legislation.gov.uk/id/uksi/1991/2721
http://www.legislation.gov.uk/id/uksi/1991/2721/article/2
http://www.legislation.gov.uk/id/uksi/1979/591
http://www.legislation.gov.uk/id/uksi/1979/591/schedule/1/regulation/28
http://www.legislation.gov.uk/id/uksi/1992/97
http://www.legislation.gov.uk/id/uksi/1992/97/regulation/18
http://www.legislation.gov.uk/id/ukpga/1992/4
http://www.legislation.gov.uk/id/ukpga/1992/4/section/16
http://www.legislation.gov.uk/id/ukpga/1992/4/section/177/4
http://www.legislation.gov.uk/id/ukpga/1992/4/schedule/2
http://www.legislation.gov.uk/id/ukpga/1992/4/section/108/5
http://www.legislation.gov.uk/id/ukpga/1992/12
http://www.legislation.gov.uk/id/ukpga/1992/12/section/209/3
http://www.legislation.gov.uk/id/ukpga/1992/12/section/289
http://www.legislation.gov.uk/id/ukpga/1992/12/section/60
http://www.legislation.gov.uk/id/ukpga/1992/12/section/101/1
http://www.legislation.gov.uk/id/ukpga/1992/12/section/171
http://www.legislation.gov.uk/id/ukpga/1992/12/section/201/3
http://www.legislation.gov.uk/id/uksi/1992/511
http://www.legislation.gov.uk/id/uksi/1992/511/regulation/3
http://www.legislation.gov.uk/id/ukpga/1992/48
http://www.legislation.gov.uk/id/ukpga/1992/48/section/66
http://www.legislation.gov.uk/id/ukpga/1992/48/section/77
http://www.legislation.gov.uk/id/ukpga/1992/48/schedule/12/paragraph/6/2
http://www.legislation.gov.uk/id/ukpga/1992/48/schedule/12/paragraph/7
http://www.legislation.gov.uk/id/ukpga/1992/48/schedule/17/paragraph/9
http://www.legislation.gov.uk/id/uksi/1993/415
http://www.legislation.gov.uk/id/uksi/1993/415/regulation/1/1
http://www.legislation.gov.uk/id/uksi/1993/415/regulation/3/1
http://www.legislation.gov.uk/id/ukpga/1993/34
http://www.legislation.gov.uk/id/ukpga/1993/34/section/78/3
http://www.legislation.gov.uk/id/ukpga/1993/34/section/118/1
http://www.legislation.gov.uk/id/ukpga/1993/34/section/146/2/3
http://www.legislation.gov.uk/id/ukpga/1993/34/section/165
http://www.legislation.gov.uk/id/ukpga/1993/34/section/175
http://www.legislation.gov.uk/id/ukpga/1993/34/schedule/20/paragraph/8
http://www.legislation.gov.uk/id/ukpga/1993/34/schedule/20/paragraph/9/1
http://www.legislation.gov.uk/id/ukpga/1993/34
http://www.legislation.gov.uk/id/ukpga/1993/34/section/172/1
http://www.legislation.gov.uk/id/ukpga/1993/34/section/176/1
http://www.legislation.gov.uk/id/ukpga/1993/34/section/179/4/5
http://www.legislation.gov.uk/id/ukpga/1993/34/section/180/1/a/2
http://www.legislation.gov.uk/id/ukpga/1993/34/section/182/2
http://www.legislation.gov.uk/id/ukpga/1993/34/section/184/3
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/section/36
http://www.legislation.gov.uk/id/ukpga/1993/37/schedule/2
http://www.legislation.gov.uk/id/ukpga/1993/37/paragraph/1
http://www.legislation.gov.uk/id/ukpga/1993/37/paragraph/2/1
http://www.legislation.gov.uk/id/ukpga/1993/37/paragraph/3/2
http://www.legislation.gov.uk/id/ukpga/1993/37/paragraph/16/2/a
http://www.legislation.gov.uk/id/ukpga/1993/37/schedule/4/paragraph/1/1

Income and Corporation Taxes Act 1988 (c. 1) 3
Document Generated: 2024-07-23
Status: Point in time view as at 25/02/1999. This version of this Act contains provisions that are not valid for this point in time.
Changes to legislation: Income and Corporation Taxes Act 1988 is up to date with all changes known to be in
force on or before 23 July 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)

The Income Tax (Manufactured Overseas Dividends) Regulations 1993 (S.1. 1993/2004), regs. 1, 4(1)
,5(1), 7(1), 8, 11(7);

Finance Act 1994 (c. 9), ss. 139(1)(2), 173(2)(b)(4)(a)(b), 174, Sch. 25 paras. 2, 6(1)(2);

Finance Act 1994 (c. 9), s. 252(1)(3), Sch. 24 paras. 1(4), 12(2), 15(1)(b), 18(1)-(4), 20(1)(a)(3), 25(1)
(with retrospective effect to 11.1.1994);

Coal Industry Act 1994 (c. 21), ss. 21, 68(4), Sch. 4 paras. 11(1), 14, 17(2)-(4), 19(1)(a)(3); S.I.
1994/2189, art. 2, Sch.;

The Lloyd's Underwriters (Tax) (1991-92) Regulations 1994 (S.I. 1994/728), reg.3 (with effect for the
year of assessment 1991-92);

Finance Act 1995 (c. 4), ss. 152, 157(12);

Finance Act 1995 (c. 4), s. 154 (with retrospective effect to 29.11.1994);

Income and Corporation Taxes Act 1988 (c. 1), Sch. 5A (as inserted by Finance Act 1995 (c. 4), s.
85(2)(3), Sch. 19);

Crown Agents Act 1995 (c. 24), s. 7(3)-(5);

Atomic Energy Authority Act 1995 (c. 37), s. 8, Sch. 3 paras. 1, 2, 7, 13;

Gas Act 1995 (c. 45), s. 17(1)(2), Sch. 5 paras. 1, 10(1)-(3);

The Friendly Societies (Taxation of Transfers of Business) Regulations 1995 (S.1. 1995/171), reg. 3;
The Lloyd's Underwriters (Tax) Regulations 1995 (S.I. 1995/351), reg. 4 (with regs. 5-8 and S.I.
1995/352, regs. 6-12, 14, 15);

The Lloyd's Underwriters (Tax) (1992-93 to 1996-97) Regulations 1995 (S.I. 1995/352), regs. 1, 4
(with regs. 6-12, 14, 15 and S.I. 1995/351, regs. 5-8) (with effect for the years of assessment 1992-93
to 1996-97);

The Income Tax (Manufactured Dividends) (Tradepoint) Regulations 1995 (S.I. 1995/2052), regs. 1,
10;

Finance Act 1996 (c. 8), ss. 81(1), 151(1), 152, 154(2)(5)(9), Sch. 10 para. 4(2), Sch. 11 para. 4(4);
Income and Corporation Taxes Act 1988 (c. 1), s. 689A(2) (as inserted by Finance Act 1996 (c. 8),
Sch. 6 paras. 16, 28);

Broadcasting Act 1996 (c. 55), Sch. 7 paras. 1(3), 18, 27;

Finance Act 1997 (c. 16), s. 79(3), Sch. 7 paras. 2(1)(3), 3(2)(5), 7(2);

Income and Corporation Taxes Act 1988 (c. 1), Sch. 23A paras. 3, 8(2A) (as substituted and inserted
respectively by Finance Act 1997 (c. 16), Sch. 10 paras. 11(1), 13(3), 16);

Capital Allowances Act 1990 (c. 1), ss. 28A, 29(1)(1A) (as inserted and substituted respectively by
Finance Act 1997 (c. 16), Sch. 15 paras. 3, 4)

Finance (No. 2) Act 1997 (c. 58), s. 29(1), Sch. 6 para. 23;

Income and Corporation Taxes Act 1988 (c. 1), s. 1A(5) (as substituted by Finance (No. 2) Act 1997
(c. 58), 5. 31(4)(6);

The Friendly Societies (Modification of the Corporation Tax Acts) Regulations 1997 (S.1. 1997/473),
reg. 3 (as amended by S.I. 2001/3629, art. 165(2)(a); S.I. 2004/822, reg. 4)

The Open-ended Investment Companies (Tax) Regulations 1997 (S.1. 1997/1154), regs. 1, 3-23 (as
amended by S.I. 1997/1715);

The Lloyd's Underwriters (Scottish Limited Partnerships) (Tax) Regulations 1997 (S.1. 1997/2681),
regs. 1, 9;

Teaching and Higher Education Act 1998 (c. 30), s. 22(5)(g);

Finance Act 1998 (c. 36), ss. 30(3), 31(2), 32(8), 46, 47(3)(a), 117, 161(2)(b)(7), Sch. 18;

Income and Corporation Taxes Act 1988 (c. 1), ss. 65A(3), 70A(3), 596C, 754(2), Sch. 28AA para.
6(2)(b) (as inserted or substituted (as the case may be) by Finance Act 1998 (c. 36), ss. 38, 93(3)(4),
108(5)(6), Sch. 5 paras. 24, 25, 73, Sch. 16, Sch. 17 paras. 9(4), 37;

Regional Development Agencies Act 1998 (c. 45), s. 38; S.I. 1998/2952, art. 2(2);

Scotland Act 1998 (c. 46), s. 73(2); S.I. 1998/3178, art. 2(2), Sch. 3;

The European Single Currency (Taxes) Regulations 1998 (S.1. 1998/3177), regs. 1, 21;

Finance Act 1999 (c. 16), s. 68(4);

Income and Corporation Taxes Act 1988 (c. 1), s. 469A (as inserted by Finance Act 1999 (c. 16), s.

68(1)(3));
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Commonwealth Development Corporation Act 1999 (c. 20), ss. 6(2)(c), 16(1)(4)(c)(5);

Finance Act 2000 (c. 17), Sch. 14 para. 43;

Income and Corporation Taxes Act 1988 (c. 1), s. 587B(2)(b) (as inserted by Finance Act 2000 (c. 17),
5. 3(DH3));

Capital Allowances Act 2001 (c. 2), ss. 253(4), 260(5), 579, Sch. 3 paras. 54, 55;

Income and Corporation Taxes Act 1988 (c. 1), s. 118ZA (as substituted by Finance Act 2001 (c. 9), s.
75(1)(6));

Finance Act 2002 (c. 23), ss. 55(2)-(4)(7), 83(1)(a)(3), Sch. 26 para. 51;

Income Tax (Earnings and Pensions) Act 2003 (c. 1), ss. 56, 566(2), 723(1) (with s. 48(2), Sch. 7));
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PART I

THE CHARGE TO TAX
Income tax

1 The charge to income tax.

(1) ™" Income tax shall be charged in accordance with the provisions of the Income Tax
Acts in respect of all property, profits or gains respectively described or comprised in
the [*'Schedules A, D, E and FJ, set out in sections 15 to 20 or which in accordance
with the Income Tax Acts are to be brought into charge to tax under any of those
Schedules or otherwise.

(2) ™ Where any Act enacts that income tax shall be charged for any year, income tax
shall be charged for that year—

[*(aa) in respect of so much of an individual’s total income as does not exceed
P
£2,000, at such rate as Parliament may determine to be the lower rate for that
year;]

(a) in respect of any income which does not fall within [“’paragraph (aa) above
or] paragraph (b) below, at such rate as Parliament may determine to be the
basic rate for that year;

[*(b) in respect of so much of an individual’s total income as exceeds [°£20,700]
at such higher rate as Parliament may determine]

but this subsection has effect subject to any provision of the Income Tax Acts providing
for income tax to be charged at a different rate in certain cases.
[**(2A) The amount up to which an individual’s income is by virtue of subsection (2) above
chargeable for any year at the lower rate shall be known as the lower rate limit.]

(3) ™ The amount up to which an individual’s income is by virtue of subsection (2) above
chargeable for any year at the [""lower rate or the| basic rate shall be known as the
basic rate limit,and the parts of income in excess of the basic rate limit which are
specified in paragraph (b) of that subsection shall be known respectively as the first,
second, third, fourth and fifth higher rate bands™.

(4)™* If the retail prices index for the month of [*September] preceding a year
of assessment is higher than it was for the previous [“September], then, unless
Parliament otherwise determines, subsection (2) above shall apply for that year as if for
["’each of the amounts specified] in that subsection as it applied for the previous year
(whether by virtue of this subsection or otherwise) there were substituted an amount
arrived at by increasing the amount for the previous year by the same percentage as
the percentage increase in the retail prices index and, if the result is not a multiple of
£100, rounding it up to the nearest amount which is such a multiple.
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(6) The Treasury shall before each year of assessment make an order specifying the

[F13

["?amounts] which by virtue of subsection (4) above will be treated as specified for

that year in subsection (2) above.

(6A) Where income tax at the basic rate has been borne on income chargeable at the lower

rate any necessary repayment of tax shall be made on the making of a claim.]

(7) Part VII contains general provisions relating to the taxation of income of individuals.

Textual Amendments
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F3

F4

F5
Fé

F7

F8
F9

F10

F11

F12

F13

Words in s. 1(1) substituted (with effect as mentioned in Sch. 7 para. 32 of the amending Act) by
Finance Act 1996 (c. 8), s. 79, Sch. 7 para. 2 (with Sch. 7 para. 33-35)

S. 1(2)(aa) inserted (16.3.1992 with application for the year 1992-93 and subsequent years of
assessment) by Finance Act 1992 (c. 20), s. 9(2)(10)(11).

Words in s. 1(2)(a) inserted (16.3.1992 with application for the year 1992-93 and subsequent years of
assessment) by Finance Act 1992 (c. 20), s. 9(3)(10)(11).

1988(F) s.24(2)(a)for 1988-89.Previously

“(b) in respect of so much of an individual's total income as exceeds £17,900, at such higher rates
respectively as Parliament may determine in relation to the first £2,500, the next £5,000, the next
£7,900, the next £7,900 and the remainder;”.

1990 s.17(1)(b)for 1990-91. (Art. 2(2)of'S.1. 1990 No.677 (in Part I1I Vol.5)was not operated.)

S. 1(2A) inserted (16.3.1992 with application for the year 1992-93 and subsequent years of
assessment) by Finance Act 1992 (c. 20), s. 9(4)(10)(11).

Words in s. 1(3) inserted (16.3.1992 with application for the year 1992-93 and subsequent years of
assessment) by Finance Act 1992 (c. 20), s. 9(5)(10)(11).

Repealed by 1988(F) s. 148 and Sch. 14 Part IV for 1988-89 and subsequent years

Words in s. 1(4) substituted (27.7.1993 with effect for year 1994-95 and subsequent years of
assessment) by 1993 c. 34, s. 107(2)(a)(8)

Words in s. 1(4) substituted (16.3.1992 with application for the year 1992-93 and subsequent years of
assessment) by virtue of Finance Act 1992 (c. 20), s. 9(6)(10)(11).

S. 1(5) repealed (27.7.1993 with effect for the year 1994-95 and subsequent years of assessment) by
1993 c. 34, ss. 107(2)(b)(8), 213, Sch. 23, Pt.III

Word in s. 1(6) substituted (16.3.1992 with application for the year 1992-93 and subsequent years of
assessment) by virtue of Finance Act 1992 (c. 20), s. 9(7)(10)(11).

S. 1(6A) inserted (16.3.1992 with application for the year 1992-93 and subsequent years of
assessment) by Finance Act 1992 (c. 20), s. 9(8)(10)(11).

Modifications etc. (not altering text)
C17 See s.686—income of trustees chargeable at higher rate.
C18 S. 1(2) amended (1991-92) by S.I. 1991/732, art. 2(2)

S. 1(2) amended (1992-93) by 1992 c. 20, s. 10(2)(b) (in place of S.I. 1992/622, art. 2(2))

. 1(2) amended (1993-94) by 1993 c. 34, s. 51(2) (in place of S.I. 1993/755, art. 2(2))

. 1(2) amended (1994-95) by 1994 c. 9, s. 75(2) (in place of S.I. 1993/2948, art. 2(2))

. 1(2)(b) amended (1995-96) by S.I. 1994/3012, art. 2(2)(b)

. 1(2)(aa) amended (1995-96) by 1995 c. 4, s. 35(2) (in place of S.I. 1994/3012, art. 2(2)(a))

. 1(2) amended (1996-97) by 1996 c. 8, s. 72(2) (in place of S.I. 1995/3031, art. 2(2))

. 1(2)(b) amended (1997-98) by S.I. 1996/2952, art. 2(2)(b)

. 1(2)(aa) amended (1997-98) by 1997 c. 16, s. 54(2) (in place of S.I. 1996/2952, art. 2(2)(a))
. 1(2) amended (1998-99) by S.I. 1998/755, art. 2(2)
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. 1(2) amended (2003-04) by S.I. 2003/840, art. 2
. 1(2) amended (2004-05) by S.1. 2004/772, art. 2
. 1(2) amended (2005-06) by S.I. 2005/716, art. 2
. 1(2) amended (2006-07) by S.I. 2006/872, art. 2
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C19 See 1990 s.17(1)—basic rate 25%and higher rate 40%for 1990-91.
C20 For earlier years see Table C Vol.1.
C21 See—1988(F) s.24(2)—indexation not to apply for 1988-89.1990 s.17(1)—indexation not to apply for
1990-91.
. 1(4) excluded for the year 1991-92 by Finance Act 1991 (c. 31, SIF 63:1), s. 21(2)
. 1(4) excluded for the year 1992-93 by Finance Act 1992 (c. 20), s. 10(2)(a)(5).
. 1(4) excluded for the year 1993-94 by Finance Act 1993 (c. 34), s. 51(2)
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C23 See S.1. 1989 No. 467 in Part IIT Vol.5.
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Marginal Citations
M1 Source—1970s.1
M2  Source—19705s.1; 1971 5.32(1); 1980 5.24(2); 1987 5.20(1)
M3  Source#1980 s.24(3); 1984 Sch.7 3(5)
M4  Source—1980 s.24(4), (7), (9)

[F"“1A  Application of lower rate to income from savings and distributions.

(1) Subject to sections 469(2) [**, 686 and 720(5),] so much of any person’s total income
for any year of assessment as—

(a) comprises income to which this section applies, and
(b) in the case of an individual, is not income falling within section 1(2)(b),
shall, by virtue of this section, be charged for that year at the [*"rate applicable in

accordance with subsection (1A) below], instead of at the rate otherwise applicable to
it in accordance with section 1(2)(aa) and (a).

[ The rate applicable in accordance with this subsection is—

(1A) (a) in the case of income chargeable under Schedule F, the Schedule F ordinary
rate;

(b) inthe case of equivalent foreign income falling within subsection (3)(b) below
and chargeable under Case V of Schedule D, the Schedule F ordinary rate; and

(c) in the case of any other income, the lower rate.]

(2) Subject to subsection (4) below, this section applies to the following income—
(a) any income chargeable under Case III of Schedule D other than—
(1) relevant annuities and other annual payments that are not interest; and
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http://www.legislation.gov.uk/id/ukpga/1988/1/section/1/4
http://www.legislation.gov.uk/id/ukpga/1991/31
http://www.legislation.gov.uk/id/ukpga/1991/31/section/21/2
http://www.legislation.gov.uk/id/ukpga/1988/1/section/1/4
http://www.legislation.gov.uk/id/ukpga/1992/20
http://www.legislation.gov.uk/id/ukpga/1992/20/section/10/2/a/5
http://www.legislation.gov.uk/id/ukpga/1988/1/section/1/4
http://www.legislation.gov.uk/id/ukpga/1993/34
http://www.legislation.gov.uk/id/ukpga/1993/34/section/51/2
http://www.legislation.gov.uk/id/ukpga/1988/1/section/1/4
http://www.legislation.gov.uk/id/ukpga/1994/9
http://www.legislation.gov.uk/id/ukpga/1994/9/section/75/2
http://www.legislation.gov.uk/id/ukpga/1988/1/section/1/4
http://www.legislation.gov.uk/id/ukpga/1995/4
http://www.legislation.gov.uk/id/ukpga/1995/4/section/35/2
http://www.legislation.gov.uk/id/ukpga/1988/1/section/1/4
http://www.legislation.gov.uk/id/ukpga/1996/8
http://www.legislation.gov.uk/id/ukpga/1996/8/section/72/2
http://www.legislation.gov.uk/id/ukpga/1988/1/section/1/4
http://www.legislation.gov.uk/id/ukpga/1999/16
http://www.legislation.gov.uk/id/ukpga/1999/16/section/22/5
http://www.legislation.gov.uk/id/ukpga/1988/1/section/1/4
http://www.legislation.gov.uk/id/ukpga/2001/9
http://www.legislation.gov.uk/id/ukpga/2001/9/section/51/2
http://www.legislation.gov.uk/id/ukcm/1989/467
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(ii) amounts so chargeable by virtue of section 119 *'*, . ;

[ any amount chargeable to tax under Case VI of Schedule D by virtue of
"(aa) section 714, 716 or 723;]

(b) any income chargeable under Schedule F; and
(c) subject to subsection (4) below, any equivalent foreign income.

(3) The income which is equivalent foreign income for the purposes of this section is any
income chargeable under Case IV or V of Schedule D which—

(a) isequivalent to a description of income falling within subsection (2)(a) above

but arises from securities or other possessions out of the United Kingdom; or

(b) consists in any such dividend or other distribution of a company not resident in
the United Kingdom as would be chargeable under Schedule F if the company
were resident in the United Kingdom.

(4) This section does not apply to—
(a) anyincome chargeable to tax under Case IV or V of Schedule D which is such
that section 65(5)(a) or (b) provides for the tax to be computed on the full
amount of sums received in the United Kingdom; or

(b) any amounts deemed by virtue of section 695(4)(b) or 696(6) to be income
chargeable under Case IV of Schedule D.

[F*°(5) For the purposes of subsection (1)(b) above and any other provisions of the Income

Tax Acts—
(a) so much of any person’s income as comprises income to which this section
applies shall be treated as the highest part of his income; and

(b) so much of that part as consists of—
(i) income chargeable under Schedule F (if any), and

(i1) equivalent foreign income falling within subsection (3)(b) above and
chargeable under Case V of Schedule D (if any),

shall be treated as the highest part of that part.]

(6) Subsection (5) above shall have effect subject to section 833(3) but shall otherwise
have effect notwithstanding any provision requiring income of any description to be
treated for the purposes of the Income Tax Acts (other than section 550) as the highest
part of a person’s income.

(7) In this section “relevant annuity” means any annuity other than a purchased life
annuity to which section 656 applies or to which that section would apply but for
section 657(2)(a).]

Textual Amendments

F14 S. 1A inserted (with effect in accordance with s. 73(3) of the amending Act) by Finance Act 1996
(c. 8),s.73(1)

F15 Words in s. 1A(1) substituted (with effect in accordance with s. 100(3) of the amending Act) by
Finance Act 1998 (c. 36), s. 100(1)

F16 Words in s. 1A(1) substituted (with effect in accordance with s. 31(6) of the amending Act) by Finance
(No. 2) Act 1997 (c. 58), s. 31(2)

F17 S.1A(1A) inserted (with effect in accordance with s. 31(6) of the amending Act) by Finance (No. 2)
Act 1997 (c. 58), s. 31(3)

F18 Words in s. 1A(2)(a)(ii) repealed (with effect in accordance with Sch. 18(2) Note in the amending Act)
by Finance Act 1997 (c. 16), s. 113, Sch. 18(2)


http://www.legislation.gov.uk/id/ukpga/1988/1/section/1A
http://www.legislation.gov.uk/id/ukpga/1996/8/section/73/3
http://www.legislation.gov.uk/id/ukpga/1996/8
http://www.legislation.gov.uk/id/ukpga/1996/8
http://www.legislation.gov.uk/id/ukpga/1996/8/section/73/1
http://www.legislation.gov.uk/id/ukpga/1988/1/section/1A/1
http://www.legislation.gov.uk/id/ukpga/1998/36/section/100/3
http://www.legislation.gov.uk/id/ukpga/1998/36
http://www.legislation.gov.uk/id/ukpga/1998/36/section/100/1
http://www.legislation.gov.uk/id/ukpga/1988/1/section/1A/1
http://www.legislation.gov.uk/id/ukpga/1997/58/section/31/6
http://www.legislation.gov.uk/id/ukpga/1997/58
http://www.legislation.gov.uk/id/ukpga/1997/58
http://www.legislation.gov.uk/id/ukpga/1997/58/section/31/2
http://www.legislation.gov.uk/id/ukpga/1988/1/section/1A/1A
http://www.legislation.gov.uk/id/ukpga/1997/58/section/31/6
http://www.legislation.gov.uk/id/ukpga/1997/58
http://www.legislation.gov.uk/id/ukpga/1997/58
http://www.legislation.gov.uk/id/ukpga/1997/58/section/31/3
http://www.legislation.gov.uk/id/ukpga/1988/1/section/1A/2/a/ii
http://www.legislation.gov.uk/id/ukpga/1997/16
http://www.legislation.gov.uk/id/ukpga/1997/16/section/113
http://www.legislation.gov.uk/id/ukpga/1997/16/schedule/18/2
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F19 S. 1A(2)(aa) inserted (with effect in accordance with s. 100(3) of the amending Act) by Finance Act

1998 (c. 36), s. 100(2)
F20 S. 1A(5) substituted (with effect in accordance with s. 31(6) of the amending Act) by Finance (No. 2)

Act 1997 (c. 58), s. 31(4)

[*'1B  Rates of tax applicable to Schedule F income etc.

(1) In the case of so much of an individual’s income which consists of—
(a) income chargeable under Schedule F (if any), and
(b) equivalent foreign income falling within section 1A(3)(b) and chargeable
under Case V of Schedule D (if any),

as is income falling within section 1(2)(b), income tax shall, by virtue of this
subsection, be charged at the Schedule F upper rate, instead of at the rate otherwise
applicable to it in accordance with section 1(2)(b).

(2) In relation to any year of assessment for which income tax is charged—
(a) the Schedule F ordinary rate is 10 per cent., and
(b) the Schedule F upper rate is 32.5 per cent.,
or, in either case, such other rate as Parliament may determine.]

Textual Amendments
F21 S. 1B inserted (with effect in accordance with s. 31(6) of the amending Act) by Finance (No. 2) Act

1997 (c. 58), s. 31(5)

2 Fractions of a pound, and yearly assessments.

(1) ™ The due proportion of income tax shall be charged for every fractional part of one
pound.

(2) Every assessment and charge to income tax shall be made for a year commencing on
the 6th April and ending on the following 5th April.

Marginal Citations
M5  Source—19705s.2

3 Certain income charged at basic rate.

M Where a person is required to be assessed and charged with income tax in respect
of any property, profits or gains out of which he makes any payment in respect of—
(a) any annuity or other annual payment (not being interest); or

(b) any royalty or other sum in respect of the user of a patent; . . .

©) B

he shall, in respect of so much of the property, profits or gains as is equal to the payment
and may be deducted in computing his total income, be charged at the basic rate.


http://www.legislation.gov.uk/id/ukpga/1988/1/section/1A/2/aa
http://www.legislation.gov.uk/id/ukpga/1998/36/section/100/3
http://www.legislation.gov.uk/id/ukpga/1998/36
http://www.legislation.gov.uk/id/ukpga/1998/36
http://www.legislation.gov.uk/id/ukpga/1998/36/section/100/2
http://www.legislation.gov.uk/id/ukpga/1988/1/section/1A/5
http://www.legislation.gov.uk/id/ukpga/1997/58/section/31/6
http://www.legislation.gov.uk/id/ukpga/1997/58
http://www.legislation.gov.uk/id/ukpga/1997/58
http://www.legislation.gov.uk/id/ukpga/1997/58/section/31/4
http://www.legislation.gov.uk/id/ukpga/1988/1/section/1B
http://www.legislation.gov.uk/id/ukpga/1997/58/section/31/6
http://www.legislation.gov.uk/id/ukpga/1997/58
http://www.legislation.gov.uk/id/ukpga/1997/58
http://www.legislation.gov.uk/id/ukpga/1997/58/section/31/5
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Textual Amendments
F22 S. 3(c) and preceding word repealed (with effect in accordance with Sch. 18 Pt. 6(2) Note of the
amending Act) by Finance Act 1997 (c. 16), s. 113 {Sch. 18}

Marginal Citations
M6 Source—1970s.3; 1971 Sch.6 2

4 Construction of references in Income Tax Acts to deduction of tax.

()™ Any provision of the Income Tax Acts requiring, permitting or assuming the
deduction of income tax from any amount (otherwise than in pursuance of section 203)
or treating income tax as having been deducted from or paid on any amount, shall,
subject to any provision to the contrary, be construed as referring to deduction or
payment of income tax at the basic rate in force for the relevant year of assessment.

["*(1A) As respects deductions from, and tax treated as paid on, any such amounts as constitute

or (but for the person whose income they are) would constitute income to which
section 1A applies, subsection (1) above shall have effect with a reference to the lower
rate in force for the relevant year of assessment substituted for the reference to the
basic rate in force for that year.]

(2) For the purposes of [***this section], the relevant year of assessment shall be taken to

be (except where otherwise provided)—
(a) ifthe amount is an amount payable wholly out of profits or gains brought into
charge to tax, the year in which the amount becomes due;
(b) in any other case, the year in which the amount is paid.

Textual Amendments
F23 S.4(1A) inserted (with effect in accordance with s. 73(3) of the amending Act) by Finance Act 1996
(c. 8),s.73(2)
F24 Words in s. 4(2) substituted (with effect in accordance with Sch. 6 para. 28 of the amending Act) by
Finance Act 1996 (c. 8), s. 73, Sch. 6 para. 2

Marginal Citations

M7 Source—1971 s.36; 1975(No. 2) s.44(6)

5 Date for payment.

Textual Amendments
F25 S. 5 repealed (with effect in accordance with s. 199(2) and Sch. 26 Pt. 5(23) Note 2 of the amending
Act) by Finance Act 1994 (c. 9), s. 258, Sch. 26 Pt. 5(23); S.1. 1998/3173, art. 2


http://www.legislation.gov.uk/id/ukpga/1988/1/section/3/c
http://www.legislation.gov.uk/id/ukpga/1997/16
http://www.legislation.gov.uk/id/ukpga/1997/16/section/113
http://www.legislation.gov.uk/id/ukpga/1988/1/section/4/1A
http://www.legislation.gov.uk/id/ukpga/1996/8/section/73/3
http://www.legislation.gov.uk/id/ukpga/1996/8
http://www.legislation.gov.uk/id/ukpga/1996/8
http://www.legislation.gov.uk/id/ukpga/1996/8/section/73/2
http://www.legislation.gov.uk/id/ukpga/1988/1/section/4/2
http://www.legislation.gov.uk/id/ukpga/1996/8/schedule/6/paragraph/28
http://www.legislation.gov.uk/id/ukpga/1996/8
http://www.legislation.gov.uk/id/ukpga/1996/8/section/73
http://www.legislation.gov.uk/id/ukpga/1996/8/schedule/6/paragraph/2
http://www.legislation.gov.uk/id/ukpga/1988/1/section/5
http://www.legislation.gov.uk/id/ukpga/1994/9
http://www.legislation.gov.uk/id/ukpga/1994/9/section/258
http://www.legislation.gov.uk/id/ukpga/1994/9/schedule/26/part/5/23
http://www.legislation.gov.uk/id/uksi/1998/3173
http://www.legislation.gov.uk/id/uksi/1998/3173/article/2
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Corporation tax

6 The charge to corporation tax and exclusion of income tax and capital gains tax.

(1) ™® Corporation tax shall be charged on profits of companies, and the Corporation Tax
Acts shall apply, for any financial year for which Parliament so determines, and where
an Act charges corporation tax for any financial year the Corporation Tax Acts apply,
without any express provision, for that year accordingly.

(2) The provisions of the Income Tax Acts relating to the charge of income tax shall
not apply to income of a company (not arising to it in a fiduciary or representative
capacity) if—

(a) the company is resident in the United Kingdom, or

(b) the income is, in the case of a company not so resident, within the chargeable
profits of the company as defined for the purposes of corporation tax by
section 11(2).

(3) A company shall not be chargeable to capital gains tax in respect of gains accruing to it
so that it is chargeable in respect of them to corporation tax or would be so chargeable
but for an exemption from corporation tax.

(4) In this section, sections 7 to 12, 114, 115 (but subject to subsection (7)), *°. . . 247
and 248, Part VIII, Chapter IV of Part X and Part XI, except in so far as the context
otherwise requires—

(a) “profits” means income and chargeable gains; and

(b) “trade” includes “vocation”, and also includes an office or employment or the
occupation of woodlands in any context in which the expression is applied to
that in the Income Tax Acts.

(5) Part VIII contains general provisions relating to the taxation of profits of companies.

Textual Amendments
F26 Words in s. 6(4) repealed (with effect in accordance with Sch. 8 Pt. 2(4) Note of the amending Act) by
Finance (No. 2) Act 1997 (c. 58), s. 52, Sch. 8

Modifications etc. (not altering text)

C24 S. 6 applied (6.3.1992 with effect as mentioned in s. 289(1)(2) of the amending Act) by Taxation of
Chargeable Gains Act 1992 (c. 12), ss. 1(2), 289 (with ss. 60, 101(1), 171, 201(3)).

C25 Table K Vol.1.See—Trustee Savings Bank Act 1985 (¢.58) s.5and Sch.2 para.6(2).1990(C)
8.92—balancing charge on a person liable to corporation tax in respect of dwelling houses let on
assured tenancies to be made under Sch.A.

C26 See 1988(F) s.148and Sch.14 Part Vfor repeals which will take place from 6April 1993.

Marginal Citations
M8 Source—1970s.238

7 Treatment of certain payments and repayment of income tax.

(1) ™ No payment made by a company resident in the United Kingdom shall be treated
for any purpose of the Income Tax Acts as paid out of profits or gains brought into
charge to income tax; nor shall any right or obligation under the Income Tax Acts to


http://www.legislation.gov.uk/id/ukpga/1988/1/section/6/4
http://www.legislation.gov.uk/id/ukpga/1997/58
http://www.legislation.gov.uk/id/ukpga/1997/58/section/52
http://www.legislation.gov.uk/id/ukpga/1997/58/schedule/8
http://www.legislation.gov.uk/id/ukpga/1988/1/section/6
http://www.legislation.gov.uk/id/ukpga/1992/12/section/289/1/2
http://www.legislation.gov.uk/id/ukpga/1992/12
http://www.legislation.gov.uk/id/ukpga/1992/12
http://www.legislation.gov.uk/id/ukpga/1992/12/section/1/2
http://www.legislation.gov.uk/id/ukpga/1992/12/section/289
http://www.legislation.gov.uk/id/ukpga/1992/12/section/60
http://www.legislation.gov.uk/id/ukpga/1992/12/section/101/1
http://www.legislation.gov.uk/id/ukpga/1992/12/section/171
http://www.legislation.gov.uk/id/ukpga/1992/12/section/201/3
http://www.legislation.gov.uk/id/ukpga/1985/58
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deduct income tax from any payment be affected by the fact that the recipient is a
company not chargeable to income tax in respect of the payment.

(2) Subject to the provisions of the Corporation Tax Acts, where a company resident in
the United Kingdom receives any payment on which it bears income tax by deduction,
the income tax thereon shall be set off against any corporation tax assessable on
the company "’ . . for the accounting period in which that payment falls to be
taken into account for corporation tax (or would fall to be taken into account but
for any exemption from corporation tax); and accordingly in respect of that payment
the company, unless wholly exempt from corporation tax, shall not be entitled to a
repayment of income tax before the assessment for that accounting period is finally
determined and it appears that a repayment is due.

(3) ™ Subsection (2) above does not apply to a payment of relevant loan interest to which
section 369 applies.

(4) ™! References in this section to payments received by a company apply to any received
by another person on behalf of or in trust for the company, but not to any received by
the company on behalf of or in trust for another person.

Textual Amendments
F27 Words in s. 7(2) repealed (with effect as mentioned in Sch. 27 Pt. 3(28) Note of the amending Act) by
Finance Act 1998 (c. 36), s. 165, Sch. 27 Pt. 3(28)
F28 S.7(5)-(7) repealed (with effect as mentioned in Sch. 27 Pt. 3(28) Note of the amending Act) by
Finance Act 1998 (c. 36), s. 165, Sch. 27 Pt. 3(28)

Modifications etc. (not altering text)

C27 See—1970(M) s.94—set off to be disregarded in computing penalty for failure to deliver a return.1990
$8.98and 132and Sch.19 Part Vfor changes in relation to income tax falling to be set off against
corporation tax for accounting periods ending after the appointed day (see 1988 s.10).

C28 S. 7(2) applied (with modifications) (with effect in accordance with s. 105(1) of the applying Act) by
Finance Act 1996 (c. 8), s. 91(2) (with Schs. 10, 11, 15)

Marginal Citations
M9  Source—1970 5.240(4), (5)
M10 Source—1982 s.26(7)
M11 Source—1970 s.240(7)

8 General scheme of corporation tax.

(1) Subject to any exceptions provided for by the Corporation Tax Acts, a company shall
be chargeable to corporation tax on all its profits wherever arising.

(2) ™2 A company shall be chargeable to corporation tax on profits accruing for its benefit
under any trust, or arising under any partnership, in any case in which it would be
so chargeable if the profits accrued to it directly; and a company shall be chargeable
to corporation tax on profits arising in the winding up of the company, but shall not


http://www.legislation.gov.uk/id/ukpga/1988/1/section/7/2
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http://www.legislation.gov.uk/id/ukpga/1998/36/section/165
http://www.legislation.gov.uk/id/ukpga/1998/36/schedule/27/part/3/28
http://www.legislation.gov.uk/id/ukpga/1988/1/section/7/5
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http://www.legislation.gov.uk/id/ukpga/1998/36/section/165
http://www.legislation.gov.uk/id/ukpga/1998/36/schedule/27/part/3/28
http://www.legislation.gov.uk/id/ukpga/1988/1/section/7/2
http://www.legislation.gov.uk/id/ukpga/1996/8
http://www.legislation.gov.uk/id/ukpga/1996/8/section/91/2
http://www.legislation.gov.uk/id/ukpga/1996/8/schedule/10
http://www.legislation.gov.uk/id/ukpga/1996/8/schedule/11
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otherwise be chargeable to corporation tax on profits accruing to it in a fiduciary or
representative capacity except as respects its own beneficial interest (if any) in those
profits.

(3) Corporation tax for any financial year shall be charged on profits arising in that
year; but assessments to corporation tax shall be made on a company by reference to
accounting periods, and the amount chargeable (after making all proper deductions)
of the profits arising in an accounting period shall, where necessary, be apportioned
between the financial years in which the accounting period falls.

In relation to accounting periods ending after such day, not being earlier than 3 1st March
1992, as the Treasury may by order appoint for the purposes of this subsection, this
subsection shall have effect with the substitution for “assessments to corporation tax
shall be made on a company” of “corporation tax shall be computed and chargeable
(and any assessments shall accordingly be made)”.

Textual Amendments
F29 S.8(4)-(6) repealed (27.7.1993 with application in relation to resolutions passed after the day on which
1993 c. 34 is passed) by 1993 c. 34, ss. 205(7), 206(1), 213, Sch. 23 Pt.VI

Modifications etc. (not altering text)
C29 S. 8(3): the day appointed for the purposes of s. 8(3) is 30.9.1993 by S.I. 1992/3066, art. 2(2)(b).

Marginal Citations
M12 Source—1970 5.243 (1)-(3), (5)-(7); 1974 5.36; 1987(No. 2) 5.90(1)(a)

[’8A  Resolutions to reduce corporation tax.

Textual Amendments
F30 S.8A inserted (27.7.1993) by 1993 c. 34, s. 206(2)
F31 S. 8A repealed (29.4.1996) by Finance Act 1996 (c. 8), ss. 138, 205, Sch. 24 para. 10, Sch. 41

9 Computation of income: application of income tax principles.

(1) ™ Except as otherwise provided by the Tax Acts, the amount of any income shall for
purposes of corporation tax be computed in accordance with income tax principles, all
questions as to the amounts which are or are not to be taken into account as income,
or in computing income, or charged to tax as a person’s income, or as to the time
when any such amount is to be treated as arising, being determined in accordance with
income tax law and practice as if accounting periods were years of assessment.

(2) For the purposes of this section “income tax law” means, in relation to any accounting
period, the law applying, for the year of assessment in which the period ends, to
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the charge on individuals of income tax, except that it does not include such of the
enactments of the Income Tax Acts as make special provision for individuals in
relation to matters referred to in subsection (1) above.

(3) Accordingly, for purposes of corporation tax, income shall be computed, and the
assessment shall be made, under the like Schedules and Cases as apply for purposes
of income tax, and in accordance with the provisions applicable to those Schedules
and Cases, but (subject to the provisions of the Corporation Tax Acts) the amounts
so computed for the several sources of income, if more than one, together with any
amount to be included in respect of chargeable gains, shall be aggregated to arrive at
the total profits.

(4) Without prejudice to the generality of subsection (1) above, any provision of the
Income Tax Acts which confers an exemption from income tax, or which provides for
a person to be charged to income tax on any amount (whether expressed to be income
or not, and whether an actual amount or not), shall, except as otherwise provided, have
the like effect for purposes of corporation tax.

(5) Where, by virtue of this section or otherwise, any enactment applies both to income
tax and to corporation tax—

(a) it shall not be affected in its operation by the fact that they are distinct taxes
but, so far as is consistent with the Corporation Tax Acts, shall apply in
relation to income tax and corporation tax as if they were one tax, so that,
in particular, a matter which in a case involving two individuals is relevant
for both of them in relation to income tax shall in a like case involving an
individual and a company be relevant for him in relation to that tax and for
it in relation to corporation tax; and

(b) for that purpose references in any such enactment to a relief from or charge
to income tax, or to a specified provision of the Income Tax Acts shall, in
the absence of or subject to any express adaptation, be construed as being or
including a reference to any corresponding relief from or charge to corporation
tax, or to any corresponding provision of the Corporation Tax Acts.

(6) The provisions of the Income Tax Acts applied by this section do not include sections
1 to 5, 60 to 69, Part VII or sections 348 to 350 of this Act; and nothing in this section
shall be taken to mean that income arising in any period is to be computed by reference
to any other period (except in so far as this results from apportioning to different parts
of a period income of the whole period).

Marginal Citations
M13 Source—19705.250

10 Time for payment of tax.

Textual Amendments
F32 S. 10 repealed (with effect in accordance with s. 199(2) of the amending Act) by Finance Act 1994
(c.9),s. 258, Sch. 26 Part 5(23), Note 4; S.I. 1998/3173, art. 2
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11

Companies not resident in United Kingdom.

(1) ™A company not resident in the United Kingdom shall not be within the charge

to corporation tax unless it carries on a trade in the United Kingdom through a
branch or agency but, if it does so, it shall, subject to any exceptions provided for by
theCorporation Tax Acts, be chargeable to corporation tax on all its chargeable profits
wherever arising.

(2) For purposes of corporation tax the chargeable profits of a company not resident in the

United Kingdom but carrying on a trade there through a branch or agency shall be—
(a) any trading income arising directly or indirectly through or from the branch
or agency, and any income from property or rights used by, or held by or for,
the branch or agency (but so that this paragraph shall not include distributions
received from companies resident in the United Kingdom); and
["*(b) such chargeable gains as are, by virtue of section 10(3) of the 1992 Act, to be,
or be included in, the company’s chargeable profits,]

(3) P**. . . Where a company not resident in the United Kingdom receives any payment

on which it bears income tax by deduction, and the payment forms part of, or is to
be taken into account in computing, the company’s income chargeable to corporation
tax, the income tax thereon shall be set off against any corporation tax assessable
on that income . . . for the accounting period in which the payment falls to be
taken into account for corporation tax; and accordingly in respect of that payment the
company shall not be entitled to a repayment of income tax before the assessment for
that accounting period is finally determined and it appears that a repayment is due.

(4) ™*Subsection (3) above does not apply to a payment of relevant loan interest to which

section 369 applies.

Textual Amendments

F33

F34

F35

S. 11(2)(b) substituted (6.3.1992 with effect as mentioned in s. 289(1)(2) of the amending Act) by
Taxation of Chargeable Gains Act 1992 (c. 12), ss. 289, 290, Sch. 10 para. 14(2) (with ss. 60, 101(1),
171, 201(3)).

Words in s. 11(3) repealed (27.7.1993 with effect in accordance with s. 103 of the amending Act) by
1993 c. 34, ss. 103, 213, Sch. 23 Pt.III

Words in s. 11(3) repealed (with effect as mentioned in Sch. 27 Pt. 3(28) Note of the amending Act) by
Finance Act 1998 (c. 36), s. 165, Sch. 27 Pt. 3(28)

Modifications etc. (not altering text)

C30

C31

C32

S. 11(2)(a) excluded (3.5.1994) by Finance Act 1994 (c. 9), s. 219(4) (with s. 220)

S. 11(2)(a) excluded (with effect in accordance with s. 22(7) of the 1997 amending Act) by 1994 c. 9,
s. 219(4A) (as inserted by Finance (No. 2) Act 1997 (c. 58), s. 22(4))

See—1970(M) s.94(2)—set off to be disregarded in computing penalty for failure to make a
return.1990 ss.98and 132and Sch.19 Part Vfor changes in relation to income tax falling to be set off’
against corporation tax for accounting periods ending after the appointed day (see 1988 s.10).

S. 11(3) applied (with modifications) (with effect in accordance with s. 105(1) of the applying Act) by
Finance Act 1996 (c. 8), s. 91(2) (with Schs. 10, 11, 15)

Marginal Citations
M14 SOURCE-19705.246; 1979(C) Sch. 7
M15 SOURCE-1982s.26(7)
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VALID FROM 10/07/2003

[**11A ADetermination of profits attributable to permanent establishment

(1) This section provides for determining for the purposes of corporation tax the amount
of the profits attributable to a permanent establishment in the United Kingdom of a
company that is not resident in the United Kingdom (“the non-resident company™).

(2) There shall be attributed to the permanent establishment the profits it would have
made if it were a distinct and separate enterprise, engaged in the same or similar
activities under the same or similar conditions, dealing wholly independently with
the non-resident company.

(3) In applying subsection (2)—
(a) it shall be assumed that the permanent establishment has the same credit
rating as the non-resident company, and

(b) itshall also be assumed that the permanent establishment has such equity and
loan capital as it could reasonably be expected to have in the circumstances
specified in that subsection.

No deduction may be made in respect of costs in excess of those that would have
been incurred on those assumptions.

(4) There shall be allowed as deductions any allowable expenses incurred for
the purposes of the permanent establishment, including executive and general
administrative expenses so incurred, whether in the United Kingdom or elsewhere.

“Allowable expenses” means expenses of a kind in respect of which a
deduction would be allowed for corporation tax purposes if incurred by a
company resident in the United Kingdom.

(5) The Board may by regulations make provision as to the application of subsection (2)
in relation to insurance companies.

The regulations may, in particular, make provision in place of subsection (3)(b) as
to the basis on which, in the case of insurance companies, capital is to be attributed
to a permanent establishment in the United Kingdom. In this subsection “insurance
company” has the meaning given by section 431(2).

(6) Schedule A1l to this Act contains provisions supplementing the provisions of this
section. |

Textual Amendments

12

F36 S. 11AA inserted (with effect in accordance with s. 149(6) of the amending Act) by Finance Act 2003

(c. 14), s. 149(2)

Basis of, and periods for, assessment.

(1) ™'® Except as otherwise provided by the Corporation Tax Acts, corporation tax shall
be assessed and charged for any accounting period of a company on the full amount
of the profits arising in the period (whether or not received in or transmitted to the
United Kingdom) without any other deduction than is authorised by those Acts.
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(2) An accounting period of a company shall begin for purposes of corporation tax
whenever—

(a) the company, not then being within the charge to corporation tax, comes
within it, whether by the company becoming resident in the United Kingdom
or acquiring a source of income, or otherwise; or

(b) an accounting period of the company ends without the company then ceasing
to be within the charge to corporation tax.

(3) An accounting period of a company shall end for purposes of corporation tax on the
first occurrence of any of the following—

(a) the expiration of 12 months from the beginning of the accounting period;

(b) an accounting date of the company or, if there is a period for which the
company does not make up accounts, the end of that period;

(c) the company beginning or ceasing to trade or to be, in respect of the trade
or (if more than one) of all the trades carried on by it, within the charge to
corporation tax;

(d) the company beginning or ceasing to be resident in the United Kingdom;
(e) the company ceasing to be within the charge to corporation tax.

(4) For the purposes of this section a company resident in the United Kingdom, if not
otherwise within the charge to corporation tax, shall be treated as coming within the
charge to corporation tax at the time when it commences to carry on business.

(5) [*"Subject to subsection (5A) below] If a company carrying on more than one trade
makes up accounts of any of them to different dates, and does not make up general
accounts for the whole of the company’s activities, subsection (3)(b) above shall apply
with reference to the accounting date of such one of the trades [**as the company may
determine].

["*’(5A) If the Board is of the opinion, on reasonable grounds, that a date determined by a

company for the purposes of subsection (5) above is inappropriate, they may by notice
direct that the accounting date of such other of the trades referred to in that subsection
as appears to them to be appropriate shall be used instead.]

(6) If a chargeable gain or allowable loss accrues to a company at a time not otherwise
within an accounting period of the company, an accounting period of the company
shall then begin for the purposes of corporation tax, and the gain or loss shall accrue
in that accounting period.

(7) Notwithstanding anything in subsections (1) to (6) above, where a company is wound
up, an accounting period shall end and a new one begin with the commencement of
the winding up, and thereafter, subject to section 342(6), an accounting period shall
not end otherwise than by the expiration of 12 months from its beginning or by the
completion of the winding up.

For this purpose a winding up is to be taken to commence on the passing by the company
of a resolution for the winding up of the company, or on the presentation of a winding
up petition if no such resolution has previously been passed and a winding up order is
made on the petition, or on the doing of any other act for a like purpose in the case of
a winding up otherwise than under the ™"Insolvency Act 1986.

[F*(7A) Notwithstanding anything in subsections (1) to (7) above, where there is a transfer

of the whole or part of the long term business of an insurance company to another
company in accordance with a scheme sanctioned by a court under [**'Part I of
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Schedule 2C to the Insurance Companies Act 1982], an accounting period of the
company from which the business is transferred shall end with the day of the transfer.]

(8) Where it appears to the inspector that the beginning or end of any accounting period of
a company is uncertain, he may make an assessment on the company for such period,
not exceeding 12 months, as appears to him appropriate, and that period shall be treated
for all purposes as an accounting period of the company unless either—

(a) the inspector on further facts coming to his knowledge sees fit to revise it; or

(b) on an appeal against the assessment in respect of some other matter the
company shows the true accounting periods;

and if on an appeal against an assessment made by virtue of this subsection the
company shows the true accounting periods, the assessment appealed against shall, as
regards the period to which it relates, have effect as an assessment or assessments for
the true accounting periods, and there may be made such other assessments for any
such periods or any of them as might have been made at the time when the assessment
appealed against was made.

Textual Amendments

F37 Words in s. 12(5) inserted (with effect as mentioned in Sch. 24 para. 11(4) of the amending Act) by
Finance Act 1996 (c. 8), s. 79, Sch. 24 para. 11(2)(a)

F38 Words in s. 12(5) substituted (with effect as mentioned in Sch. 4 para. 11(4) of the amending Act) by
Finance Act 1996 (c. 8), s. 79, Sch. 24 para. 11(2)(b)

F39 S.12(5A) inserted (with effect as mentioned in Sch. 4 para. 11(4) of the amending Act) by Finance Act
1996 (c. 8), s. 79, Sch. 24 para. 11(3)

F40 S. 12(7A) inserted by Finance Act 1990 (c. 29), s.48, Sch.9 para.3 (in relation to transfers of business
on or after 1.11.1990)

F41 Words ins. 12(7A) substituted (1.5.95) by Finance Act 1995 (c. 4), s. 53, Sch. 9 para. 1(1)(2)(a)

Modifications etc. (not altering text)

C33 S.12(1)-(7) excluded (28.4.1997) by The Open-ended Investment Companies (Tax) Regulations 1997
(SI 1997/1154), {reg. 25(2)}

C34 S. 12(7A) modified (with effect in accordance with reg. 1 of the amending S.1.) by The Friendly
Societies (Taxation of Transfers of Business) Regulations 1995 (S.I. 1995/171), reg. 4(2)(b)

C35 S.12(7A) modified (19.3.1997) by S.I. 1995/171, reg. 4A (as inserted by The Friendly Societies
(Taxation of Transfers of Business) (Amendment) Regulations 1997 (S.1. 1997/472), reg. 4)

C36 S.12(7A) modified (with effect in accordance with reg. 1(2) of the modifying S.1.) by The Friendly
Societies (Modification of the Corporation Tax Acts) Regulations 1997 (S.1. 1997/473), reg. 4 (as
amended by S.I. 2001/3629, art. 154); and that modifying reg. 4 is omitted (8.4.2004 with effect in
accordance with reg. 1 of the revoking S.1.) by virtue of S.1. 2004/822, reg. 5

Marginal Citations
M16 SOURCE-1970s.247;1972s. 107(1)
M17 1986 c. 45.

Small companies’ rate

13 Small companies’ relief.

(1) MBWhere in any accounting period the profits of [* 2

(a) isresident in the United Kingdom, and

a company which—
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(b) is not a close investment-holding company (as defined in section 13A) at the
end of that period.]

do not exceed the lower relevant maximum amount, the company may claim that the
corporation tax charged on its basic profits for that period shall be calculated as if the
rate of corporation tax (instead of being the rate fixed for companies generally) were
such lower rate (to be known as the “small companies’ rate”) as Parliament may from
time to time determine.

(2) Where in any accounting period the profits of any such company exceed the lower
relevant maximum amount but do not exceed the upper relevant maximum amount,
the company may claim that the corporation tax charged on its basic profits for that
period shall be reduced by a sum equal to such fraction as Parliament may from time
to time determine of the following amount—

M—Pl|x —~
P

where—

M is the upper relevant maximum amount;
P is the amount of the profits; and

I is the amount of the basic profits.

(3) The lower and upper relevant maximum amounts mentioned above shall be
determined as follows—

(a) where the company has no associated company in the accounting period, those
amounts are [*£300,000] and [***£1,500,000] respectively;

(b) where the company has one or more associated companies in the accounting
period, the lower relevant maximum amount is [**£300,000] divided by
one plus the number of those associated companies, and the upper relevant
maximum amount is [**£1,500,000] divided by one plus the number of those
associated companies.

(4) In applying subsection (3) above to any accounting period of a company, an associated
company which has not carried on any trade or business at any time in that accounting
period (or, if an associated company during part only of that accounting period, at any
time in that part of that accounting period) shall be disregarded and for the purposes
of this section a company is to be treated as an “associated company” of another at a
given time if at that time one of the two has control of the other or both are under the
control of the same person or persons.

In this subsection “control” shall be construed in accordance with
section 416.

(5) In determining how many associated companies a company has got in an accounting
period or whether a company has an associated company in an accounting period, an
associated company shall be counted even if it was an associated company for part
only of the accounting period, and two or more associated companies shall be counted
even if they were associated companies for different parts of the accounting period.

(6) For an accounting period of less than 12 months the relevant maximum amounts
determined in accordance with subsection (3) above shall be proportionately reduced.
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(7) For the purposes of this section the profits (but not the basic profits) of a company for
an accounting period shall be taken to be the amount of its profits for that period on
which corporation tax falls finally to be borne, with the addition of franked investment
income [** other than franked investment income (if any) which the company (“the
receiving company") receives from a company resident in the United Kingdom which
is—

(a) a 51 per cent. subsidiary of the receiving company or of a company resident
in the United Kingdom of which the receiving company is a 51 per cent.
subsidiary; or

(b) atrading or holding company which does not fall within section 247(1A) and
which is owned by a consortium the members of which include the receiving
company.]

which the company (if a member of a group) receives from companies within the
group [***and with the addition of ™. . . arising to the company] ; and for this purpose
distributions received by the company from another are to be treated as coming from
within the company’s group if, but only if, dividends so received are group income or
would be group income if the companies so elected.

(8) For the purposes of this section the basic profits of a company for an accounting period
shall be taken to be the amount of its profits for that period on which corporation tax
falls finally to be borne.

["*(8AA) Subsections (8) to (9A) of section 247 shall apply for the purposes of subsection (7)
above as they apply for the purposes of that section.

(8AB) The reference in subsection (7) above to franked investment income received by a
company applies to any such income received by another person on behalf of or in
trust for the company, but not to any such income received by the company on behalf
of or in trust for another person.]

[8A) ]

(9) Any power which the inspector may exercise under [*'paragraphs 2 to 4 of

Schedule 12 to the Finance Act 1989] may be exercised by him for the purposes of
this section.

Textual Amendments

F42 1989 s.105(1)in relation to accounting periods beginning after 31March 1989.Previously
“a company resident in the United Kingdom”.

F43 Words in s. 13(3) substituted (with effect in accordance with s. 86(3) of the amending Act) by Finance
Act 1994 (c. 9), s. 86(2)(a)

F44 Words in s. 13(3) substituted (with effect in accordance with s. 86(3) of the amending Act) by Finance
Act 1994 (c. 9), s. 86(2)(b)

F45 Words in s. 13(7) substituted (with effect in accordance with Sch. 3 para. 7(4) of the amending Act) by
Finance Act 1998 (c. 36), s. 31, Sch. 3 para. 7(2)

F46 Words ins. 13(7) inserted (3.5.1994) by Finance Act 1994 (c. 9), s. 138, Sch. 16 para. 11(2)

F47 Words ins. 13 (7) repealed (with effect in accordance with Sch. 6 para. 1(4) of the amending Act) by
Finance (No. 2) Act 1997 (c. 58), ss. 36, 52, Sch. 6. para. 1(2), Sch. 8 Pt. 2(11) Note

F48 S. 13(8AA)(8AB) inserted (with effect in accordance with Sch. 3 para. 7(4) of the amending Act) by
Finance Act 1998 (c. 36), s. 31, Sch. 3 para. 7(3)

F49 S. 13(8A) inserted (3.5.1994) by Finance Act 1994 (c. 9), s. 138, Sch. 16 para. 11(3)
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F50 S. 13(8A) repealed (with effect in accordance with Sch. 6 para. 1(4) of the amending Act) by Finance
(No. 2) Act 1997 (c. 58), ss. 36, 52, Sch. 6. para. 1(3), Sch. 8 Pt. 2(11) Note

F51 1989 s.107and Sch.12 para.7.Previously
“paragraph 17 of Schedule 19”.

Modifications etc. (not altering text)
C37 S. 13 modified (for the financial year 1991 and subsequent financial years) by Finance Act 1991 (c. 31,
SIF 63:1), 5. 25(3)
S. 13 modified (for the financial year 1994 and subsequent financial years) by Finance Act 1994 (c. 9),
s. 86(3)
C38 S. 13 applied (27.7.1999) by Finance Act 1999 (c. 16), s. 28(7)(b)
C39 For rates and fractions see Table K Vol.1.
C40 S. 13(2) amended (for the financial year 1990) by Finance Act 1991 (c. 31, SIF 63:1), s. 23(2)
C41 S. 13(2) amended (for the financial year 1991) by Finance Act 1991 (c. 31, SIF 63:1), s. 25(1)(b)
. 13(2) amended (for the financial year 1992) by Finance (No. 2) Act 1992 (c. 48), s. 22(b).
. 13(2) modified (for the financial year 1993) by Finance Act 1993 (c. 34), s. 54(b)
. 13(2) modified (for the financial year 1994) by Finance Act 1994 (c. 9), s. 86(1)(b)
. 13(2) modified (for the financial year 1995) by Finance Act 1995 (c. 4,) {s. 38(b)}
. 13(2) modified (for the financial year 1996) by Finance Act 1996 (c. 8), s. 78(b)
. 13(2) modified (for the financial year 1997) by Finance Act 1997 (c. 16), s. 59(b)
. 13(2) modified (for the financial year 1998) by Finance Act 1998 (c. 36), s. 28(2)(b)
. 13(2) modified (for the financial year 1999) by Finance Act 1998 (c. 36), s. 29(2)(b)
. 13(2) modified (for the financial year 2000) by Finance Act 2000 (c. 17), s. 36(b)
. 13(2) modified (for the financial year 2001) by Finance Act 2001 (c. 9), s. 55(b)
. 13(2) modified (for the financial year 2002) by Finance Act 2002 (c. 23), s. 31(b)
. 13(4)(5) applied (with effect in accordance with s. 579 of the affecting Act) by Capital Allowances
Act 2001 (c. 2), s. 99(5) (with Sch. 3 paras. 54, 55)
S. 13(4)(5) applied (with effect in accordance with Sch. 14 para. 10 of the 1997 affecting Act) by
Capital Allowances Act 1990 (c. 1), s. 38D(6) (as inserted by Finance Act 1997 (c. 16), s. 84, Sch. 14
para. 2)
C43 S. 13(4)(5) applied (with effect in accordance with s. 579 of the amending Act) by Capital Allowances
Act 2001 (c. 2), s. 99(5) (with Sch. 3)
C44 S. 13(7) amended (27.7.1993 with application as mentioned in s. 78(11) of the Amending Act) by 1993
c. 34, s. 78(6)(11)
C45  See 1989 s.88—calculation of profits of life assurance company.
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C42

Marginal Citations
M18 SOURCE-1972 s. 95; 1973 Sch. 14 2, 4; 1983 (No. 2) s. 2(2); 1987 (No. 2) s. 74(4)

VALID FROM 11/05/2001

[**13Z Alnterpretation of section 13(7)

(1) In determining for the purposes of section 13(7) whether one body corporate is a 51
per cent subsidiary of another, that other shall be treated as not being the owner of
any share capital—

(a) which it owns indirectly, and
(b) which is owned directly by a body corporate for which a profit on the sale
of the shares would be a trading receipt.
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(2) Notwithstanding that at any time a company (“the subsidiary company”) is a 51 per
cent subsidiary of another company (“the parent company”) it shall not be treated at
that time as such a subsidiary for the purposes of section 13(7) unless, additionally,
at that time—

(a) the parent company would be beneficially entitled to more than 50 per cent
of any profits available for distribution to equity holders of the subsidiary
company, and

(b) the parent company would be beneficially entitled to more than 50 per cent of
any assets of the subsidiary company available for distribution to its equity
holders on a winding-up.

(3) For the purposes of section 13(7) and this section—

(a) “trading or holding company” means a trading company or a company the
business of which consists wholly or mainly in the holding of shares or
securities of trading companies that are its 90 per cent subsidiaries;

(b) “trading company” means a company whose business consists wholly or
mainly of the carrying on of a trade or trades;

(c) a company is owned by a consortium if 75 per cent or more of the
ordinary share capital of the company is beneficially owned between them
by companies of which none—

(i) beneficially owns less than 5 per cent of that capital,
(i1) would be beneficially entitled to less than 5 per cent of any profits
available for distribution to equity holders of the company, or
(iii) would be beneficially entitled to less than 5 per cent of any assets
of the company available for distribution to its equity holders on a
winding up,
and those companies are called the members of the consortium.
(4) Schedule 18 (equity holders and assets etc. available for distribution) applies for

the purposes of subsections (2) and (3)(c) above as it applies for the purposes of
section 413(7).]

Textual Amendments
F52 S. 13ZA inserted (with application in accordance with s. 86(6) of the amending Act) by Finance Act
2001 (c. 9), s. 86(5)

VALID FROM 27/07/1999

[F**13AACorporation tax starting rate.

(1) Where in any accounting period the profits of a qualifying company do not exceed
the first relevant amount, the company may, instead of making a claim under
section 13(1), claim that the corporation tax charged on its basic profits for that period
shall be calculated as if the rate of corporation tax were such rate (to be known as the
“corporation tax starting rate”), lower than the small companies’ rate, as Parliament
may from time to time determine.
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(2) Where in any accounting period the profits of a qualifying company exceed the first
relevant amount but do not exceed the second relevant amount, the company may,
instead of making a claim under section 13(1), claim that the corporation tax charged
on its basic profits for that period shall be—

(a) calculated as if the rate of corporation tax were the small companies’ rate;
and

(b) then reduced by the sum specified in subsection (3) below.

(3) That sum is the sum equal to such fraction as Parliament may from time to time
determine of the following amount—

R2 —P x—
P

where—
R2 is the second relevant amount;
P is the amount of the profits; and
I is the amount of the basic profits.

(4) The first and second relevant amounts mentioned above shall be determined as
follows—

(a) where the company has no associated company in the accounting period,
those amounts are £10,000 and £50,000 respectively;
(b) where the company has one or more associated companies in the accounting
period—
(1) the first relevant amount is £10,000 divided by one plus the number
of those associated companies, and

(ii) the second relevant amount is £50,000 divided by one plus the
number of those associated companies.

(5) Subsections (4) and (5) of section 13 shall apply for the purposes of subsection (4)
above as they apply for the purposes of subsection (3) of that section.

(6) For an accounting period of less than 12 months the relevant amounts determined in
accordance with subsection (4) above shall be proportionately reduced.

(7) The profits and the basic profits of a company for an accounting period shall be
determined for the purposes of this section as they are for the purposes of section 13.

(8) In this section “qualifying company”, in relation to an accounting period, means a
company which—
(a) 1isresident in the United Kingdom;
(b) isnota close investment-holding company (as defined in section 13A) at the
end of that period; and
(c) isnotan investment trust which for that period has any eligible rental income
(within the meaning of section 508A).]
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Textual Amendments
F53 S. 13AA inserted (with effect in accordance with s. 28(6)(7) of the amending Act) by Finance Act
1999 (c. 16), s. 28(1)

Modifications etc. (not altering text)
C46 S. 13AA modified (27.7.1999) by Finance Act 1999 (c. 16), s. 28(7)(a)
C47 S. 13AA(3) modified (27.7.1999) by Finance Act 1999 (c. 16), s. 29(b)
S. 13AA(3) modified (11.5.2001) by Finance Act 2001 (c. 9), s. 56(b)
S. 13AA(3) modified (24.7.2002) by Finance Act 2002 (c. 23), s. 32(b)

VALID FROM 22/07/2004

[**13ABThe non-corporate distribution rate

(1) This section applies where in any accounting period—

(a) a company makes (or is treated as making) one or more non-corporate
distributions, and

(b) the company’s underlying rate of corporation tax is less than the non-
corporate distribution rate.

(2) The rate of tax to be applied in calculating the corporation tax chargeable on the
company’s basic profits for the accounting period is—

(a) in relation to so much of the company’s basic profits as is matched with a
non-corporate distribution, the non-corporate distribution rate, and

(b) in relation to the remainder of the company’s basic profits, the company’s
underlying rate of corporation tax.

(3) The “non-corporate distribution rate” is such rate as Parliament may from time to
time determine.

(4) Schedule A2 to this Act makes provision supplementing this section, in particular—
(a) defining “non-corporate distribution” and a company’s “underlying rate of
corporation tax”,
(b) as to the matching of a company’s profits and non-corporate distributions,
and
(c) providing for non-corporate distributions to be allocated to other companies
in certain circumstances. |

Textual Amendments
F54 S. 13AB inserted (with effect in accordance with s. 28(4)(5) of the amending Act) by Finance Act
2004 (c. 12), s. 28(1)(6)

Modifications etc. (not altering text)
C48 S. 13AB applied (with modifications) (22.7.2004) by Finance Act 2004 (c. 12), s. 28(4)(5)
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[**13A Close investment-holding companies.

(1) A close company is for the purposes of section 13(1) a “close investment-holding
company” unless it complies with subsection (2) below.

(2) A company (“the relevant company’’) complies with this subsection in any accounting
period if throughout that period it exists wholly or mainly for any one or more of the
following purposes—

(a)
(b)

(©)

(d)
(e)

)

the purpose of carrying on a trade or trades on a commercial basis,

the purpose of making investments in land or estates or interests in land in
cases where the land is, or is intended to be, let to persons other than—

(1) any person connected with the relevant company, or

(i1) any person who is the wife or husband of an individual connected
with the relevant company, or is a relative, or the wife or husband of
a relative, of such an individual or of the husband or wife of such an
individual,
the purpose of holding shares in and securities of, or making loans to, one
or more companies each of which is a qualifying company or a company
which—
(1) is under the control of the relevant company or of a company which
has control of the relevant company, and
(ii) itself exists wholly or mainly for the purpose of holding shares in or
securities of, or making loans to, one or more qualifying companies,
the purpose of co-ordinating the administration of two or more qualifying
companies,
the purpose of a trade or trades carried on on a commercial basis by one or
more qualifying companies or by a company which has control of the relevant
company, and
the purpose of the making, by one or more qualifying companies or by
a company which has control of the relevant company, of investments as
mentioned in paragraph (b) above.

(3) For the purposes of subsection (2) above, a company is a “qualifying company”, in
relation to the relevant company, if it—

(a)
(b)

is under the control of the relevant company or of a company which has control
of the relevant company, and

exists wholly or mainly for either or both of the purposes mentioned in
subsection (2)(a) or (b) above.

(4) Where a company is wound up, it shall not be treated as failing to comply with
subsection (2) above in the accounting period that (by virtue of subsection (7) of
section 12) begins with the time which is for the purposes of that subsection the
commencement of the winding up, if it complied with subsection (2) above in the
accounting period that ends with that time.

(5) In this section—

“control” shall be construed in accordance with section 416, and
“relative” has the meaning given by section 839(8).

(6) Section 839 shall apply for the purposes of this section.]
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Textual Amendments
F55 S. 13A inserted (in relation to accounting periods beginning after 31 March 1989) by Finance Act
1989 (c. 26), s. 105(2)(3)

Advance corporation tax

14 Advance corporation tax and qualifying distributions.

(2) ™In this Act “qualifying distribution” means any distribution other than—
(a) adistribution which, in relation to the company making it, is a distribution by
virtue only of section 209(2)(c); or
(b) a distribution consisting of any share capital or security which the company
making the distribution has directly or indirectly received from the company
by which the share capital or security was issued and which, in relation to the
latter company, is a distribution by virtue only of section 209(2)(c).

Textual Amendments
F56 S. 14(1)(3)-(5) repealed (with effect as mentioned in Sch. 3 para. 8(3) of the repealing Act) by Finance
Act 1998 (c. 36), ss. 31, 165, Sch. 3 para. §(2), Sch. 27 Pt. 3(2) Note

Modifications etc. (not altering text)
C49 For rates see Table J Vol.1.
C50 See 1980 s.117and Sch.18—demergers.

Marginal Citations
M19 SOURCE-1972 s. 84(4)

The six Schedules

Y215 Schedule A.
(1) The Schedule referred to as Schedule A is as follows:—

[""SCHEDULE A
€)) (1) Tax is charged under this Schedule on the annual profits arising from
a business carried on for the exploitation, as a source of rents or other
receipts, of any estate, interest or rights in or over land in the United
Kingdom.
(2) To the extent that any transaction is entered into for the exploitation,
as a source of rents or other receipts, of any estate, interest or rights
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http://www.legislation.gov.uk/id/ukpga/1998/36/schedule/3/paragraph/8/2
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in or over land in the United Kingdom, it is taken to be entered into
in the course of such a business.

(3) All businesses and transactions carried on or entered into by a
particular person or partnership, so far as they are businesses or
transactions the profits of which are chargeable to tax under this
Schedule, are treated for the purposes of this Schedule as, or as
entered into in the course of carrying on, a single business.

There are qualifications to this rule in the case of—
(a) companies not resident in the United Kingdom (see
subsection (1A) below); and
(b) insurance companies (see sections 432AA and 441B(2A)).
(4) The receipts referred to in the expression “as a source of rents or other
receipts” include—
(a) payments in respect of a licence to occupy or otherwise to use
land or the exercise of any other right over land, and
(b) rentcharges, ground annuals and feu duties and other annual
payments reserved in respect of, or charged on or issuing out
of, the land.
2) (1) This Schedule does not apply to profits arising from the occupation
of land.
(2) This Schedule does not apply to—
(a) profits charged to tax under Case I of Schedule D under—
(b) receipts or expenses taken into account as trading receipts or
expenses under section 98 (tied premises);
(c) rent charged to tax under Schedule D under—
(3) The profits of a Schedule A business carried on by a company shall
be computed without regard to items giving rise to—
credits or debits within Chapter II of Part IV of the Finance Act
1996 (loan relationships), or
exchange gains or losses within Chapter II of Part II of the
Finance Act 1993 (foreign exchange gains and losses), or
qualifying payments within Chapter II of Part IV of the Finance
Act 1994 (interest rate and currency contracts).
This Schedule does not affect the operation of those provisions.
3) (1) For the purposes of this Schedule a right to use a caravan or
houseboat, where the use to which the caravan or houseboat may be
put in pursuance of the right is confined to use at a single location in
the United Kingdom, is treated as a right deriving from an estate or
interest in land in the United Kingdom.
(2) In sub-paragraph (1)—
“caravan” has the meaning given by section 29(1) of the
Caravan Sites and Control of Development Act 1960; and
“houseboat” means a boat or similar structure designed or
adapted for use as a place of human habitation.
4) (1) In the case of a furnished letting, any sum payable for the use
of furniture shall be taken into account in computing the profits
chargeable to tax under this Schedule in the same way as rent.
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Expenses in connection with the provision of furniture shall similarly
be taken into account in the same way as expenses in connection with
the premises.

(2) A furnished letting means where—

(a) a sum is payable in respect of the use of premises, and

(b) the tenant or other person entitled to the use of the premises
1s also entitled, in connection with that use, to the use of
furniture.

(3) This paragraph does not apply if the receipts and expenses are taken
into account in computing the profits of a trade consisting in, or
involving, making furniture available for use in premises.

(4) In this paragraph—

(a) any reference to a sum includes the value of consideration
other than money, and references to a sum being payable shall
be construed accordingly; and

(b) “premises” includes a caravan or houseboat within the
meaning of paragraph 3.]

[***(1A) In the case of a company which is not resident in the United Kingdom—

(a) businesses carried on and transactions entered into by it the profits of which
are within the charge to corporation tax under Schedule A, and

(b) businesses carried on and transactions entered into by it the profits of which
are within the charge to income tax under Schedule A,

are treated as separate Schedule A businesses.]

(4) Part II contains further provisions relating to the charge to tax under Schedule A.

Textual Amendments

F57 S. 15(1): Sch. A substituted (with effect in accordance with s. 38(2)(3) of the amending Act) by
Finance Act 1998 (c. 36), s. 38(1), Sch. 5 para. 1 (with Sch. 5 para. 73)

FS58 S.15(1A) inserted (with effect in accordance with s. 38(2)(3) of the amending Act) by Finance Act
1998 (c. 36), s. 38(1), Sch. 5 para. 2 (with Sch. 5 para. 73)

FS59 S. 15(2) repealed (with effect in accordance with s. 38(2)(3) of the amending Act) by Finance Act
1998 (c. 36), s. 165, Sch. 27 Pt. 3(4)

F60 S.51(3) repealed (with effect from 6.4.1988) by Finance Act 1988 (c. 39), s.148, Sch. 14 Part V,
Note 1

Modifications etc. (not altering text)

C51 See—1970(M) s.19—information for purposes of Sch.Aand associated Sch.Dcharges.1990(C ) s.9(5)
—manner of making allowances and charges.1990(C) s.67(3)—allowances in respect of leased
assets employed for thermal insulation.1990(C) s.92—allowances in respect of dwelling houses let on
assured tenancies.

C52 Ss. 15-17: Schs. A-C excluded (with effect in accordance with s. 230(3) of the excluding Act) by
Finance Act 1994 (c. 9), s. 219(2)(b)(4) (with s. 220)
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Marginal Citations
M20 SOURCE-1970(1)—(3)

F116  Schedule B.

Textual Amendments
F61 S. 16 repealed (with effect from 6.4.1988) by Finance Act 1988 (c. 39) s.148, Sch.14 Pt. V

F6217  Schedule C.

Textual Amendments
F62 S. 17 repealed (with effect in accordance with Sch. 7 para. 32 and Sch. 41 Pt. 5(2) Note of the
repealing Act) by Finance Act 1996 (c. 8), ss. 79, 205, Sch. 7 para. 3, Sch. 41 Pt. V(2), Note (with
Sch. 7 paras. 33-35)

18 Schedule D.

(1) ™'The Schedule referred to as Schedule D is as follows:—
SCHEDULE D
Tax under this Schedule shall be charged in respect of—
(a) the annual profits or gains arising or accruing—

(i) to any person residing in the United Kingdom from any kind of
property whatever, whether situated in the United Kingdom or
elsewhere, and

(i1) to any person residing in the United Kingdom from any
trade, profession or vocation, whether carried on in the United
Kingdom or elsewhere, and
(ii1) to any person, whether a Commonwealth citizen or not, although
not resident in the United Kingdom from any property whatever
in the United Kingdom or from any trade, profession or vocation
exercised within the United Kingdom, and
(b) all interest of money, annuities and other annual profits or gains [ " not
charged under Schedule A or E], and not specially exempted from tax.

[F63

(2) ™Tax under Schedule D shall be charged under the Cases set out in subsection (3)
below, and subject to and in accordance with the provisions of the Tax Acts applicable
to those Cases respectively.

(3) The Cases are—
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Case I: tax in respect of any trade carried on in
the United Kingdom or elsewhere [***but
not contained in Schedule A];

Case II: tax in respect of any profession or
vocation not contained in any other
Schedule;

Case I1I: tax in respect of—

(a) any interest of money, whether
yearly or otherwise, or any annuity or
other annual payment, whether such
payment is payable within or out of the
United Kingdom, either as a charge on
any property of the person paying the
same by virtue of any deed or will or
otherwise, or as a reservation out of

it, or as a personal debt or obligation
by virtue of any contract, or whether
the same is received and payable half-
yearly or at any shorter or more distant
periods, but not including any payment
chargeable under Schedule A, and

(b) all discounts, and

(c) income ["**from securities which is
payable out of the public revenue of the
United Kingdom or Northern Ireland];

Case IV: tax in respect of income arising from

securities out of the United Kingdom
Fo6

Case V: tax in respect of income arising
from possessions out of the United
Kingdom not being income consisting

of emoluments of any office or
employment;

Case VI tax in respect of any annual profits or
gains not falling under any other Case of
Schedule D and not charged by virtue of
["Schedule A or EJ.

["®(3A) For the purposes of corporation tax subsection (3) above shall have effect as if the

following Case were substituted for Cases III and IV, that is to say—

Case I1I: tax in respect of—
(a) profits and gains which, as
profits and gains arising from loan
relationships, are to be treated as
chargeable under this Case by virtue of
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Chapter II of Part IV of the Finance Act
1996;

(b) any annuity or other annual payment
which—

(i) is payable (whether inside or

outside the United Kingdom and
whether annually or at shorter or longer
intervals) in respect of anything other
than a loan relationship; and

(ii) is not a payment chargeable under
Schedule A;

(c) any discount arising otherwise than
in respect of a loan relationship;

and as if Case V did not include tax in respect of any income falling within
paragraph (a) of the substituted Case III.]

[F®(3B) The references in Case IV of Schedule D to income arising from securities out of the

United Kingdom, and in Case V of Schedule D to income arising from possessions
out of the United Kingdom, shall be taken, in the case of relevant foreign holdings,
to include references to the following—

(a) any proceeds of such a sale or other realisation of coupons for foreign
dividends as is effected by a bank in the United Kingdom which pays the
proceeds over or carries them into an account;

(b) any proceeds of a sale of such coupons to a dealer in coupons in the United
Kingdom by a person who is not a bank or another dealer in coupons.

(3C) In this section “relevant foreign holdings” means—
(a) any securities issued by or on behalf of a government or a public or local
authority in a country outside the United Kingdom; or
(b) any shares or securities issued by or on behalf of a body of persons not resident
in the United Kingdom,;

and “‘securities” here includes loan stock and similar securities.

(3D) In this section “foreign dividends” means—
(a) in relation to relevant foreign holdings falling within subsection (3C)(a)
above, interest or annual payments payable out of the revenue of the
government or authority in question; and

(b) in relation to relevant foreign holdings falling within subsection (3C)(b)
above, any dividends, interest or annual payments payable in respect of the
holdings in question.

(3E) In this section—
(a) “bank” has the meaning given by section 840A; and

(b) references to coupons include, in relation to any foreign dividends, warrants
for and bills of exchange purporting to be drawn or made in payment of those
dividends.]

(4) ™The provisions of Schedule D and of subsection (2) above are without prejudice to
any other provision of the Tax Acts directing tax to be charged under Schedule D or
under one or other of the Cases set out in subsection (3) above, and tax directed to be
so charged shall be charged accordingly.
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(5) [™Parts III and IV contain] further provisions relating to the charge to tax under
Schedule D.

Textual Amendments

F63 S. 18(1): words in Sch. D para. (b) substituted (with effect as mentioned in Sch. 7 para. 32 of the
amending Act) by Finance Act 1996 (c. 8), s. 79, Sch. 7 para. 4(1) (with Sch. 7 paras. 33-35)

F64 S. 18(3): words in Sch. D Case I inserted (with effect in accordance with s. 39(4)(5) of the amending
Act) by Finance Act 1995 (c. 4), s. 39(3), Sch. 6 para. 2

F65 S. 18(3): words in Sch. D Case III para. (c) substituted (with effect as mentioned in Sch. 7 para. 32 of
the amending Act) by Finance Act 1996 (c. 8), s. 79, Sch. 7 para. 4(2)(a) (with Sch. 7 paras. 33-35)

F66 S. 18(3): words in Sch. D Case IV repealed (with effect as mentioned in Sch. 7 para. 32 of the
amending Act) by Finance Act 1996 (c. 8), ss. 79, 205, Sch. 7 para. 4(2)(b), Sch. 41 Pt. V(2), Note
(with Sch. 7 paras. 33-35)

F67 S. 18(3): words in Sch. D Case VI substituted (with effect as mentioned in Sch. 7 para. 32 of the
amending Act) by Finance Act 1996 (c. 8), s. 79, Sch. 7 para. 4(2)(c) (with Sch. 7 paras. 33-35)

F68 S. 18(3A) inserted (with effect as mentioned in s. 105 of the amending Act) by Finance Act 1996
(c. 8),s. 104, Sch. 14 para. 5 (with Sch. 15)

F69 S. 18(3B)-(3E) inserted (with effect as mentioned in Sch. 7 para. 32 of the amending Act) by Finance
Act 1996 (c. 8), s. 79, Sch. 7 para. 4(3) (with Sch. 7 paras. 33-35)

F70 Words in s. 18(5) substituted (with effect as mentioned in Sch. 7 para. 32 of the amending Act) by
Finance Act 1996 (c. 8), s. 79, Sch. 7 para. 4(4) (with Sch. 7 paras. 33-35)

Modifications etc. (not altering text)

CS53  See, as regards exemption, the following provisions of this Act:—s.320—Commonwealth Agents
—General and official agents etc.s.322—certain consular officers and employees.s.323—visiting
forces and staffs of allied headquarters.s.325—certain savings bank interest.s.326—sums
payable under certified contractual saving schemes.s.327—interest on damages for personal
injuries.s.328—funds in court.s.330—German annuities in compensation for National Socialist
persecution.s.438—annuity funds of insurance companies doing pension business.s.459to
46 1—certain friendly societies.s.467—certain trade unionss.476—certain dividends and interest
payable by building societies (Repealed by 1990 s.30and Sch.5 para.2for 1991-92and subsequent
years.).s.484—savings banks.s.505and 506—charities.s.507—a~British Museum.s.508—scientific
research associations.s.510—agricultural societies.s.514—funds for reducing National
Debt.s.517—issue departments of Reserve Bank of India and State Bank of Pakistan.s.519—local
authorities.s.578—housing grants.s.581—interest on certain local authority borrowing in foreign
currency.s.613(4)—~Parliamentary pension funds.s.614—national insurance supplementary schemes
etc, and certain Indian family pension funds.s.614(3)—certain pension funds for Crown service
abroad.s.614and 615—certain pension funds for overseas employees.s.620(5)and (6)—approved
retirement annuity trust schemes.s.656and 657—certain purchased life annuities.s.688—certain
interest received by trustees of schemes for directors and employees to acquire shares.

See also—1989 s.43for periods of account ending after 5April 1989involving emoluments.Income
Tax (Repayment of Post-War Credits) Act 1959 s.2(4) (see Part 11 Vol.5)—interest on post-

war credits.Diplomatic Privileges Act 1964 (c.81).Commonwealth Secretariat Act 1966 (c.10),
s.1(2)and Sch. Part I para.3—the Commonwealth Secretariat.International Organisations Act 1968
(c.48)—certain international organisations and persons connected therewith.Double taxation
agreements (listed in Part III Vol.5)in force under ss.788-7990f this Act as to certain persons resident
abroad.

C54 S. 18: Sch. D excluded (with effect in accordance with s. 39(4)(5) of the excluding Act) by Income and
Corporation Taxes Act 1988 (c. 1), s. 588(4A) (as inserted by Finance Act 1995 (c. 4), s. 39(3), Sch. 6
para. 24)

C55 See 1970(M) Part Vlllas to charges on non-residents.
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C56 See—1988 s.79A(4)—charge on contributor to training and enterprise councils and local enterprise
companies who receives benefits in return.S.1. 1987 No.530 (in Part III Vol.5) regn.8—computation of
profits and gains in respect of payments attributable to non-resident entertainers and sportsmen.

C57 See—1989 s.94and Sch.11 para.5—deep gain securities transferred on or after 14March 1989.S.1.
1986 No. 1948 (in Part III Vol.5) regn.8(2)(d)—interest on cash deposits which are plan investments
under personal equity plans.1990 s.56and Sch.10 para.12(4)—treatment of chargeable events in
relation to convertible securities. Housing Act 1957 (¢.56) Sch.8 para.4andHousing (Scotland) Act
1966 (c.49) Sch.7 para.4—interest on certain small holdings of housing bonds.Housing Subsidies Act
1967 (¢.29) s.24(2)(c) (reproduced in Part 11 Vol.5)—payment received by lender from Minister in
respect of subsidised loan.

C58 See—1989 s.94and Sch.11 para.5—deep gain securities transferred on or after 14March 1989.1990
s.56and Sch.10 paras.12(4)and 20—treatment of chargeable events in relation to income received in
the UK. from convertible securities.

C59 See also—1990 ss.9(5)and 15—certain balancing charges on lessors and others in respect of
industrial buildings, machinery, etc.1970(M) s.30—recovery of overpayment of tax, etc.1988 s.79A(4)
—charge on contributor to training and enterprise councils and local enterprise companies who
receives benefit in return.1989 ss.68, 71—charge on certain profits or gains of employee share
ownership trusts.1990(C) s.92(2)—balancing charge in respect of dwelling houses let on assured
tenancies.S.1. 1956 No.1230 (in Part III Vol. 5) regns. 4and 15—additional liabilities in respect of
purchased life annuities in certain contingencies.S.1. 1989 No.469 (in Part III Vol. 5) regn.22(3)
—assessments to recover tax in respect of income under personal equity plans.

C60 S. 18: Sch. D Case I extended (with effect for the year 1992-93 and subsequent years of assessment)
by Finance Act 1993 (c. 34), s. 171(2)(a)(4), 184(3)

S. 18: Sch. D Case I restricted (with effect for the year 1992-93 and subsequent years of assessment)
by Finance Act 1993 (c. 34), ss. 171(2)(b)(4), 184(3)

S. 18: Sch. D Case 1 extended (with application in accordance with s. 219(4) of the extending Act) by
Finance Act 1994 (c. 9), s. 219(2)(a) (with s. 220)

S. 18: Sch. D Case I modified (29.7.1996) by Broadcasting Act 1996 (c. 55), ss. 135, 149(1)(f), Sch. 7
para. 19 (with s. 43(6))

S. 18: Sch. D Cases I, 11, VI extended (31.7.1998) by Finance Act 1998 (c. 36), s. 47(4)

S. 18: Sch. D Cases I, 1I restricted (with application in accordance with s. 42(3) of the restricting Act)
by Finance Act 1998 (c. 36), s. 42(1)(2) (with s. 42(4)(5))

S. 18: Sch. D Cases I, III, V modified (with effect in accordance with s. 117(4)(5) of the modifying
Act) by Finance Act 1998 (c. 36), s. 117(1), Sch. 18 para. 84 (with Sch. 18 para. 59(2))

S. 18: Sch. D Cases I, VI restricted (with application in accordance with s. 46(7) of the restricting Act)
by Finance Act 2000 (c. 17), s. 46(1)-(6)

C61 S. 18: Sch. D Cases II-VI excluded (with effect in accordance with s. 230(3) of the excluding Act) by
Finance Act 1994 (c. 9), s. 219(2)(b)(4) (with s. 220)

C62 S. 18: Sch. D Case III extended (1.5.1995) by Finance Act 1995 (c. 4), s. 157(7)

S. 18: Sch. D Case III applied (with effect as mentioned in s. 105(1) of the affecting Act) by Finance
Act 1996 (c. 8), s. 83(9), Sch. 8 para. 3(4), Sch. 15

S. 18: Sch. D Case I1I modified (with effect as mentioned in s. 105(1) of the modifying Act) by
Finance Act 1996 (c. 8), s. 83(9), Sch. 8 para. 3(5), Sch. 15

S. 18: Sch. D Cases III, IV extended (with effect in accordance with s. 105(1) of the extending Act) by
Finance Act 1996 (c. 8), s. 102, Sch. 13 para. 1(1) (with Sch. 13 para. 16, Sch. 15)

C63 S. 18:Sch. D Case V extended (27.7.1999) by Commonwealth Development Corporation Act 1999
(c. 20), s. 20, Sch. 3 para. 6(3) (with Sch. 3 para. 1)

C64 S. 18: Sch. D Case VI extended (16.7.1992 with effect in relation to chargeable periods ending after
10.3.1992) by Finance (No. 2) Act 1992 (c. 48), s. 66, Sch. 12 paras. 1, 3(1), 7.

S. 18: Sch. D Case VI extended (27.7.1993 with effect as mentioned in s. 165 of the amending Act) by
Finance Act 1993 (c. 34), ss. 130(2)(4), 165

S. 18: Sch. D Case VI restricted (27.7.1993) by Agriculture Act 1993 (c. 37), s. 12, Sch. 2 paras. 19(2),
20(2)
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S. 18: Sch. D Case VI extended (with application in accordance with Sch. 20 para. 11(1)(2) of the
extending Act) by Finance Act 1994 (c. 9), s. 218, Sch. 20 para. 11(3) (with Sch. 20 para. 12(2))

S. 18: Sch. D Case VI extended (with effect in accordance with s. 117(4)(5) of the extending Act) by
Finance Act 1998 (c. 36), s. 117(1), Sch. 18 para. 52(4) (with Sch. 18 para. 59(2))

S. 18: Sch. D Case VI extended (with effect in accordance with s. 579 of the extending Act) by Capital
Allowances Act 2001 (c. 2), ss. 256(2)(b)(4) (with Sch. 3 paras. 54, 55)

Marginal Citations
M21 SOURCE-1970s. 108(1)
M22 SOURCE-1970s. 109(1), (2)
M23 SOURCE-1970 ss. 108(3), 109(3)

19 Schedule E.
(1) ™*The Schedule referred to as Schedule E is as follows:—

SCHEDULE E
(1) Tax under this Schedule shall be charged in respect of any office or
employment on emoluments therefrom which fall under one or more than one
of the following Cases—

["'Case I: any emoluments for any year of
assessment in which the person
holding the office or employment is
resident and ordinarily resident in the
United Kingdom, subject however to
section 192 if the emoluments are foreign
emoluments (within the meaning of that
section )%, . . ;

Case II: any emoluments, in respect of duties
performed in the United Kingdom, for
any year of assessment in which the
person holding the office or employment
is not resident (or, if resident, not
ordinarily resident) in the United
Kingdom, subject however to section 192
if the emoluments are foreign emoluments
(within the meaning of that section);

Case I11: any emoluments for any year of
assessment in which the person holding
the office or employment is resident in
the United Kingdom (whether or not
ordinarily resident there) so far as the
emoluments are received in the United
Kingdom;]

and tax shall not be chargeable in respect of emoluments of an office or employment
under any other paragraph of this Schedule.

(2) Tax under this Schedule shall be charged in respect of every annuity, pension

or stipend payable by the Crown or out of the public revenue of the United
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Kingdom or of Northern Ireland, other than annuities charged [*"under
paragraph (c) of Case III of Schedule D].

(3) Tax under this Schedule shall also be charged in respect of any pension which
is paid otherwise than by or on behalf of a person outside the United Kingdom.
(4) Where—
(a) any pension or annuity is payable in the United Kingdom by or
through any public department, officer or agent of a government of
a territory to which this paragraph applies (but otherwise than out of
the public revenue of the United Kingdom or of Northern Ireland) to a
person who has been employed in relevant service outside the United
Kingdom in respect of that service, or
(b) any pension or annuity is so payable to the widow, child, relative or
dependant of any such person as is mentioned above,

and the person in receipt of the pension or annuity is chargeable to tax as
a person resident in the United Kingdom, the pension or annuity shall be
chargeable to tax under this Schedule.

The territories to which this paragraph applies are—
(i) any country forming part of Her Majesty’s dominions,

(ii) any other country for the time being mentioned in Schedule 3 to the ¥*British
Nationality Act 1981, and

(iii) any territory under Her Majesty’s protection;

and in this paragraph “relevant service” means the service of the Crown or service

under the government of a territory to which this paragraph applies.

[F#(4A) Where (apart from this paragraph) emoluments from an office or employment
would be for a year of assessment in which a person does not hold the office
or employment, the following rules shall apply for the purposes of the Cases
set out in paragraph 1 above—

(a) if in the year concerned the office or employment has never been held,
the emoluments shall be treated as emoluments for the first year of
assessment in which the office or employment is held;

(b) if in the year concerned the office or employment is no longer held,
the emoluments shall be treated as emoluments for the last year of
assessment in which the office or employment was held.]

(5) The preceding provisions of this Schedule are without prejudice to any other
provision of the Tax Acts directing tax to be charged under this Schedule and
tax so directed to be charged shall be charged accordingly.

(2) References in the Tax Acts to Cases I, II and III of Schedule E shall be taken
as referring to the Cases under which tax is chargeable under paragraph 1 of that
Schedule.

(3) Part V contains further provisions relating to the charge to tax under Schedule E.

Textual Amendments
F71 1989 s.36(2)for 1989-900r subsequent years of assessment. Previously
“Case I: where the person holding the office or employment is resident and ordinarily resident in the
United Kingdom, any emoluments for the chargeable period, subject however to section 192 if the
emoluments are foreign emoluments (within the meaning of that section) and to section 193(1) if in
the chargeable period he performs the duties of the office or employment wholly or partly outside
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the United Kingdom and subject also to section 170; Case II: where that person is not resident or,
if resident, then not ordinarily resident in the United Kingdom, any emoluments for the chargeable
period in respect of duties performed in the United Kingdom, subject however to section 192 if
the emoluments are foreign emoluments (within the meaning of that section) and subject also to
section 170; Case III: where that person is resident in the United Kingdom (whether or not ordinarily
resident there), any emoluments received in the United Kingdom in the chargeable period being
emoluments either for that period or for an earlier period in which he has been resident there and any
emoluments for that period received in the United Kingdom in an earlier period;”.

F72 S.19(1): words in Sch. E Case 1 repealed (with effect in accordance with s. 63(5)-(7) and Sch. 27 Pt.
3(11) Note of the repealing Act) by Finance Act 1998 (c. 36), ss. 63(3)(a), 165, Sch. 27 Pt. 3(11), Note

F73 S. 19(1): words in Sch. E para. 2 substituted (with effect as mentioned in Sch. 7 para. 32 of the
amending Act) by Finance Act 1996 (c. 8), s. 79, Sch. 7 para. 5 (with Sch. 7 paras. 33-35)

F74 1989 s.36(3)where each of the years mentioned in (a)or (b)as the case may be is 1989-900r a
subsequent year of assessment.

Modifications etc. (not altering text)

C65 S. 19: Sch. E extended (for the year 1995-96 and subsequent years of assessment) by Finance Act 1994
(c.9),s. 139(1) (with s. 139(2))
S. 19: Sch. E excluded (with effect in accordance with s. 230(3) of the excluding Act) by Finance Act
1994 (c. 9), s. 219(2)(b)(4) (with s. 220)
S. 19: Sch. E extended (with effect in accordance with Sch. 12 para. 22 of the extending Act) by
Finance Act 2000 (c. 17), s. 60, Sch. 12 para. 2 (with Sch. 12 para. 24)

C66 For exemptions see Index Vol.5.

Marginal Citations
M24 SOURCE-1970s. 181; 1974 5. 21(1); 1977 s. 31(3)(a)
M25 1981 c. 61.

20 Schedule F.
(1) ™The Schedule referred to as Schedule F is as follows:—

SCHEDULE F

(1) Subject to [F"*95(1A)(a)], income tax under this Schedule shall be chargeable
for any year of assessment in respect of all dividends and other distributions
in that year of a company resident in the United Kingdom which are not
specially excluded from income tax, and for the purposes of income tax all
such distributions shall be regarded as income however they fall to be dealt
with in the hands of the recipient.

(2) For the purposes of this Schedule and all other purposes of the Tax Acts
[F7S(other than section 95(1) [7of this Act and section 219(4A) of the Finance
Act 1994])] any such distribution in respect of which a person is entitled to a
tax credit shall be treated as representing income equal to the aggregate of the
amount or value of that distribution and the amount of that credit, and income
tax under this Schedule shall accordingly be charged on that aggregate.

[*%(2) ™"Except as provided for by ["’section 171 of the Finance Act 1993]][**or
section 219 of the Finance Act 1994] no distribution which is chargeable under
Schedule F shall be chargeable under any other provision of the Income Tax Acts.

(3) Part VI contains further provisions relating to company distributions and tax credits.
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Textual Amendments

F75 S.20(1): words in Sch. F para. 1 substituted (with effect in accordance with Sch. 7 para. 8(3) of the
amending Act) by Finance Act 1997 (c. 16), s. 69, Sch. 7 para. 8(2)(a)

F76 S.20(1): words in Sch. F para. 2 inserted (with effect in accordance with s. 24(15) of the amending
Act) by Finance (No. 2) Act 1997 (c. 58), s. 24(10)

F77 S.20(1): words in Sch. F para. 2 inserted (with effect in accordance with s. 22(7) of the amending Act)
by Finance (No. 2) Act 1997 (c. 58), s. 22(5)

F78 1988(F) s.61(1)(a)for 1988-89and subsequent years,; and see s.61(3)for amendment of 1972 s.87(3)for
1986-87and 1987-88.

F79 Words in s. 20(2) substituted (with effect for the year 1992-93 and subsequent years of assessment) by
Finance Act 1993 (c. 34), ss. 183(1), 184(3)

F80 Words in s. 20(2) inserted (with effect in accordance with s. 230(3) of the amending Act) by Finance
Act 1994 (c. 9), s. 219(5) (with s. 220)

Modifications etc. (not altering text)
C67 S.20(1) Sch. F para. 2 modified (with effect in accordance with s. 24(15)) by Finance (No. 2) Act
1997 (c. 58), s. 24(10)
S.20(1) Sch. F para. 2 modified (with effect in accordance with s. 22(7)) by Finance (No. 2) Act 1997
(c. 58),.22(5)
C68 S. 20: Sch. F excluded (3.5.1994 with application in accordance with s. 219(4)) by Finance Act 1994
(c.9),s.219(2)(b) (with ss. 220, 230)

Marginal Citations
M26 SOURCE-1970s. 232(1); 1972 s. 87(2)
M27 SOURCE-1972s. 87(3)

PART 11

[*'PROVISIONS RELATING TO THE SCHEDULE A CHARGE]

Textual Amendments
F81 Pt. 2 heading substituted (with effect as mentioned in s. 38(2)(3) of the amending Act) by Finance Act
1998 (c. 36), s. 38(1), Sch. 5 para. 3 (with Sch. 5 para. 73)

General

[***21 Persons chargeable and basis of assessment.

(1) Income tax under Schedule A shall be charged on and paid by the persons receiving
or entitled to the income in respect of which the tax is directed by the Income Tax
Acts to be charged.

(2) Income tax under Schedule A is charged on the full amount of the profits arising in
the year of assessment.

(3) This section does not apply for the purposes of corporation tax.]
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Textual Amendments
F82 Ss. 21-21B substituted (with effect as mentioned in s. 38(2)(3) of the amending Act) for s. 21 by
Finance Act 1998 (c. 36), s. 38(1), Sch. 5 para. 4 (with Sch. 5 paras. 73, 76)

[***21A Computation of amount chargeable.

(1) Except as otherwise expressly provided, the profits of a Schedule A business are
computed in the same way as the profits of a trade are computed for the purposes of
Case I of Schedule D.

(2) The following provisions apply in accordance with subsection (1)—
section 72 (apportionment);

the provisions of Chapter V of Part IV (computational provisions relating to the
Schedule D charge), except as mentioned in subsection (4) below;

section 577 (business entertainment expenses);

section 577A (expenditure involving crime);

sections 579 and 580 (redundancy payments);

sections 588 and 589 (training courses for employees);

sections 589A and 589B (counselling services for employees);

section 73(2) of the “*Finance Act 1988 (consideration for restrictive
undertakings);

section 43 of the “’Finance Act 1989 (deductions in respect of certain
emoluments);

section 76 of that Act (expenses in connection with non-approved retirement
benefit schemes);

sections 112 and 113 of that Act (expenditure in connection with provision of
security asset or service);

sections 42 and 46(1) and (2) of the Finance Act 1998 (provisions as to
computation of profits and losses).

(3) Section 74(1)(d) of this Act (disallowance of provisions for future repairs) applies
in relation to a Schedule A business as if the reference to premises occupied for
the purposes of the trade were to premises held for the purposes of the Schedule A
business.

(4) The following provisions in Chapter V of Part IV of this Act do not apply, or are
excepted from applying, in accordance with subsection (1)—

section 82 (interest paid to non-residents),

section 87 (treatment of premiums taxed as rent),

section 96 (farming and market gardening: relief for fluctuating profits), and
section 98 (tied premises: receipts and expenses treated as those of trade).]

Textual Amendments
F83 Ss. 21-21B substituted (with effect as mentioned in s. 38(2)(3) of the amending Act) for s. 21 by
Finance Act 1998 (c. 36), s. 38(1), Sch. 5 para. 4 (with Sch. 5 paras. 73, 76)
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Marginal Citations
M28 1988 c. 39.
M29 1989 c. 26.

[**21B Application of other rules applicable to Case I of Schedule D.

The following provisions apply for the purposes of Schedule A in relation to a
Schedule A business as they apply for the purposes of Case I of Schedule D in relation
to a trade—

sections 103 to 106, 108, 109A and 110 (post-cessation receipts and expenses,
etc.);

section 113 (effect for income tax purposes of change in the persons engaged in
carrying on trade);

section 337(1) (effect of company beginning or ceasing to carry on trade);
section 401(1) (pre-trading expenditure);

section 44 of and Schedule 6 to the Finance Act 1998 (change of accounting
basis).]

Textual Amendments
F83 Ss. 21-21B substituted (with effect as mentioned in s. 38(2)(3) of the amending Act) for s. 21 by
Finance Act 1998 (c. 36), s. 38(1), Sch. 5 para. 4 (with Sch. 5 paras. 73, 76)

[**21C The Schedule A charge and mutual business.

(1) The following provisions have effect for the purpose of applying the charge to tax
under Schedule A in relation to mutual business.

(2) The transactions or relationships involved in mutual business are treated as if they
were transactions or relationships between persons between whom no relationship of
mutuality existed.

(3) Any surplus arising from the business is regarded as a profit (and any deficit as a loss)
if it would be so regarded if the business were not mutual.

(4) The person—
(a) to whom the profit arises for corporation tax purposes, or
(b) who is regarded as receiving or entitled to the profit for income tax purposes,

is the person who would satisfy that description if the business were not mutual
business.

(5) Nothing in this section affects the operation of section 488 (co-operative housing
associations).]

Textual Amendments
F84 S.21C inserted (with effect as mentioned in s. 38(2)(3) of the amending Act) by Finance Act 1998
(c. 36), s. 38(1), Sch. 5 para. 5 (with Sch. 5 paras. 73, 76)
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22 Assessments.

Textual Amendments
F85 S. 22 repealed (with effect in accordance with s. 39(4)(5) and Sch. 29 Pt. 8(1) Note of the repealing
Act) by Finance Act 1995 (c. 4), ss. 39(3), 162, Sch. 6 para. 3, Sch. 29 Pt. 8(1), Note

23 Collection from lessees and agents.

Textual Amendments
F86 S. 23 repealed (with effect in accordance with s. 39(4)(5) and Sch. 29 Pt. 8(1) Note of the repealing
Act) by Finance Act 1995 (c. 4), ss. 39(3), 162, Sch. 6 para. 3, Sch. 29 Pt. 8(1), Note

24 Construction of Part I1.

(1) ™In this Part, except where the context otherwise requires—

“lease” includes an agreement for a lease, and any tenancy, but does not
include a mortgage or heritable security, and “lessee”, “lessor” and “letting”
shall be construed accordingly;

“lessee” and “lessor” include respectively the successors in title of a lessee
or a lessor;

“premises” includes any land; and

“premium” includes any like sum, whether payable to the immediate or a
superior landlord or to a person connected (within the meaning of section 839)
with the immediate or a superior landlord.

(2) ™'For the purposes of this Part, any sum (other than rent) paid on or in connection
with the granting of a tenancy shall be presumed to have been paid by way of premium
except in so far as other sufficient consideration for the payment [**'can be] shown
to have been given.

(3) ™*Where paragraph (c) of section 38(1) applies, the premium, or an appropriate part
of the premium, payable for or in connection with either lease mentioned in that
paragraph may be treated as having been required under the other.

(4) References in this section to a sum shall be construed as including the value of any
consideration, and references to a sum paid or payable or to the payment of a sum
shall be construed accordingly.

(5) ™’In the application of this Part to Scotland—

“assignment” means an assignation;

“intermediate landlord” means, where an occupying lessee is a sub-lessee,
any person for the time being holding the interest of landlord under a sub-lease
which comprises the property of which the occupying lessee is sub-lessee, but
does not include the immediate landlord;


http://www.legislation.gov.uk/id/ukpga/1988/1/section/22
http://www.legislation.gov.uk/id/ukpga/1995/4
http://www.legislation.gov.uk/id/ukpga/1995/4/section/39/3
http://www.legislation.gov.uk/id/ukpga/1995/4/section/162
http://www.legislation.gov.uk/id/ukpga/1995/4/schedule/6/paragraph/3
http://www.legislation.gov.uk/id/ukpga/1995/4/schedule/29/part/8/1
http://www.legislation.gov.uk/id/ukpga/1988/1/section/23
http://www.legislation.gov.uk/id/ukpga/1995/4
http://www.legislation.gov.uk/id/ukpga/1995/4/section/39/3
http://www.legislation.gov.uk/id/ukpga/1995/4/section/162
http://www.legislation.gov.uk/id/ukpga/1995/4/schedule/6/paragraph/3
http://www.legislation.gov.uk/id/ukpga/1995/4/schedule/29/part/8/1

Income and Corporation Taxes Act 1988 (c. 1) 43
PART Il — PROVISIONS RELATING TO THE SCHEDULE A CHARGE
Document Generated: 2024-07-23
Status: Point in time view as at 25/02/1999. This version of this Act contains provisions that are not valid for this point in time.
Changes to legislation: Income and Corporation Taxes Act 1988 is up to date with all changes known to be in
force on or before 23 July 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)

“premium” includes in particular a grassum payable to any landlord or
intermediate landlord on the creation of a sub-lease; and

“reversion” means the interest of the landlord in the property subject to the
lease.

(6) ™*In Schedule A and in sections 25 to 31—

a) references to a lease extend only to a lease conferring a right, as against the
y garmg g
person whose interest is subject to the lease, to the possession of the premises;

(b) “rent” includes a payment by the tenant to defray the cost of work of
maintenance of, or repairs to, the demised premises, not being work required

by the lease to be carried out by the tenant; w8

(©) M .

Textual Amendments
F87 Words in s. 24(2) substituted (with effect in accordance with s. 134(2) of the amending Act) by
Finance Act 1996 (c. 8), s. 134(1), Sch. 20 Para. 1
F88 S.24(6)(c)(7) and word preceding s. 24(6)(c) repealed (with effect as mentioned in s. 38(2)(3) of the
repealing Act) by Finance Act 1998 (c. 36), s. 165, Sch. 27 Pt. 3(4), Note

Marginal Citations
M30 SOURCE-1970s. 90(1); 1972 s. 81(3)
M31 SOURCE-1970s. 90(2)
M32 SOURCE-1970 s. 90(2A), (2B); 1972 s. 81(4)
M33 SOURCE-1970s. 90(3)
M34 SOURCE-1970s. 71(2)

Deductions and other allowances

25 Deductions from rent: general rules.

Textual Amendments
F89 S. 25 ceased to have effect except for specified purposes (with effect in accordance with s. 39(4)(5) of
the amending Act) by virtue of Finance Act 1995 (c. 4), s. 39(3), Sch. 6 para. 4(a); and s. 25 repealed
(with effect as mentioned in s. 38(2)(3) of the repealing Act) by Finance Act 1998 (c. 36), ss. 38(1),
165, Sch. 5 para. 6, Sch. 27 Pt. 3(4), Note (with Sch. 5 paras. 65, 68, 73)

26 Deductions from rent: land managed as one estate.

[°(1) ™ Where this section applies to an estate for a chargeable period, the owner shall be
treated—

(a) in relation to a part of the estate which for any portion of that period is not
comprised in a lease under which he is the landlord, as if he were entitled
under a lease of that part ™', . . to rent for that portion, becoming due from
day to day, at a rate per annum equal to the relevant annual value, and


http://www.legislation.gov.uk/id/ukpga/1988/1/section/24/2
http://www.legislation.gov.uk/id/ukpga/1996/8/section/134/2
http://www.legislation.gov.uk/id/ukpga/1996/8
http://www.legislation.gov.uk/id/ukpga/1996/8/section/134/1
http://www.legislation.gov.uk/id/ukpga/1996/8/schedule/20/paragraph/1
http://www.legislation.gov.uk/id/ukpga/1988/1/section/24/6/c/7
http://www.legislation.gov.uk/id/ukpga/1998/36
http://www.legislation.gov.uk/id/ukpga/1998/36/section/165
http://www.legislation.gov.uk/id/ukpga/1998/36/schedule/27/part/3/4
http://www.legislation.gov.uk/id/ukpga/1988/1/section/25
http://www.legislation.gov.uk/id/ukpga/1995/4/section/39/4/5
http://www.legislation.gov.uk/id/ukpga/1995/4
http://www.legislation.gov.uk/id/ukpga/1995/4/section/39/3
http://www.legislation.gov.uk/id/ukpga/1995/4/schedule/6/paragraph/4/a
http://www.legislation.gov.uk/id/ukpga/1998/36
http://www.legislation.gov.uk/id/ukpga/1998/36/section/38/1
http://www.legislation.gov.uk/id/ukpga/1998/36/section/165
http://www.legislation.gov.uk/id/ukpga/1998/36/schedule/5/paragraph/6
http://www.legislation.gov.uk/id/ukpga/1998/36/schedule/27/part/3/4
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(b) in relation to a part of the estate which for any portion of that period is
comprised in a lease under which he is the landlord, [**as if the rent, so far as
it relates to that part and would otherwise be treated as being at a lower rate,
were at a rate per annum equal to the relevant annual value.]

(2) In any case where subsection (1) above applies—
@

(b) paragraph (a) of that subsection shall not apply to premises occupied by the
owner wholly and exclusively for purposes connected with the management
of the estate or for the purposes of a trade, profession or vocation.

["(2A) Where subsection (1) above applies, the following rules apply in computing the profits
on which the owner is charged under Schedule A—

(a) disbursements and expenses relating to any of that part of the estate which
comprises land the rent in respect of which is determined under that
subsection (“the relevant part of the estate") shall not be deductible from any
receipts which are not so determined except to the extent that—

(1) the amount of the disbursements and expenses exceeds the amount of
the rent so determined, and

(i1) the receipts against which the remainder is set are receipts in respect
of land comprised in the estate;

(b) any excess for a chargeable period of the disbursements and expenses relating
to the relevant part of the estate (including any excess carried forward under
this paragraph) over the receipts for that period from which they are deductible
in accordance with paragraph (a) above—

(i) shall be disregarded in computing any loss in respect of which relief
may be given under section 379A or 392A, but

(i1) may be carried forward to the following chargeable period and treated
in relation to the later period as if it were a disbursement or expense
relating to the relevant part of the estate;

(c) disbursements and expenses relating to any land not comprised in the relevant
part of the estate shall be deductible from the deemed receipts in respect of
the land which is so comprised to the extent only that the deemed receipts
exceed the aggregate of—

(i) the actual disbursements and expenses for that period relating to the
relevant part of the estate, and
(i1) any amounts carried forward to that period under paragraph (b) above;
and

(d) any excess of the disbursements and expenses for that period relating to land
not comprised in the relevant part of the estate over the amounts from which
they are deductible shall be treated for the purposes of section 379A or 392A
as a loss for that period in the Schedule A business in question.]

(3) ™5This section shall apply to an estate if, at the end of the year 1962-63, the land
comprised in the estate was managed as one estate and the owner for the time being
of the estate by notice to the inspector so elects; but such an election—

(a) must be made within 12 months after the end of the first chargeable period for
which the person making it became entitled to make it or such further time
as the Board may allow;

(b) except in the case of the first election that can be made under this subsection
or the first election made under section 73(2) of the 1970 Act, shall not have
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effect unless an election under this section has had effect as respects the
immediately preceding ownership;

(c) shall apply in relation to the estate throughout the ownership of the person
making it.

(4) ™"Where in any chargeable period the estate comprises premises not included in it at
the end of the year 1962-63, subsection (1) above (but not subsection (2)) shall apply
in relation to the chargeable period as if the premises were not included in the estate
in that period.

(5) ™*Subsection (4) above shall not have effect in relation to any premises if—

(a) at the end of the year 1962-63 the owner of the remainder of the estate as
then subsisting was entitled under trusts arising under a settlement or on an
intestacy, or in Scotland, under a disposition by way of liferent and fee, to an
interest such that, on the occurrence of some future event or events, he might
become the owner of the premises in question, and

(b) Dbefore the end of that year, the premises and the remainder of the estate, as
then subsisting, were together managed as one estate.

(6) ™In this section—
“estate” means land in one ownership managed as one estate (but without
prejudice to section 27); and
“relevant annual value”, in relation to any part of an estate, means the
annual value of that part ascertained in accordance with section 837.]

Textual Amendments

F90 S. 26 repealed (with effect as mentioned in s. 39 of the repealing Act) by Finance Act 1998 (c. 36), s.
165, Sch. 27 Pt. 3(5), Note

F91 Words in s. 26(1)(a), and the whole of s. 26(2)(a), repealed (with effect as mentioned in s. 38(2)(3) of
the repealing Act) by Finance Act 1998 (c. 36), ss. 38(1), 165, Sch. 5 para. 7(2)(2)(3), Sch. 27 Pt. 3(4),
Note (with Sch. 5 para. 73)

F92 Words in S. 26(1) substituted (with effect as mentioned in s. 38(2)(3) of the amending Act) by Finance
Act 1998 (c. 36), s. 38(1), Sch. 5 para. 7(2)(b) (with Sch. 5 para. 73)

F93 S.26(2A) inserted (with effect as mentioned in s. 38(2)(3) of the amending Act) by Finance Act 1998
(c. 36), s. 38(1), Sch. 5 para. 7(4) (with Sch. 5 para. 73)

Modifications etc. (not altering text)
C69 S. 26 modified (with effect in accordance with s. 39(4)(5) of the modifying Act) by Finance Act 1995
(c. 4),s.39(3), Sch. 6 para. 5

Marginal Citations

M35 SOURCE-1970s. 73(1)
M36 SOURCE-1970s. 73(2)
M37 SOURCE-1970s. 73(3)
M38 SOURCE-1970s. 73(3)
M39 SOURCE-1970s. 73(4)

27 Deductions from rent: maintenance funds for historic buildings.

[**(1) ™*Where a building or land which is qualifying property for the purposes of paragraph
3(1) of Schedule 4 to the ™'Inheritance Tax Act 1984 (maintenance funds for historic
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buildings) forms part of an estate in relation to which an election has effect under
section 26—

(a) the election shall not cease to have effect by reason only of another part of the
estate becoming comprised in, and managed by the trustees of, a settlement
in relation to which the Treasury give a direction under paragraph 1 of that
Schedule, and

(b) while such a direction has effect that other part shall be treated as continuing
to form part of the estate to which the election relates.

(2) In any case where—
(a) aperson becomes the owner of any such building or land as is mentioned in
subsection (1) above, and
(b) that building or land, in the immediately preceding ownership, formed part of
an estate in relation to which an election under section 26 had effect,

any other part of that estate which continues to be or becomes comprised in a
settlement of the kind mentioned in subsection (1) above shall, while such a direction
as is mentioned in that subsection has effect, be treated as part of the estate in relation
to which an election under section 26 may be made by him.

[*3(3) Where by virtue of this section an election has effect in relation to an estate part of

which is comprised in a settlement—
(a) there may be treated as deductible from the receipts arising from that part—

(i) any disbursements or expenses of the trustees of the settlement which
relate to the other part of the estate and which would be so deductible
if that part were also comprised in the settlement, and

(i1) any disbursements or expenses of the owner of the other part of
the estate to the extent to which they cannot be deducted by him
in the chargeable period in which they are incurred because of an
insufficiency of any receipts for that period from which they are
deductible apart from this sub-paragraph;

(b) anyreliefavailable to the trustees by virtue of section 379A(2)(b) shall instead
be available to the owner of the other part of the estate.

This subsection has effect subject to subsection (2A) of section 26.]

(4) Where by virtue of this section an election has effect in relation to an estate part of
which is comprised in a settlement, the election shall not cease to have effect in relation
to any of that part by reason of its ceasing to be comprised in that settlement if either—

(a) it becomes comprised in another settlement in circumstances such that by
virtue of paragraph 9(1) of Schedule 4 to the ™*Inheritance Tax Act 1984
there is (or would but for paragraph 9(4) be) no charge to inheritance tax in
respect of the property so ceasing; or

(b) both immediately before and immediately after its so ceasing it is property in
respect of which a direction has effect under paragraph 1 of that Schedule.

(5) The inclusion by virtue of this section in an estate of property comprised in a settlement
shall not be construed as requiring it to be treated as the property of the person who
owns the remainder of the estate or as affecting any question as to the person entitled
to the income arising from that property.]
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Textual Amendments
F94 S. 27 repealed (with effect as mentioned in s. 39 of the repealing Act) by Finance Act 1998 (c. 36), s.
165, Sch. 27 Pt. 3(5), Note
F95 S. 27(3) substituted (with effect as mentioned in s. 38(2)(3) of the amending Act) by Finance Act 1998
(c. 36), ss. 38(1), Sch. 5 para. 8 (with Sch. 5 para. 73)

Marginal Citations
M40 SOURCE-1980s. 53; 1982 Sch. 10 para. 3; ITA Sch. 8 para 18
M41 1984 c.51.
M42 1984 c. 51.

28 Deductions from receipts other than rent.

Textual Amendments
F96 S. 28 ceased to have effect except for specified purposes (with effect in accordance with s. 39(4)(5) of
the amending Act) by virtue of Finance Act 1995 (c. 4), s. 39(3), Sch. 6 para. 4(a); and s. 28 repealed
(with effect as mentioned in s. 38(2)(3) of the repealing Act) by Finance Act 1998 (c. 36), ss. 38(1),
165, Sch. 5 para. 9, Sch. 27 Pt. 3(4), Note (with Sch. 5 paras. 65, 73)

29 Sporting rights.

Textual Amendments
F97 S. 29 ceased to have effect except for specified purposes (with effect in accordance with s. 39(4)(5) of
the amending Act) by virtue of Finance Act 1995 (c. 4), s. 39(3), Sch. 6 para. 4(b); and s. 29 repealed
(with effect as mentioned in s. 38(2)(3) of the repealing Act) by Finance Act 1998 (c. 36), ss. 38(1),
165, Sch. 5 para. 10, Sch. 27 Pt. 3(4), Note (with Sch. 5 paras. 65, 73)

30 Expenditure on making sea walls.

(1) ™*Where in any year of assessment the owner or tenant of any premises incurs any
expenditure in the making of any sea wall or other embankment necessary for the
preservation or protection of the premises against the encroachment or overflowing of
the sea or any tidal river, he shall be treated [***for the purpose of computing the profits
of any Schedule A business carried on in relation to those premises] as making in that
year of assessment and in each of the succeeding 20 years of assessment a payment
in relation to the premises preserved or protected by the embankment of an amount
equal to a twenty-first part of the expenditure and incurred in respect of dilapidation
attributable to the year.

(2) Where the whole of that person’s interest in the premises or any part thereof is
transferred (whether by operation of law or otherwise) to some other person—
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(a) the amount of the payment which he would be so treated as making for the
year of assessment in which the transfer takes place shall be treated as being
made partly by the transferor and partly by the transferee, as may be just; and

(b) the transferee shall, to the exclusion of the transferor, be treated in any
subsequent year—
(i) where the interest transferred is in the whole of the premises, as
having made the whole of the payment for that year, and

(i1) where the interest transferred is in part only of the premises, as having
made so much of the payment as is properly referable to that part of
the premises.

(3) For the purposes of subsection (2) above, where an interest in any premises is a lease
and that lease comes to an end, that interest shall be deemed to have been transferred—
(a) if an incoming lessee makes any payment to the outgoing lessee in respect of

the embankment in question, to the incoming lessee, and

(b) in any other case, to the owner of the interest in immediate reversion on the
lease and, in relation to Scotland, the expression “the owner of the interest
in immediate reversion on the lease” shall be construed as a reference to the
landlord.

(4) In relation to a company, section 9(1) shall not have effect so as to require references in
this section to a year of assessment to be read as references to an accounting period, but
any deduction authorised by this section shall be apportioned between the accounting
periods (if more than one) comprising the year of assessment, other than any such
period ended before the expenditure is incurred, or transfer takes place, by virtue of
which the company is entitled to the deduction.

(5) This section shall not apply in relation to any expenditure in respect of which a capital
allowance has been made.

Textual Amendments
F98 Words in s. 30(1) substituted (with effect in accordance with s. 38(2)(3) of the amending Act) by
Finance Act 1998 (c. 36), s. 38(1), Sch. 5 para. 11 (with Sch. 5 para. 73)

Modifications etc. (not altering text)
C70 S.30(1) modified (with effect in accordance with s. 39(4)(5) of the modifying Act) by Finance Act
1995 (c. 4), s. 39(3), Sch. 6 para. 7
C71 See 1979(C) s.34(4)(b)—restriction, by reference to capital allowances, of capital losses for purpose
of capital gains.

Marginal Citations

M43 SOURCE-1970s. 76

31 Provisions supplementary to sections 25 to 30.
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Textual Amendments
F99 S. 31 ceased to have effect except for specified purposes (with effect in accordance with s. 39(4)(5) of
the amending Act) by virtue of Finance Act 1995 (c. 4), s. 39(3), Sch. 6 para. 4(c); and s. 31 repealed
(with effect as mentioned in s. 38(2)(3) of the repealing Act) by Finance Act 1998 (c. 36), ss. 38(1),
165, Sch. 5 para. 12, Sch. 27 Pt. 3(4), Note (with Sch. 5 paras. 65, 68, 73)

VALID FROM 19/07/2007

[F'*31ZDeduction for expenditure on energy-saving items

(1) This section applies if—
(a) acompany carries on a Schedule A business in relation to land which consists
of or includes a dwelling-house,

(b) the company incurs expenditure in acquiring and installing an energy-saving
item in the dwelling-house or in a building containing the dwelling-house
(see subsections (5) to (7)),

(c) the expenditure is incurred before 1st April 2015,

(d) a deduction for the expenditure is not prohibited by the wholly and
exclusively rule but would otherwise be prohibited by the capital prohibition
rule (see subsection (8)), and

(¢) no allowance under the Capital Allowances Act may be claimed in respect
of the expenditure.

(2) In calculating the profits of the Schedule A business, a deduction for the expenditure
is allowed.

(3) But any deduction is subject to—
(a) section 31ZB (restrictions on the relief), and
(b) any provision made by regulations under section 31ZC.

(4) If, on a just and reasonable apportionment of any expenditure, part of the expenditure
would qualify for the relief (but the remainder would not), a deduction is allowed
for that part.

(5) “Energy-saving item” means an item of an energy-saving nature of such description
as is for the time being specified in regulations made by the Treasury.

(6) The Treasury may by regulations provide for an item to be an energy-saving item
only if it satisfies such conditions as may be—

(a) specified in, or
(b) determined in accordance with,
the regulations.

(7) The conditions may include conditions imposed by reference to information or
documents issued by any body, person or organisation.

(8) In this section—

“the capital prohibition rule” means the rule in section 74(1)(f) or (g)
(capital expenditure), as applied by section 21A, and
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“the wholly and exclusively rule” means the rule in section 74(1)(a) or
(e) (expenses not wholly and exclusively for trade and unconnected losses),
as applied by section 21A.]

Textual Amendments
F100 Ss. 31ZA-31ZC inserted (with effect in accordance with s. 17(2) of the amending Act) by Finance Act
2007 (c. 11), s. 17(1); S.I. 2008/1521, art. 2

VALID FROM 19/07/2007

[F'"31ZRestrictions on relief

(1) This section restricts deductions that would otherwise be allowable under
section 31ZA.

(2) No deduction is allowed if, when the energy-saving item is installed, the
dwelling-house—

(a) 1isin the course of construction, or

(b) is comprised in land in which the company does not have an interest or is in
the course of acquiring an interest or further interest.

(3) No deduction is allowed in respect of expenditure in an accounting period if—
(a) the Schedule A business consists of or includes the commercial letting of
furnished holiday accommodation for the purposes of section 503, and

(b) the dwelling-house constitutes some or all of that accommodation for the
accounting period.

(4) No deduction is allowed in respect of expenditure treated by section 401 (as applied
by section 21B) as incurred on the date on which the company starts to carry on the
Schedule A business unless the expenditure was incurred not more than 6 months
before that date.

(5) No deduction is allowed in respect of expenditure incurred in acquiring and installing
the energy-saving item in a building containing the dwelling-house in so far as the
expenditure is not for the benefit of the dwelling-house.|

Textual Amendments
F100 Ss. 31ZA-31ZC inserted (with effect in accordance with s. 17(2) of the amending Act) by Finance Act
2007 (c. 11),s. 17(1); S.1. 2008/1521, art. 2

VALID FROM 19/07/2007

[F'"31Z@Regulations

(1) In relation to any deduction under section 31ZA, the Treasury may make regulations
for—
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(a) restricting or reducing the amount of expenditure for which the deduction
is allowable,

(b) excluding entitlement to the deduction in such cases as may be specified in,
or determined in accordance with, the regulations,

(¢) determining who is (and is not) entitled to the deduction if different persons
have different interests in land that consists of or includes the whole or part
of a building containing one or more dwelling-houses,

(d) making apportionments if the Schedule A business is carried on by persons
in partnership or an interest in land is beneficially owned by persons jointly
or in common.

(2) The apportionments that may be made include apportionments to persons within the
charge to income tax.

(3) Regulations under this section may—
(a) make different provision for different cases, and

(b) contain incidental, supplemental, consequential and transitional provision
and savings (including provision as to appeals in relation to apportionments
mentioned in subsection (1)(d)).]

Textual Amendments
F100 Ss.31ZA-31ZC inserted (with effect in accordance with s. 17(2) of the amending Act) by Finance Act
2007 (c. 11),s. 17(1); S.1. 2008/1521, art. 2

VALID FROM 22/07/2004

["'31A Deductions for expenditure by landlords on energy-saving items

(1) This section applies to a Schedule A business if the land mentioned in paragraph 1(1)
of Schedule A consists of or includes a dwelling-house.

(2) In computing for the purposes of income tax the profits of a Schedule A business to
which this section applies, a deduction shall be allowed in respect of any expenditure
to which subsection (3) applies.

That is subject to any provision of regulations under subsection (13).

(3) This subsection applies to expenditure as respects which the numbered conditions
set out in the following provisions of this section (“the qualifying conditions”) are
satisfied.

(4) Condition 1 is that the expenditure is incurred in the provision of a qualifying energy-
saving item in the dwelling-house.

(5) Condition 2 is that the expenditure is incurred on or after 6th April 2004 but before
6th April 20009.

(6) Condition 3 is that the expenditure is incurred wholly and exclusively for the
purposes of the Schedule A business.

(7) Condition 4 is that the expenditure is capital expenditure.
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(8) Condition 5 is that, apart from this section, the expenditure is not deductible in
computing the profits of the Schedule A business.

(9) Condition 6 is that no allowance under the Capital Allowances Act may be claimed
in respect of the expenditure.

(10) Condition 7 is that the expenditure is not incurred in respect of the provision of an
item in a dwelling-house which, at the time when the item is installed,—
(a) 1isin the course of construction, or
(b) is comprised in land in which the person claiming the deduction under this
section does not have an interest or is in the course of acquiring an interest
or further interest.

(11) Condition 8 is that for the purposes of section 503 (letting of furnished holiday
accommodation to be treated as a trade for certain purposes) either—
(a) the Schedule A business does not consist to any extent in the commercial
letting of furnished holiday accommodation, or
(b) ifitdoes so consist to any extent, the dwelling-house does not constitute any
or all of the furnished holiday accommodation in question.

(12) Condition 9 is that the income of the person claiming the deduction is not computed
in accordance with paragraph 9 or 11 of Schedule 10 to the Finance (No. 2) Act 1992
(furnished accommodation) in respect of any qualifying residence which consists of
or includes the dwelling-house.

(13) The Treasury may by regulations make provision for any of the following purposes—

(a) restricting or reducing the amount of expenditure in respect of which
deductions may be claimed under this section;

(b) excluding entitlement to a deduction under this section in such cases as may
be specified in, or determined in accordance with, the regulations;

(c) determining which of two or more persons is (and which is not) entitled to a
deduction under this section in cases where different persons have different
interests in land consisting of or including the whole or part of a building
containing one or more dwelling-houses;

(d) making apportionments (including apportioning amounts to companies
which are not entitled to a deduction under this section) in cases where—

(i) a Schedule A business is carried on by two or more persons in
partnership, or

(ii) an interest in land is beneficially owned by two or more persons
jointly or in common.

(14) Section 31B supplements this section.]

Textual Amendments
F101 Ss.31A, 31B inserted (with effect in accordance with s. 143(2) of the amending Act) by Finance Act
2004 (c. 12), s. 143(1)
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VALID FROM 22/07/2004

[F"'31B Provisions supplementary to section 31A

(1) This section has effect for the purpose of supplementing section 31A and shall be
construed as one with that section.

(2) Section 31A does not have effect for the purposes of corporation tax.
(3) No deduction may be made under section 31A unless a claim is made.

(4) Where, on a just and reasonable apportionment of any expenditure, the qualifying
conditions—

(a) would be satisfied as respects some part or parts of the expenditure, but
(b) would not be satisfied as respects the remainder of the expenditure,

a deduction under section 31A shall be allowed in respect of the part or parts
mentioned in paragraph (a) but not in respect of the remainder.

Any such deduction is subject to, and must be in accordance with, the other
provisions of this section and regulations under section 31A(13).

(5) Expenditure incurred by a person—
(a) for the purposes of a Schedule A business, but
(b) Dbefore the time when he begins to carry on that business,
is not deductible under section 31A by virtue of section 401 (relief for pre-trading

expenditure) unless the expenditure is incurred not more than 6 months before that
time (and on or after 6th April 2004).

The reference to section 401 is a reference to that section as it applies for the purposes
of Schedule A in relation to a Schedule A business by virtue of section 21B.

(6) “Qualifying energy-saving items”are items of any of the following descriptions—
(a) cavity wall insulation;
(b) loft insulation.

(7) The Treasury may by regulations amend subsection (6)—
(a) by adding further descriptions of items; or
(b) by removing or varying descriptions of items.

(8) The Treasury may by regulations provide that an item is to be regarded as an item
of any particular description in subsection (6) only if it satisfies such conditions as
may be specified in, or determined in accordance with, the regulations.

(9) The conditions that may be imposed by regulations under subsection (8) include
conditions imposed by reference to information or documents issued by any body,
person or organisation.

(10) The provision that may be made by regulations under this section or section 31A
which are made on or before 31st December 2004 includes provision—

(a) having effect before the date on which the regulations are made, or
(b) having effect in relation to expenditure incurred before that date.
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(11) Any reference to the provision of a qualifying energy-saving item is a reference to
the acquisition of such an item and its installation in the dwelling-house.]

Textual Amendments
F101 Ss. 31A, 31B inserted (with effect in accordance with s. 143(2) of the amending Act) by Finance Act
2004 (c. 12), s. 143(1)

32 Capital allowances for machinery and plant used in estate management.

Textual Amendments
F102 S. 32 repealed (with effect as mentioned in Sch. 15 para. 9(1) of the repealing Act) by Finance Act
1997 (c. 16), ss. 85, 113, Sch. 15 para. 1, Sch. 18 Pt. 06(11), Note

33 Agricultural land: allowance for excess expenditure on maintenance.

Textual Amendments
F103 S. 33 ceased to have effect except for specified purposes (with effect in accordance with s. 39(4)(5) of
the amending Act) by virtue of Finance Act 1995 (c. 4), s. 39(3), Sch. 6 para. 4(d); and s. 33 repealed
(with effect as mentioned in s. 38(2)(3) of the repealing Act) by Finance Act 1998 (c. 36), ss. 38(1),
165, Sch. 5 para. 13, Sch. 27 Pt. 3(4), Note (with Sch. 5 paras. 65, 73)

[F"" Connected persons

Textual Amendments
F104 Ss. 33A, 33B inserted (16.7.1992 with effect in relation to rents or receipts accruing on or after
10.3.1992) by Finance (No. 2) Act 1992 (c. 48), s. 57(1)(2).

F19533A Rents or receipts payable by a connected person.

Textual Amendments
F105 S. 33A inserted (16.7.1992 with effect in relation to rents or receipts accruing on or after 10.3.1992) by
Finance (No. 2) Act 1992 (c. 48), s. 57(1)(2).
F106 S. 33A ceased to have effect except for specified purposes (with effect in accordance with s. 39(4)
(5) of the amending Act) by virtue of Finance Act 1995 (c. 4), s. 39(3), Sch. 6 para. 4(e); and s. 33A
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repealed (with effect as mentioned in s. 38(2)(3) of the repealing Act) by Finance Act 1998 (c. 36), ss.
38(1), 165, Sch. 5 para. 14, Sch. 27 Pt. 3(4), Note (with Sch. 5 paras. 65, 73)

F19733B Rents or receipts relating to land in respect of which a connected person makes
payments to a third party.

Textual Amendments
F107 S. 33B inserted (16.7.1992 with effect in relation to rents or receipts accruing on or after 10.3.1992) by
Finance (No. 2) Act 1992 (c. 48), s. 57(1)(2).
F108 S. 33B ceased to have effect except for specified purposes (with effect in accordance with s. 39(4)
(5) of the amending Act) by virtue of Finance Act 1995 (c. 4), s. 39(3), Sch. 6 para. 4(e); and s. 33B
repealed (with effect as mentioned in s. 38(2)(3) of the repealing Act) by Finance Act 1998 (c. 36), ss.
38(1), 165, Sch. 5 para. 14, Sch. 27 Pt. 3(4), Note (with Sch. 5 paras. 65, 73)

Premiums, leases at undervalue etc

34 [""”Treatment of premiums, etc. as rent.]

(1) ™*Where the payment of any premium is required under a lease, or otherwise under
the terms subject to which a lease is granted, and the duration of the lease does not
exceed 50 years, the landlord shall be treated for the purposes of the Tax Acts as
[F"’receiving when the lease is granted] an amount by way of rent (in addition to any
actual rent) equal to—

(PyY)
50

where P is the premium and Y is the number of complete periods of 12 months (other
than the first) comprised in the duration of the lease.

(2) Where the terms subject to which a lease is granted impose on the tenant an obligation
to carry out any work on the premises, the lease shall be deemed for the purposes of
this section to have required the payment of a premium to the landlord (in addition
to any other premium) of an amount equal to the amount by which the value of the
landlord’s estate or interest immediately after the commencement of the lease exceeds
what its then value would have been if those terms did not impose that obligation on
the tenant.

(3) ™ Subsection (2) above shall not apply in so far as the obligation requires the carrying
out of work the payment for which would, if the landlord and not the tenant were
obliged to carry it out, be deductible ["'as an expense of any Schedule A business
carried on by the landlord].

(4) ™Where, under the terms subject to which a lease is granted, a sum becomes payable
by the tenant in lieu of the whole or a part of the rent for any period, or as consideration
for the surrender of the lease, the lease shall be deemed for the purposes of this section
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to have required the payment of a premium to the landlord (in addition to any other
premium) of the amount of that sum; but—

(@) [*""in computing the profits of the Schedule A business of which the sum
payable in lieu of rent is by virtue of this subsection to be treated as a receipt],
the duration of the lease shall be treated as not including any period other than
that in relation to which the sum is payable; and

(b) notwithstanding anything in subsection (1) above, rent treated as arising by
virtue of this subsection shall be [F"*deemed to be received] when the sum in
question becomes payable by the tenant.

(5) Where, as consideration for the variation or waiver of any of the terms of a lease, a
sum becomes payable by the tenant otherwise than by way of rent, the lease shall be
deemed for the purposes of this section to have required the payment of a premium to
the landlord (in addition to any other premium) of the amount of that sum; but—

(a) in computing ["the profits of the Schedule A business of which that sum
is by virtue of this subsection to be treated as a receipt], the duration of the
lease shall be treated as not including any period which precedes the time at
which the variation or waiver takes effect, or falls after the time at which it
ceases to have effect; and

(b) notwithstanding anything in subsection (1) above, rent treated as arising by
virtue of this subsection shall be [*""*deemed to be received] when the contract
providing for the variation or waiver is entered into.

(6) ™"Where a payment falling within subsection (1), (4) or (5) above is due to a person
other than the landlord, [*"'*no amount shall fall under that subsection to be treated as
a receipt of any Schedule A business carried on by the landlord; but that other person
shall be taken to have received as income an amount equal to the amount which would
otherwise fall to be treated as rent and to be chargeable to tax as if he had received it
in consequence of having, on his own account, entered into a transaction falling to be
treated as mentioned in paragraph 1(2) of Schedule A.].

(7) Subsection (6) above shall not apply in relation to any payment falling within
subsection (5) above unless it is due to a person who is, within the meaning of
section 839, connected with the landlord.

["""(7A) An amount treated under this section as rent shall be taken into account in computing
the profits of the Schedule A business in question for the chargeable period in which
it is treated as received.]

(8) M*Where an amount by reference to which a person is chargeable to tax by virtue of
this section is payable by instalments (“the tax instalments”), the tax chargeable by
reference to that amount ["*may, at his option, be paid] by such instalments as the
Board may allow over a period not exceeding eight years and ending not later than the
time at which the last of the tax instalments is payable.

Textual Amendments
F109 S. 34 sidenote substituted (with effect as mentioned in s. 38(2)(3) of the amending Act) by Finance Act
1998 (c. 36), s. 38(1), Sch. 5 para. 15(2), (with Sch. 5 para. 73)
F110 Words in s. 34(1) substituted (with effect as mentioned in s. 40(5) of the amending Act) by Finance
Act 1998 (c. 36), s. 40(2)
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F111

F112

F113

F114

F115

F116

F117

F118

F119

Words in s. 34(3) substituted (with effect as mentioned in s. 38(2)(3) of the amending Act) by Finance
Act 1998 (c. 36), s. 38(1), Sch. 5 para. 15(3), (with Sch. 5 para. 73)

Words in s. 34(4)(a) substituted (with effect as mentioned in s. 40(5) of the amending Act) by Finance
Act 1998 (c. 36), s. 40(3)(a)

Words in s. 34(4)(b) substituted (with effect as mentioned in s. 40(5) of the amending Act) by Finance
Act 1998 (c. 36), s. 40(3)(b)

Words in s. 34(5)(a) substituted (with effect as mentioned in s. 40(5) of the amending Act) by Finance
Act 1998 (c. 36), s. 40(4)(a)

Words in s. 34(5)(b) substituted (with effect as mentioned in s. 40(5) of the amending Act) by Finance
Act 1998 (c. 36), s. 40(4)(b)

Words in s. 34(6) substituted (with effect as mentioned in s. 38(2)(3) of the amending Act) by Finance
Act 1998 (c. 36), s. 38(1), Sch. 5 para. 15(4), (with Sch. 5 para. 73)

S. 34(7A) inserted (with effect as mentioned in s. 38(2)(3) of the amending Act) by Finance Act 1998

(c. 36), s. 38(1), Sch. 5 para. 15(5), (with Sch. 5 para. 73)

Words in s. 34(8) substituted (with effect as mentioned in s. 38(2)(3) of the amending Act) by Finance
Act 1998 (c. 36), s. 38(1), Sch. 5 para. 15(6), (with Sch. 5 para. 73)

S. 34(9) repealed (with effect in accordance with s. 39(4)(5) of the repealing Act) by Finance Act 1995
(c.4),s. 162, Sch. 29 Pt. 08(01), Note

Modifications etc. (not altering text)

C72

C73

C74

S. 34 modified (with effect in accordance with s. 39(4)(5) of the modifying Act) by Finance Act 1995
(c.4),s.39(3), Sch. 6 para. 9
See 1976(D) s.34and Sch.6 para.4. 1976(D)repealed by 1985 s5.93, 98(6)and Sch.27 Part. Xwith effect

from 19March 1985.

See 1979(C) s.106and Sch.3 paras.Sand 7—exclusion of amounts taxed under this section in
computing capital gains.

Marginal Citations

35

M44
M45
M46
M47
M48

SOURCE-1970 s. 80(1), (2)

SOURCE-1970 s. 80(2); 1987 Sch. 15 para. 13
SOURCE-1970 s. 80(3), (4)

SOURCE-1970 s. 80(5)

SOURCE-1970 s. 80(6), (7); 1972 s. 81(1)

[**’Charge] on assignment of lease granted at an undervalue.

(1) ™ This section applies to any lease of a duration not exceeding 50 years where the

terms subject to which it was granted are such that the grantor, having regard to values
prevailing at the time it was granted and on the assumption that the negotiations for the
lease were at arm’s length, could have required the payment of an additional sum by
way of premium, or additional premium, for the grant of the lease; and in this section
any such additional sum is referred to as the “amount foregone”.

(2) On any assignment of a lease to which this section applies for a consideration—

(a) where the lease has not previously been assigned, exceeding the premium, if
any, for which it was granted, or

(b) where the lease has been previously assigned, exceeding the consideration for
which it was last assigned,

the amount of the excess, in so far as it is not greater than the amount foregone reduced
by the amount of any such excess arising on a previous assignment of the lease, shall in
the same proportion as the amount foregone would, under section 34(1), have fallen to
be treated as rent if it had been a premium under the lease, be [F"*'deemed to have been
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received as income by the assignor and to have been received by him in consequence
of his having entered into a transaction falling to be treated as mentioned in paragraph
1(2) of Schedule A.]

[F**(2A) An amount deemed under this section to have been received as income by the

assignor—
(a) is treated as received when the consideration mentioned in subsection (2)
becomes payable, and

(b) shall be taken into account in computing the profits of the Schedule A business
in question for the chargeable period in which it is treated as received.]

(3) MIf there is submitted to the inspector, by the grantor or any assignor or assignee of
the lease, a statement showing whether or not a charge to tax arises or may arise under
this section and, if so, the amount on which the charge arises or may arise, then, if the
inspector is satisfied as to the accuracy of the statement, he shall certify the accuracy
thereof.

Textual Amendments
F120 S. 35: word in sidenote substituted (with effect as mentioned in s. 38(2)(3) of the amending Act) by
Finance Act 1998 (c. 36), s. 38(1), Sch. 5 para. 16(2) (with Sch. 5 para. 73)
F121 Words in s. 35(2) substituted (with effect as mentioned in s. 38(2)(3) of the amending Act) by Finance
Act 1998 (c. 36), s. 38(1), Sch. 5 para. 16(3), (with Sch. 5 para. 73)
F122 S.35(2A) inserted (with effect as mentioned in s. 38(2)(3) of the amending Act) by Finance Act 1998
(c. 36), s. 38(1), Sch. 5 para. 16(4), (with Sch. 5 para. 73)

Modifications etc. (not altering text)
C75 See 1979(C) s.106and Sch.3 para.6(2)—1979(C) s.31 (exclusion from capital gains computation of
sums charged to income tax or corporation tax)not to apply to amounts on which tax paid under s.35.
C76 S.35 excluded (19.9.1994) by Coal Industry Act 1994 (c. 21), ss. 21, 68(4), Sch. 4 para. 15(1) (with s.
40(7)); S.I. 1994/2189, art. 2, Sch.
S. 35 excluded (8.11.1995) by Atomic Energy Authority Act 1995 (c. 37), s. 8, Sch. 3 para. 9(1)
S. 35 excluded (24.7.1996) by Broadcasting Act 1996 (c. 55), ss. 135, 149(1)(f), Sch. 7 para. 21(1)
C77 S.35(2) modified (with effect in accordance with s. 39(4)(5) of the modifying Act) by Finance Act
1995 (c. 4), s. 39(3), Sch. 6 para. 10

Marginal Citations
M49 SOURCE-1970s. 81(1)
M50 SOURCE-1970s. 81(2)

36 [F"*Charge] on sale of land with right to reconveyance.

(1) ™'Where the terms subject to which an estate or interest in land is sold provide that
it shall be, or may be required to be, reconveyed at a future date to the vendor or a
person connected with him, [*'**the following amount shall be deemed to have been
received as income by the vendor and to have been received by him in consequence
of his having entered into a transaction falling to be treated as mentioned in paragraph
1(2) of Schedule A, that is to say| any amount by which the price at which the estate or
interest is sold exceeds the price at which it is to be reconveyed or, if the earliest date at
which in accordance with those terms it would fall to be reconveyed is a date two years
or more after the sale, [*"**the amount of the excess] reduced by one-fiftieth thereof for
each complete year (other than the first) in the period between the sale and that date.
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(2) Where, under the terms of the sale, the date of the reconveyance is not fixed, then—

(a) ifthe price on reconveyance varies with the date, the price shall be taken, for
the purposes of this section, to be the lowest possible under the terms of the
sale, and

(b) there shall be repaid to the vendor, on a claim made before the expiry of six
years after the reconveyance takes place, any amount by which tax assessed
on him by virtue of this section exceeded the amount which would have been
so assessed if that date had been treated for the purposes of this section as the
date fixed by the terms of the sale.

(3) ™*Where the terms of the sale provide for the grant of a lease directly or indirectly out
of the estate or interest to the vendor or a person connected with him, this section shall,
subject to subsection (4) below, apply as if the grant of the lease were a reconveyance
of the estate or interest at a price equal to the sum of the amount of the premium (if any)
for the lease and the value at the date of the sale of the right to receive a conveyance
of the reversion immediately after the lease begins to run.

(4) Subsection (3) above shall not apply in any case where the lease is granted and begins
to run within one month after the sale.

[F*(4A) An amount deemed under this section to have been received as income by the vendor—

(a) 1istreated as received when the estate or interest is sold, and

(b) shall be taken into account in computing the profits of the Schedule A business
in question for the chargeable period in which it is treated as received.

(4B) For the purposes of subsection (4A)(a) an estate or interest in land is treated as sold
when any of the following occurs—

(a) anunconditional contract for its sale is entered into,
(b) aconditional contract for its sale becomes unconditional, or

(c) an option or right of pre-emption is exercised requiring the vendor to enter
into an unconditional contract for its sale.]

(5) YIn this section references to a person connected with another shall be construed in
accordance with section 839.

Textual Amendments

F123 S. 36: word in sidenote substituted (with effect as mentioned in s. 38(2)(3) of the amending Act) by
Finance Act 1998 (c. 36), s. 38(1), Sch. 5 para. 17(2) (with Sch. 5 para. 73)

F124 Words in s. 36(1) substituted (with effect as mentioned in s. 38(2)(3) of the amending Act) by Finance
Act 1998 (c. 36), s. 38(1), Sch. 5 para. 17(3)(a) (with Sch. 5 para. 73)

F125 Words in s. 36(1) substituted (with effect as mentioned in s. 38(2)(3) of the amending Act) by Finance
Act 1998 (c. 36), s. 38(1), Sch. 5 para. 17(3)(b) (with Sch. 5 para. 73)

F126 S.36(4A)(4B) inserted (with effect as mentioned in s. 38(2)(3) of the amending Act) by Finance Act
1998 (c. 36), s. 38(1), Sch. 5 para. 17(4) (with Sch. 5 para. 73)

Modifications etc. (not altering text)
C78 S. 36 excluded (retrospective to 11.1.1994) by Finance Act 1994 (c. 9), ss. 252(1)(3), Sch. 24 para. 24
C79 See 1976(D) Sch.6 para.4. 1976(D)repealed by 1985 ss.93, 98(6)and Sch.27 Part Xwith effect from
19March 1985.
C80 S. 36(1) modified (with effect in accordance with s. 39(4)(5) of the modifying Act) by Finance Act
1995 (c. 4), s. 39(3), Sch. 6 para. 11
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C81 See 1979(C) s.106and Sch.3 para.6(3)—effect of claim under s.36(2)(b)on computation of capital

gains.

C82 See 1979(C) s.106and Sch.3 para.5(3)—deduction of amounts chargeable under s.36in computing

capital gains.

Marginal Citations

37

M51 SOURCE-1970 s. 82(1), (2)
M52 SOURCE-1970 S. 82(3)
M53 SOURCE-1970 s. 82(1), (3)

Premiums paid etc: deductions from premiums and rent received.

(1) ™*This section applies in any case where in respect of a lease of any premises—

[""¥(a) any amount falls to be treated as a receipt of a Schedule A business by virtue
of section 34 or 35, or

(b) any amount would fall to be so treated but for the operation of subsection (2)
or (3) below,]

and ["'**that amount] is in this section referred to as “the amount chargeable on the
superior interest” and any such lease is referred to as “the head lease”.

(2) Where—
(a) alease is granted out of, or there is a disposition of, the head lease, and

(b) in respect of that grant or disposition a person would, apart from this
subsection, ["'*be treated by virtue of section 34 or 35 as receiving any
amount as income in the course of carrying on a Schedule A business](“the
later chargeable amount”),

then the amount [""**which he shall be treated as having so received] shall, subject to
subsection (3) below, be the excess (if any) of the later chargeable amount over the
appropriate fraction of the amount chargeable on the superior interest.

(3) Where a person would, apart from subsection (2) above, be [**'treated by virtue of

section 34 or 35 as having received any amount as income in the course of carrying
on a Schedule A business and falls to be so treated] in respect of a lease or disposition
which extends to a part only of the premises subject to the head lease, the amount
[F**which he shall be treated as having so received] shall be the excess (if any) of the
later chargeable amount over the appropriate fraction of the amount chargeable on the
superior interest as, on a just apportionment, is attributable to that part of the premises.

(4) ™Subject to subsection (5) below, the person for the time being entitled to the head
lease shall be treated for the [**purpose, in computing the profits of a Schedule A
business, of making deductions in respect of the disbursements and expenses of that
business] as paying rent for those premises (in addition to any actual rent), becoming
due from day to day, during any part of the period in respect of which the amount
chargeable on the superior interest arose for which he was entitled to the head lease,
and, in all, bearing to that amount the same proportion as that part of the period bears
to the whole.

(5) ™*Where subsection (2) above applies, subsection (4) above shall apply for the period
in respect of which the later chargeable amount arose only if the appropriate fraction
of the amount chargeable on the superior interest exceeds the later chargeable amount,
and shall then apply as if the amount chargeable on the superior interest were reduced
in the proportion which that excess bears to that appropriate fraction.
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(6) Where subsection (3) above applies, subsections (4) and (5) above shall be applied
separately to the part of the premises referred to in subsection (3) above and to the
remainder of the premises, but as if for any reference to the amount chargeable on
the superior interest there were substituted a reference to that amount proportionately
adjusted.

(7) ™For the purposes of this section—

(a) the appropriate fraction of the amount chargeable on the superior interest is
the fraction—

A
B

where—
A is the period in respect of which the later chargeable amount arose; and

B is the period in respect of which the amount chargeable on the superior
interest arose; and

(b) the period in respect of which an amount arose—
(i) where it arose under section 34, shall be the period treated in
computing the amount as being the duration of the lease;
(i1) where it arose under section 35, shall be the period treated in
computing the amount as being the duration of the lease remaining at
the date of the assignment.

(8) ™*Where the amount chargeable on the superior interest arose under section 34(2) by
reason of an obligation which included the carrying out of work in respect of which
any capital allowance has fallen or will fall to be made, subsections (1) to (6) above
shall apply as if the obligation had not included the carrying out of that work and that
amount had been calculated accordingly.

(9) ™ An amount or part of an amount shall not be deducted under this section more
than once from any sum, or from more than one sum, and shall not in any case be so
deducted if it has been otherwise allowed as a deduction in computing the income of
any person for tax purposes.

Textual Amendments

F127 S.37(1)(a)(b) substituted (with effect as mentioned in s. 38(2)(3) of the amending Act) by Finance Act
1998 (c. 36), s. 38(1), Sch. 5 para. 18(2), (with Sch. 5 para. 73)

F128 1990 s.89and Sch.14 para.2 (correction of errors)—deemed always to have had effect. Previously
“subsection (2) below”, “this subsection”
and
“the amount of that tax”
respectively.

F129 Words in s. 37(2)(b) substituted (with effect as mentioned in s. 38(2)(3) of the amending Act) by
Finance Act 1998 (c. 36), s. 38(1), Sch. 5 para. 18(3)(a), (with Sch. 5 para. 73)

F130 Words in s. 37(2) substituted (with effect as mentioned in s. 38(2)(3) of the amending Act) by Finance

Act 1998 (c. 36), 5. 38(1), Sch. 5 para. 18(3)(b), (with Sch. 5 para. 73)
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F131 Words in s. 37(3) substituted (with effect as mentioned in s. 38(2)(3) of the amending Act) by Finance
Act 1998 (c. 36), s. 38(1), Sch. 5 para. 18(4)(a), (with Sch. 5 para. 73)

F132 Words in s. 37(3) substituted (with effect as mentioned in s. 38(2)(3) of the amending Act) by Finance
Act 1998 (c. 36), s. 38(1), Sch. 5 para. 18(4)(b), (with Sch. 5 para. 73)

F133 Words in s. 37(4) substituted (with effect as mentioned in s. 38(2)(3) of the amending Act) by Finance
Act 1998 (c. 36), s. 38(1), Sch. 5 para. 18(5), (with Sch. 5 para. 73)

Modifications etc. (not altering text)
C83 S. 37 modified (with effect in accordance with s. 39(4)(5) of the modifying Act) by Finance Act 1995
(c. 4),s.39(3), Sch. 6 para. 12
C84 See 1979(C) s.106and Sch.3 para.6(1)—allowance under this subsection to be deducted from any loss
on disposal of lease.
C85 See 1976(D) Sch.6 para.4(4)—no account to be taken of any deduction of realised development value.
1976(D)repealed by 1985 s5.93, 98(6)and Sch.27 Part Xwith effect from 19March 1985.

Marginal Citations
M54 SOURCE-1970 s. 83(1); 1978 s. 32(2)
M55 SOURCE-1970 s. 83(2)
MS6 SOURCE-1970s. 83(3)
M57 SOURCE-1970 s. 83(4)
MS8 SOURCE-1970 s. 83(5)
MS9 SOURCE-1970s. 83(7)

VALID FROM 06/04/2005

[F?*37A Section 37(4) and reductions in receipts under ITTOIA 2005

(1) This section applies if—

(a) incalculating the amount that falls to be treated as a receipt of a UK property
business under Chapter 4 of Part 3 of ITTOIA 2005 (“the ITTOIA receipt”),
there is a reduction under section 288 of that Act by reference to a taxed
receipt, and

(b) the taxed receipt is the amount chargeable on the superior interest for the
purposes of section 37.

(2) Section 37(4) shall apply for the period in respect of which the ITTOIA receipt arose
only if the appropriate fraction of the amount chargeable on the superior interest
exceeds the amount of the ITTOIA receipt given by the formula in section 277, 279,
280, 281 or 282 of ITTOIA 2005, as the case may be.

(3) Section 37(4) shall then apply as if the amount chargeable on the superior interest
were reduced in the proportion which that excess bears to that appropriate fraction.

(4) Subsection (5) applies if—
(a) the ITTOIA receipt is in respect of a lease granted out of the taxed lease,
(b) the taxed lease is the head lease for the purposes of section 37, and

(c) the lease granted as mentioned in paragraph (a) does not extend to the whole
of the premises subject to the head lease.

(5) Section 37(4) and subsections (2) and (3) above shall be applied separately to the
part of the premises subject to the lease and to the remainder of the premises, but as
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if for any reference to the amount chargeable on the superior interest there were a
reference to that amount proportionately adjusted.

(6) For the purposes of this section the appropriate fraction of the amount chargeable on
the superior interest is the fraction—

A
B

where—
A is the period in respect of which the ITTOIA receipt arose, and

B is the period in respect of which the amount chargeable on the superior interest
arose for the purposes of section 37.

(7) For the purposes of this section the period in respect of which an ITTOIA receipt
arose is its receipt period (within the meaning of Chapter 4 of Part 3 of ITTOIA 2005
(see section 288(6))).

(8) In this section the following expressions have the same meaning as in Chapter 4 of
Part 3 of ITTOIA 2005—

“reduction under section 288 by reference to a taxed receipt” (see section 290(6)
of that Act),

“taxed lease” (see section 287(4) of that Act), and
“taxed receipt” (see section 287(4) of that Act).

(9) In the application of this section to Scotland, references to a lease granted out of
a taxed lease are to be construed as references to a sublease of land subject to the
taxed lease.]

Textual Amendments
F134 S.37A inserted (6.4.2005 with effect in accordance with s. 883(1) of the amending Act) by Income
Tax (Trading and Other Income) Act 2005 (c. 5), Sch. 1 para. 21 (with Sch. 2)

38 Rules for ascertaining duration of leases.

(1) M*In ascertaining the duration of a lease for the purposes of sections 34 to 36—
(a) in any case where—

(1) any of the terms of the lease (whether relating to forfeiture or any
other matter) or any other circumstances render it unlikely that the
lease will continue beyond a date falling before the expiry of the term
of the lease, and

(i1) the premium was not substantially greater than it would have been,
on the assumptions required by subsections (3) and (4) below, had the
term been one expiring on that date,

the lease shall not be treated as having been granted for a term longer than
one ending on that date;
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(b) where the terms of the lease include provision for the extension of the lease
beyond a given date by notice given by the tenant, account may be taken of
any circumstances making it likely that the lease will be so extended; and

(c) where the tenant or a person connected with him (within the meaning of
section 839) is or may become entitled to a further lease or the grant of a
further lease (whenever commencing) of the same premises or of premises
including the whole or part of the same premises, the term of the lease may
be treated as not expiring before the term of the further lease.

(2) M*'Subsection (1) above shall be applied by reference to the facts which were known
or ascertainable at the time of the grant of the lease, or in relation to tax under
section 34(5), at a time when the contract providing for the variation or waiver is
entered into.

(3) It shall be assumed in applying subsection (1) above that all parties concerned,
whatever their relationship, act as they would act if they were at arm’s length.

(4) In any case where—

(a) by the lease or in connection with the granting of it benefits were conferred
other than—

(1) vacant possession and beneficial occupation of the premises, or
(ii) the right to receive rent at a reasonable commercial rate in respect of
the premises, or
(b) payments were made which would not be expected to be made by parties

acting at arm’s length if no other benefits had been so conferred,

it shall also be assumed, unless it ["*°can be] shown that the benefits were not

conferred or the payments made for the purpose of securing a tax advantage in
the application of this Part, that the benefits would not have been conferred nor
the payments made had the lease been for a term ending on the date mentioned in
subsection (1)(a) above.

(5) M2Where an inspector has reason to believe that a person has information relevant
to the ascertainment of the duration of a lease in accordance with subsections (1) to
(4) above, the inspector may by notice require him to give, within a time specified in
the notice, such information on the matters so specified as is in his possession; but a
solicitor shall not be so required to do more, in relation to anything done by him on
behalf of a client, than state that he is or was so acting and give the name and address
of his client.

(6) ™®In this section in relation to Scotland, the expression “term”, where referring to the
duration of a lease, means period.

(7) M*This section has effect subject to paragraphs 2 and 3 of Schedule 30.

Textual Amendments
F135 Words in s. 38(4) substituted (with effect as mentioned in s. 134(2) of the amending Act) by Finance
Act 1996 (c. 8), s. 134(1), Sch. 20 para. 2

Modifications etc. (not altering text)
C86 S. 38(1)-(4)(6) applied (with effect in accordance with s. 579 of the affecting Act) by Capital
Allowances Act 2001 (c. 2), s. 291(3)
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C87 S.38(1)(a)(4) excluded (16.7.1992) by Finance (No. 2) Act 1992 (c. 48), s. 77, Sch. 17 paras. 5(4)(6),
6(1), 7.
C88 See 1990(C) s.11(4)—rules applied in connection with leases for industrial buildings and structures.

Marginal Citations
M60 SOURCE-1970 S. 84(1)(b)—(d); 1972 s. 81(2)(a), (b)
M61 SOURCE-1970 s. 84(2); 1972 s. 81(2)(c)
M62 SOURCE-1970s. 84(3A); 1972 5. 81(5)
M63 SOURCE-1970 s. 84(3); 1972 s. 81(2)(d)
M64 SOURCE-1970 s. 84(4)

39 Saving for pre-1963 leases, and special relief for individuals.

(1) MSubject to subsection (2) below, sections 34 to 36 shall not apply in relation to a
lease granted, or an estate or interest in land sold, before the beginning of the year
1963-64 or in pursuance of a contract entered into before 4th April 1963.

(2) Section 34(5) shall apply to the variation or waiver of any terms of a lease (not being a
variation or waiver made in pursuance of a contract entered into before 4th April 1963)
notwithstanding that the lease was granted before the beginning of the year 1963-64.

(3) Schedule 2shall have effect for giving relief on a claim being made by him in that
behalf from any increase in an individual s liability to income tax which is attributable
to amounts being treated by virtue of section 34, 350r 36as receipts for a single year
of assessment rather than as receipts for the period in relation to which they are

chargeable™ .

Textual Amendments
F136 Repealed by 1988(F) ss.75, 148and Sch.14 Part IVfor 1988-89and subsequent years.

Marginal Citations
M65 SOURCE-1970 s. 85(1)

[ Supplementary provisions]

Textual Amendments
F137 Cross-heading before s. 40 substituted (with effect as mentioned in s. 38(2)(3) of the amending Act) by
Finance Act 1998 (c. 36), s. 38(1), Sch. 5 para. 19, (with Sch. 5 para. 73)

40 Tax treatment of receipts and outgoings on sale of land.

(1) M**Where—

(a) by virtue of a contract for the sale of an estate or interest in land there falls to be
apportioned between the parties a receipt or outgoing in respect of the estate
or interest which becomes due after the making of the contract but before the
time to which the apportionment falls to be made, and
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(b) a part of the receipt is therefore receivable by the vendor in trust for the
purchaser or, as the case may be, a part of the outgoing is paid by the vendor
as trustee for the purchaser,

the purchaser shall be treated for the purposes of tax under Schedule A as if that
part had [F**been received or paid by him] immediately after the time to which the
apportionment falls to be made.

(2) Where by virtue of such a contract there falls to be apportioned between the parties
a receipt or outgoing in respect of the estate or interest which became due before
the making of the contract, the parties shall be treated for the purposes of tax under
Schedule A as if the contract had been entered into before the receipt or outgoing
became due, and subsection (1) above shall apply accordingly.

(3) Where on the sale of an estate or interest in land there is apportioned to the vendor
a part of a receipt or outgoing in respect of the estate or interest which is to become
receivable or be paid by the purchaser after the making of the apportionment, then for
the purposes of tax under Schedule A—

(a) when the receipt becomes due or, as the case may be, the outgoing is paid, the
amount of it shall be treated as reduced by so much thereof as was apportioned
to the vendor, and

(b) the part apportioned to the vendor shall be treated as if it were of the same
nature as the receipt or outgoing and [***had been received or paid directly
by him immediately before the time to which the apportionment is made].

(4) Any reference in subsection (1) or (2) above to a party to a contract shall include a
person to whom the rights and obligations of that party under the contract have passed
by assignment or otherwise.

[F"*(4A) An amount deemed under this section to have been received or paid shall be taken into
account in computing the profits of the Schedule A business in question for the period
in which it is treated as received or paid.]

Textual Amendments

F138 Words in s. 40(1) substituted (with effect as mentioned in s. 38(2)(3) of the amending Act) by Finance
Act 1998 (c. 36), s. 38(1), Sch. 5 para. 20(2), (with Sch. 5 para. 73)

F139 Words in s. 40(3)(b) substituted (with effect as mentioned in s. 38(2)(3) of the amending Act) by
Finance Act 1998 (c. 36), s. 38(1), Sch. 5 para. 20(3), (with Sch. 5 para. 73)

F140 S. 40(4A) inserted (with effect as mentioned in s. 38(2)(3) of the amending Act) by Finance Act 1998
(c. 36), s. 38(1), Sch. 5 para. 20(4), (with Sch. 5 para. 73)

F141 S. 40(5) ceased to have effect except for specified purposes (with effect in accordance with s. 39(4)
(5) of the amending Act) by virtue of Finance Act 1995 (c. 4), s. 39(3), Sch. 6 para. 4(f); and s. 40(5)
repealed (with effect as mentioned in s. 38(2)(3) of the repealing Act) by Finance Act 1998 (c. 36), ss.
38(1), 165, Sch. 5 para. 20(5), Sch. 27 Pt. 3(4), Note (with Sch. 5 paras. 65, 73)

Marginal Citations
M66 SOURCE-1970s. 86

41 Relief for rent etc. not paid.
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Textual Amendments
F142 S. 41 ceased to have effect except for specified purposes (with effect in accordance with s. 39(4)(5) of
the amending Act) by virtue of Finance Act 1995 (c. 4), s. 39(3), Sch. 6 para. 4(g); and s. 41 repealed
(with effect as mentioned in s. 38(2)(3) of the repealing Act) by Finance Act 1998 (c. 36), ss. 38(1),
165, Sch. 5 para. 21, Sch. 27 Pt. 3(4), Note (with Sch. 5 paras. 65, 73)

42 Appeals against determinations under sections 34 to 36.

(1) M"Where it appears to the inspector that the determination of any amount on which
a person may be chargeable to tax by virtue of section 34, 35 or 36 may affect the
liability to income tax, corporation tax or capital gains tax of other persons he may give
notice to those persons as well as to the first-mentioned person of the determination
he proposes to make and of the rights conferred on them by this section.

(2) Any person to whom such a notice is given may, within 30 days after the date on which
it is given, object to the proposed determination by notice given to the inspector.

(3) Where notices have been given under subsection (1) above and no notice of objection
is duly given under subsection (2) above the inspector shall make the determination
as proposed in his notices and the determination shall not be called in question in any
proceedings.

(4) Where a notice of objection is duly given the amount mentioned in subsection (1)
above shall be determined in like manner as an appeal and shall be so determined by
the Special Commissioners or such body of General Commissioners as may be agreed
on by the person to be charged and all persons who have given notice of objection.

(5) All persons to whom notices have been given under subsection (1) above may take
part in any proceedings under subsection (4) above and in any appeal arising out of
those proceedings and shall be bound by the determination made in the proceedings or
on appeal, whether or not they have taken part in the proceedings; and their successors
in title shall also be so bound.

(6) A notice under subsection (1) above may, notwithstanding any obligation as to secrecy
or other restriction on the disclosure of information, include a statement of the grounds
on which the inspector proposes to make the determination.

(7) An inspector may by notice require any person to give within the time specified in the
notice such information as appears to the inspector to be required for deciding whether
to give a notice under subsection (1) above to any person.

Modifications etc. (not altering text)
C89 S. 42 applied (3.11.2004 with effect in accordance with reg. 1(1) of the affecting S.1.) by The
Energy-Saving Items (Deductions for Expenditure etc.) Regulations 2004 (S.1. 2004/2664), reg. 4

Marginal Citations
M67 SOURCE- 1972 s. 82
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[F'“42A Non-residents and their representatives.

(1) The Board may by regulations make provision for the charging, assessment, collection
and recovery on or from prescribed persons falling within subsection (2) below of
prescribed amounts in respect of the tax which is or may become chargeable under
Schedule A on the income of any person who has his usual place of abode outside the
United Kingdom (“the non-resident”).

(2) A person falls within this subsection if he is—

(a)

(b)

a person by whom any such sums are payable to the non-resident as fall, or
would fall, to be treated as receipts of a Schedule A business carried on by
the non-resident; or

a person who acts on behalf of the non-resident in connection with the
management or administration of any such business.

(3) A person on whom any obligation to make payments to the Board is imposed by
regulations under this section shall be entitled—

(a)
(b)

to be indemnified by the non-resident for all such payments; and

to retain, out of any sums otherwise due from him to the non-resident, or
received by him on behalf of the non-resident, amounts sufficient for meeting
any liabilities under the regulations to make payments to the Board which
have been discharged by that person or to which he is subject.

(4) Without prejudice to the generality of the preceding provisions of this section,
regulations under this section may include any or all of the following provisions, that
is to say—

(a)

(b)

(©)
(d)

(e)

(H
(2

(h)

(i)

provision for the amount of any payment to be made to the Board in respect
of the tax on any income to be calculated by reference to such factors as may
be prescribed;

provision for the determination in accordance with any such regulations of
the period for which, the circumstances in which and the times at which any
payments are to be made to the Board;

provision for requiring the payment of interest on amounts which are not paid
to the Board at the times required under any such regulations;

provision as to the certificates to be given in prescribed circumstances to the
non-resident by a person falling within subsection (2) above, and as to the
particulars to be included in any such certificate;

provision for the making of repayments of tax to the non-resident and for
such repayments to be made in prescribed cases to persons falling within
subsection (2) above;

provision for the payment of interest by the Board on sums repaid under any
such regulations;

provision for the rights and obligations arising under any such regulations
to depend on the giving of such notices and the making of such claims and
determinations as may be prescribed;

provision for the making and determination of applications for requirements
of any such regulations not to apply in certain cases, and for the variation
or revocation, in prescribed cases, of the determinations made on such
applications;
provision for appeals with respect to questions arising under any such
regulations;
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(j) provision requiring prescribed persons falling within subsection (2)(b) above
to register with the Board;

(k) provision requiring persons registered with the Board and other prescribed
persons falling within subsection (2) above to make returns and supply
prescribed information to the Board and to make available prescribed books,
documents and other records for inspection on behalf of the Board;

() provision for the partnership, as such, to be treated as the person falling within
subsection (2) above in a case where a liability to make any payment under
the regulations arises from amounts payable or things done in the course of a
business carried on by any persons in partnership;

(m) provision which, in relation to payments to be made by virtue of this section in
respect of any tax or to any sums retained in respect of such payments, applies
(with or without modifications) any enactment or subordinate legislation
having effect apart from this section with respect to cases in which tax is or
is treated as deducted from any income.

(5) Interest required to be paid by any regulations under this section shall be paid without
deduction of tax and shall not be taken into account in computing any income, profits
or losses for any tax purposes.

(6) Regulations under this section may—
(a) make different provision for different cases; and
(b) contain such supplementary, incidental, consequential and transitional
provision as appears to the Board to be appropriate;

and the provision that may be made by virtue of paragraph (b) above may include
provision which, in connection with any other provision made by any such regulations,
modifies the operation in any case of section 59A of the Management Act or
Schedule 21 to the Finance Act 1995 (payments on account of income tax).

(7) In this section—
“prescribed” means prescribed by, or determined by an officer of the Board
in accordance with, regulations made by the Board under this section; and

“subordinate legislation” has the same meaning as in the ¥®Interpretation
Act 1978.

Textual Amendments
F143 S. 42A inserted (1.5.1995) by Finance Act 1995 (c. 4), s. 40(1)
F144 S. 42A(8) repealed (with effect in accordance with s. 38(2)(3) of the repealing Act) by Finance Act
1998 (c. 36), ss. 38(1), 165, Sch. 5 para 22, Sch. 27 Pt. 3(4), Note (with Sch. 5 para. 73)

Marginal Citations
M68 1978 c. 30.

43 Non-residents.
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Textual Amendments
F145 S. 43 repealed (with effect in accordance with s. 40(3) of the repealing Act) by Finance Act 1995
(c. 4),s.40(3), Sch. 29 Pt. 8(16), Note 1

VALID FROM 28/07/2000

[F%% Rent factoring

Textual Amendments
F146 Ss. 43A-43G and cross-heading inserted (with effect in accordance with s. 110(2) of the amending
Act) by Finance Act 2000 (c. 17), s.110(1)

43A Finance agreement: interpretation.

(1) A transaction is a finance agreement for the purposes of sections 43B to 43F if
in accordance with normal accounting practice the accounts of a company which
receives money under the transaction would record a financial obligation (whether
in respect of a lease creditor or otherwise) in relation to that receipt.

(2) In subsection (1) “normal accounting practice” in relation to a company means
normal accounting practice for a company incorporated in a part of the United
Kingdom (irrespective of where the company is in fact incorporated).

(3) The reference to a company’s accounts in subsection (1) shall be taken to include
a reference to the consolidated group accounts of a group of companies of which it
1S a member; and—

(a) “group of companies” means a set of companies which, if each were
incorporated in Great Britain, would form a group within the meaning given
by section 262(1) of the "®Companies Act 1985, and

(b) “consolidated group accounts” means accounts of a kind which would satisfy
the requirements of section 227 of the Companies Act 1985.

(4) For the purposes of subsection (1) a company shall be treated as receiving any money
which—
(a) falls to be taken into account as a receipt for the purpose of calculating the
company’s liability to corporation tax, or
(b) would fall to be taken into account as a receipt for that purpose if the
company were resident in the United Kingdom.

Marginal Citations
M69 1985 c. 6.
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43B Transfer of rent.

(1) This section applies to a finance agreement if it transfers a right to receive rent in
respect of land in the United Kingdom from one person to another, otherwise than
by means of the grant of a lease of land in the United Kingdom.

(2) A person who receives a finance amount shall be treated for the purposes of the Tax
Acts as receiving it—

(a) by way of rent,
(b) in the course of a business falling within paragraph 1(1) of Schedule A, and
(¢c) in the chargeable period in which the agreement is made;

and the finance amount shall be taken into account in computing the profits of the
Schedule A business for the chargeable period in which the agreement is made.

(3) In subsection (2) “finance amount” means a receipt in respect of which
section 43A(1) is satisfied.

43C Transfer of rent: exceptions, &c.

(1) Section 43B shall not apply to a finance agreement if the term over which the
financial obligation is to be reduced exceeds 15 years.

(2) Section 43B shall not apply to a finance agreement if—

(a) the arrangements for the reduction of the financial obligation substantially
depend on a person’s entitlement to an allowance under the Capital
Allowances Acts, and

(b) that person is not connected to the person from whom the right to receive
rent is transferred.

(3) Section 43B shall not apply to a finance agreement if—
(a) section 36(1) applies (without reference to section 36(3)), or

(b) section 36(1) would apply (without reference to section 36(3)) if the price
at which an estate or interest is sold were to exceed the price at which it is
to be reconveyed.

4) If—

(a) section 36(1) would apply in relation to a finance agreement by virtue only
of section 36(3), and

(b) section 43B applies in relation to the agreement,
section 36(1) shall not apply.

(5) Section 43B shall not apply to a finance agreement if section 780 applies.

(6) Section 43B(2) shall not apply to a finance amount which is brought into account in
computing the profits of a trade for the purposes of Case I of Schedule D (otherwise
than by virtue of section 83 of the ¥"’Finance Act 1989 (life assurance)).

Marginal Citations
M70 1989 c. 26.



http://www.legislation.gov.uk/id/ukpga/1989/26

72 Income and Corporation Taxes Act 1988 (c. 1)
PART Il — PROVISIONS RELATING TO THE SCHEDULE A CHARGE
Document Generated: 2024-07-23
Status: Point in time view as at 25/02/1999. This version of this Act contains provisions that are not valid for this point in time.
Changes to legislation: Income and Corporation Taxes Act 1988 is up to date with all changes known to be in
force on or before 23 July 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)

43D Interposed lease.

(1) This section applies to a finance agreement under which—
(a) alease is granted in respect of land in the United Kingdom,
(b) apremium is payable in respect of the lease, and
(c) section 43A(1) is satisfied by reference to the receipt of the premium.

(2) Where this section applies, the person to whom the premium is payable shall be
treated for the purposes of the Tax Acts as receiving it—

(a) by way of rent,
(b) in the course of a business falling within paragraph 1(1) of Schedule A, and
(c) in the chargeable period in which the agreement is made;

and the premium shall be taken into account in computing the profits of the Schedule
A business for the chargeable period in which the agreement is made.

43E Interposed lease: exceptions, &c.

(1) Section 43D shall not apply to a finance agreement if—

(a) the term over which the financial obligation is to be reduced exceeds 15
years, or

(b) the length of the lease does not exceed 15 years, or

(c) the length of the lease is not significantly different from the term over which
the financial obligation is to be reduced.

(2) For the purpose of subsection (1) the length of a lease shall be calculated in
accordance with section 38.

(3) Section 43D shall not apply to a finance agreement if—

(a) the arrangements for the reduction of the financial obligation substantially
depend on a person’s entitlement to an allowance under the Capital
Allowances Acts, and

(b) that person is not connected to the person who grants the lease in respect of
which the premium is payable.

(4) Section 43D(2) shall not apply where all or part of the premium is brought into
account in computing the profits of a trade for the purposes of Case I of Schedule D
(otherwise than by virtue of section 83 of the ¥"'Finance Act 1989 (life assurance)).

(5) Section 34 shall not apply in relation to a premium to which section 43D(2) applies.

Marginal Citations
M71 1989 c. 26.

43F Insurance business.

(1) In the application of sections 43A to 43E to companies carrying on insurance
business a reference to accounts does not include a reference to accounts required to
be prepared under Part IT of the ™*Insurance Companies Act 1982.

(2) Neither section 43B(2) nor section 43D(2) shall require any amount to be brought
into account in a computation of profits of life assurance business, or any category
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of life assurance business, carried on by a company where the computation is made
in accordance with the provisions of this Act applicable to Case I of Schedule D.

(3) Section 432A shall have effect in relation to any sum which is or would be treated
as received by virtue of section 43B(2) or 43D(2) of this Act.

(4) Expressions used in this section and in Chapter I of Part XII have the same meaning
in this section as in that Chapter.

Modifications etc. (not altering text)

C90 S. 43F(1) modified (with effect in accordance with reg. 4A(3) of the 1997 modifying S.I.) by The
Friendly Societies (Modification of the Corporation Tax Acts) Regulations 1997 (S.I. 1997/473),
reg. 4A(1)(2) (as inserted (25.10.2000) by The Friendly Societies (Modification of the Corporation
Tax Acts) (Amendment) Regulations 2000 (S.I. 2000/2710), regs. 1, 3, and as amended by: S.1.
2003/23, regs. 1, 3; S.I. 2005/2005, regs. 1, 4)

Marginal Citations
M72 1982 c. 50.

43G  Interpretation.
(1) This section applies for the purposes of sections 43 A to 43F.

(2) In those sections—

“connected” in relation to persons has the meaning given by section 839,

“rent” includes any sum which is chargeable to tax under Schedule A,

“lease” includes an underlease, sublease, tenancy or licence and an
agreement for any of those things, but does not include a mortgage or
heritable security,

“premium” has the meaning given by section 24(1) (and, in relation to
Scotland, section 24(5)), and subsections (4) and (5) of section 34 shall have
effect in relation to sections 43A to 43F as they have effect in relation to
section 34, and

“sum” has the meaning given by section 24(4).

(3) A reference to a transfer of a right to receive rent from one person to another includes
a reference to any arrangement under which rent ceases to form part of the receipts
taken into account for the purposes of calculating a company’s liability to corporation
tax or income tax.

(4) In calculating the term over which a financial obligation is to be reduced no account
shall be taken of any period during which the arrangements for reduction differ from
the arrangements which apply in a previous period if—

(a) the period begins after the financial obligation has been substantially
reduced, and

(b) the different arrangements for reduction are not the result of a provision for
periodic review, on commercial terms, of rent under a lease.|
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PART III

[F"“GOVERNMENT SECURITIES]

Textual Amendments
F147 Pt. 3 heading substituted (with effect in accordance with Sch. 7 para. 32 of the amending Act) by
Finance Act 1996, s. 79, Sch. 7 para. 6 (with Sch. 7 paras. 33-35)

General

44 Income tax: mode of charge.

Textual Amendments
F148 S. 44 repealed (with effect in accordance with Sch. 7 para. 32 and Sch. 41 Pt. 5(2) Note of the
repealing Act) by Finance Act 1996 (c. 8), ss. 79, 205, Sch. 7 para. 7, Sch. 41 Pt. 5(2) (with Sch. 7
paras. 33-35)

45 Interpretation of Part III.

Textual Amendments
F149 S. 45 repealed (with effect in accordance with Sch. 7 para. 32 and Sch. 41 Pt. 5(2) Note of the
repealing Act) by Finance Act 1996 (c. 8), ss. 79, 205, Sch. 7 para. 8, Sch. 41 Pt. 5(2) (with Sch. 7
paras. 33-35)

Government securities: exemptions from tax

46 Savings certificates and tax reserve certificates.

(1) ™ Subject to subsections (3) to (6) below, income arising from savings certificates
shall not be liable to tax.

(2) M*Tax shall not be chargeable in respect of the interest on tax reserve certificates
issued by the Treasury.

(3) " Subsection (1) above does not apply to any savings certificates which are purchased
by or on behalf of a person in excess of the amount which a person is for the time
being authorised to purchase under regulations made by the Treasury or, as respects
Ulster Savings Certificates, by the Department of Finance and Personnel.

(4) Subsection (1) above does not apply to Ulster Savings Certificates unless—

(a) the holder is resident and ordinarily resident in Northern Ireland when the
certificates are repaid; or
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(b) the certificates were purchased by him and he was so resident and ordinarily
resident when they were purchased.

(5) A claim under this section in respect of Ulster Savings Certificates shall be made to
the Board.

(6) In this section “sa0Ovings certificates” means savings certificates issued under
section 12 of the "*National Loans Act 1968 or section 7 of the ¥"National Debt Act
1958 or Section 59 of the ™*Finance Act 1920 and any war savings certificates as
defined in section 9(3) of the ¥"*National Debt Act 1972, together with any savings
certificates issued under any corresponding enactment forming part of the law of
Northern Ireland.

Modifications etc. (not altering text)
C91 And see, as regards Ulster Savings Certificates, Part 111 Vol.5.

Marginal Citations
M73 SOURCE-1981 S. 34(1)
M74 SOURCE-1970s. 98
M75 SOURCE-1981 s. 34(2)(5); 1979 (C) s. 71(2)(a)
M76 1968 c. 13.
M77 1958 c.6.
M78 1920 c.18.
M79 1972 c. 65.

47 United Kingdom government securities held by non-residents.

Textual Amendments
F150 S. 47 repealed (with effect in accordance with s. 154(9) of the repealing Act) by Finance Act 1996
(c. 8), ss. 154(7), 205, Sch. 28 para. 1, Sch. 41 Pt. 5(18), Note (with s. 154(2)-(6))

48 Securities of foreign states.

Textual Amendments
F151 S. 48 repealed (with effect in accordance with Sch. 7 para. 32 and Sch. 41 Pt. 5(2) Note of the
repealing Act) by Finance Act 1996 (c. 8), ss. 79, 205, Sch. 7 para. 9, Sch. 41 Pt. 5(2) (with Sch. 7
paras. 33-35)

49 Stock and dividends in name of Treasury etc.

(1) ™No tax shall be chargeable in respect of the stock or dividends transferred to
g
accounts in the books of the Bank of England in the name of the Treasury or the
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National Debt Commissioners in pursuance of any Act of Parliament, but the Bank of
England shall transmit to the Board an account of the total amount thereof.

(2) No tax shall be chargeable in respect of the stock or dividends belonging to the Crown,
in whatever name they may stand in the books of the Bank of England.

[F'*%(3) In this section “dividends” means any interest, public annuities, dividends or shares

of annuities. |

Textual Amendments
F152 S.49(3) inserted (with effect in accordance with Sch. 7 para. 32 of the amending Act) by Finance Act
1996 (c. 8), s. 79, Sch. 7 para. 10 (with Sch. 7 paras. 33-35)

Marginal Citations
M80 SOURCE-1970s. 106(1), (2)

Government securities: interest payable without deduction of tax

50 United Kingdom securities: Treasury directions for payment without deduction
of tax.
[F"3(A1) The interest on registered gilt-edged securities (whenever issued and whatever the

terms on which they were issued) shall be paid without deduction of income tax.]

(1) ™'The Treasury may direct that any of the following securities [***in so far as they

are not gilt-edged securities], that is to say—
(a) F155

(b) any securities issued or deemed to be issued under the "**National Loans Act
1939 or issued under the ™*National Loans Act 1968;

©)
) P

shall be issued, or shall be deemed to have been issued, subject to the condition that
the interest thereon shall be paid without deduction of income tax; and subject to the
provisions of this section the interest shall be so paid accordingly *'*.

(2) ™The holder of any registered securities the interest on which is by virtue of
["*"subsection (A1) above or of] directions given under subsection (1) above payable
without deduction of tax may make an application to the Bank under this subsection
requesting that income tax shall be deducted from the interest on those securities
before payment thereof.

(3) Where any such application is made, income tax in respect of the interest on those
securities shall, so long as they remain registered in the name of the applicant and
subject to the withdrawal of the application under subsection (5) below, be deducted
and charged in the same manner as if they were not securities [ the interest on which
is to be paid without deduction of income tax].

(4) M An application under subsection (2) above shall be made in such form as the Bank
with the approval of the Treasury may prescribe, and any application made less than
[""*one month] before the date on which a payment of interest falls due shall only
have effect as regards any payment of interest subsequent to that payment.
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(5) An application made under subsection (2) above may at any time be withdrawn by
notice to the Bank in such form as the Bank may with the approval of the Treasury
prescribe, but an application so withdrawn shall, notwithstanding the withdrawal,
continue to have effect as regards any interest payable less than [*'*one month] after
the date the notice is received at the Bank.

(6) Where any securities to which subsection (2) above applies are held on trust, the
holders of the securities may make an application under that subsection in respect
thereof without the consent of any other person, notwithstanding anything in the
instrument creating the trust.

(7) In this section—
“the Bank” means the Bank of England or the Bank of Ireland as the case
requires,
[F'**gilt-edged securities” means any securities which—
(a) are gilt-edged securities for the purposes of the 1992 Act; or

(b) will be such securities on the making of any order under paragraph 1
of Schedule 9 to that Act the making of which is anticipated in the
prospectus under which they were issued,] and

“registered” means entered in the register of the Bank.

Textual Amendments

F153 S. 50(A1) inserted (with effect in accordance with s. 37(8)-(13) of the amending Act) by Finance
(No. 2) Act 1997 (c. 58), s. 37(2)

F154 Words in s. 50(1) inserted (with effect in accordance with s. 37(8)-(13) of the amending Act) by
Finance (No. 2) Act 1997 (c. 58), s. 37(3)(a)

F155 S.50(1)(a)(c)(d) repealed (with effect in accordance with Sch. 8 Pt. 2(13) Note of the repealing Act)
by Finance (No. 2) Act 1997 (c. 58), s. 52, Sch. 8 Pt. 2(13)

F156 Words in s. 50(1) repealed (with effect in accordance with Sch. 7 para. 32 of the repealing Act) by
Finance Act 1996 (c. 8), ss. 79, 205, Sch. 7 para. 11, Sch. 41 Pt. 5(2), Note (with Sch. 7 paras. 33-35)

F157 Words in s. 50(2) inserted (with effect in accordance with s. 37(8)-(13) of the amending Act) by
Finance (No. 2) Act 1997 (c. 58), s. 37(3)(b)

F158 Words in s. 50(3) substituted (with effect in accordance with s. 37(8)-(13) of the amending Act) by
Finance (No. 2) Act 1997 (c. 58), s. 37(3)(¢)

F159 Words in s. 50(4)(5) substituted (with effect in accordance with s. 37(8)-(13) of the amending Act) by
Finance (No. 2) Act 1997 (c. 58), s. 37(3)(d)

F160 S. 50(7): definition of "gilt-edged securities" inserted (with effect in accordance with s. 37(8)-(13) of
the amending Act) by Finance (No. 2) Act 1997 (c. 58), s. 37(4)

Modifications etc. (not altering text)
C92 S. 50 modified (with effect in accordance with s. 37(8)(12) of the amending Act) by Finance (No. 2)
Act 1997 (c. 58), s. 37(11)
C93 S.50(5) modified (with effect in accordance with s. 37(8) of the amending Act) by Finance (No. 2) Act
1997 (c. 58), s. 37(13)

Marginal Citations
M81 SOURCE-1970s. 101(1)
MS82 1939c. 117.
MS83 1968 c. 13.
M84 SOURCE-1970s. 101(2)
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M85 SOURCE-1970s. 101(3)—(6)

51 Treasury directions as respects Northern Ireland securities.

(1) M*The Treasury may, on the application of the Department of Finance and Personnel,
as respects any securities to which this section applies, direct that the securities
specified in the direction shall be issued, or shall be deemed to have been issued,
subject to the condition that the interest thereon shall be paid without deduction of
income tax; and in relation to any securities so specified and the interest thereon,
section 50 shall have effect as if—

(a) the securities were securities in respect of which a direction had been given
by the Treasury under subsection (1) of that section;

(b) references in that section to “the Bank” were (notwithstanding subsection (7)
of that section) references to the bank in the books of which the securities are
registered or inscribed; and

(c) the references in subsections (4) and (5) of that section to the Treasury were
references to the Department of Finance and Personnel.

(2) The securities to which this section applies are securities issued under section 11(1)(c)
of the " Exchequer and Financial Provisions Act (Northern Ireland) 1950 for money
borrowed by the Department of Finance and Personnel for the purposes of making
issues from the Consolidated Fund of Northern Ireland.

Marginal Citations
M86 SOURCE-1970s. 102
M87 1950 c.3 (N.L)

[F'*'51 AL ommencement of direction under section 50 or 51.

A direction under section 50 or 51 that any security shall be deemed to have been
issued subject to the condition that the interest thereon shall be paid without deduction
of tax may provide that the direction is to have effect in relation only to payments of
interest made on or after such date as may be specified in the direction.]

Textual Amendments
F161 S.51AA inserted (29.4.1996) by Finance Act 1996 (c. 8), s. 155

[F'’51A Gilt-edged securities held under authorised arrangements.

Textual Amendments
F162 S. 51A inserted (1.5.1995) by Finance Act 1995 (c. 4), s. 77
F163 S. 51A repealed (with effect in accordance with s. 37(8) and Sch. 8 Pt. 2(13) Note of the repealing Act)
by Finance (No. 2) Act 1997 (c. 58), ss. 37(5), 52, Sch. 8 Pt. 2(13)
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['*51B Periodic accounting for tax on interest on gilt-edged securities.

Textual Amendments
F164 S.51B inserted (1.5.1995) by Finance Act 1995 (c. 4), s. 78(1)
F165 S. 51B repealed (with effect in accordance with s. 37(3) of the repealing Act and S.I. 1999/619) by
Finance Act 1998 (c. 36), ss. 37(1), 165, Sch. 27 Pt. 3(3), Note

52 Taxation of interest on converted government securities and interest which
becomes subject to deduction.

Textual Amendments
F166 S. 52 repealed (with effect in accordance with Sch. 7 para. 32 of the repealing Act) by Finance Act
1996 (c. 8), ss. 79, 205, Sch. 7 para. 12, Sch. 41 Pt. 5(2), Note (with Sch. 7 paras. 33-35)

PART IV

PROVISIONS RELATING TO THE SCHEDULE D CHARGE

CHAPTER 1

SUPPLEMENTARY CHARGING PROVISIONS

53 Farming and other commercial occupation of land (except woodlands).

(1) M*All farming and market gardening in the United Kingdom shall be treated as the
carrying on of a trade or, as the case may be, of a part of a trade, and the ['“profits]
thereof shall be charged to tax under Case I of Schedule D accordingly.

(2) All the farming carried on by any particular person or partnership or body of persons
shall be treated as one trade.

(3) ™ Subject to subsection (4) below, the occupation of land in the United Kingdom for
any purpose other than farming or market gardening shall, if the land is managed on a
commercial basis and with a view to the realisation of profits, be treated as the carrying
on of a trade or, as the case may be, of a part of a trade, and the ["*profits] thereof
shall be charged to tax under Case I of Schedule D accordingly.

[F'®(4) Subsection (3) above shall not apply in relation to the occupation of land which
comprises woodlands or is being prepared for use for forestry purposes.]

Textual Amendments
F167 Words in s. 53(1)(3) substituted (31.7.1998) by Finance Act 1998 (c. 36), s. 46(3)(a)(b), Sch. 7 para. 1
F168 Words in s. 53(1)(3) substituted (31.7.1998) by Finance Act 1998 (c. 36), s. 46(3)(a)(b), Sch. 7 para. 1
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F169 1988(F) Sch.6 para.6(7),into force on 6April 1988subject to certain provisos. Previously
“(4) Subsection (3) above shall not affect the taxation of woodlands which are managed on a
commercial basis and with a view to the realisation of profits”.

Marginal Citations
M88 SOURCE-1970s. 110(1), (2)
M89 SOURCE-1970s. 110(3)

f1754  Woodlands managed on a commercial basis.

Textual Amendments
F170 S. 54 repealed (15.3.1988) by Finance Act 1988 (c. 39), Sch. 14 Pt. 5, Note 2

55 Mines, quarries and other concerns.

(1) [""'profits] arising out of land in the case of any concern specified in subsection (2)
below shall be charged to tax under Case I of Schedule D.

(2) The concerns are—
(a) mines and quarries (including gravel pits, sand pits and brickfields);

(b) ironworks, gasworks, salt springs or works, alum mines or works (not being
mines falling within the preceding paragraph) and waterworks and streams
of water;

(c) canals, inland navigation, docks and drains or levels;
(d) fishings;

(e) rights of markets and fairs, tolls, bridges and ferries;
(f) railways and other ways;

(g) other concerns of the like nature as any of the concerns specified in paragraphs
(b) to (e) above.

Textual Amendments
F171 Word in s. 55(1) substituted (31.7.1998) by Finance Act 1998 (c. 36), s. 46(3)(a)(b), Sch. 7 para. |

56 Transactions in deposits with and without certificates or in debts.

(1) ™™'Subsection (2) below applies to the following rights—
(a) the right to receive the amount, with or without interest, stated in a certificate
of deposit;
(b) the right to receive an amount payable with interest—

(i) in a transaction in which no certificate of deposit or security is issued,
and

(i1) which is payable by a bank or similar institution or a person regularly
engaging in similar transactions;

and the right to receive that interest.
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(2) ™?Profits or gains arising to a person from the disposal of a right to which this
subsection applies or, except so far as it is a right to receive interest, from the exercise
of any such right (whether by the person to whom the certificate was issued or by
some other person, or, as the case may be, by the person who acquired the right in
the transaction referred to in subsection (1) above or by some person acquiring it
directly or indirectly from that person), shall, if not falling to be taken into account
as a trading receipt, be treated as annual profits or gains chargeable to tax under Case
VI of Schedule D.

(3) ™’ Subsection (2) above does not apply in the case of the disposal or exercise of a right
to receive an amount stated in a certificate of deposit or interest on such an amount—

(a) ifthe person disposing of the right acquired it before 7th March 1973;

(b) to any profits or gains arising to a fund or scheme in the case of which
provision is made by section 592(2), 613, 614(1) to (3) or 620(6) for
exempting the whole or part of its income from income tax;

(c) inso far as they are applied to charitable purposes only, to any profits or gains
arising to a charity within the meaning of section 506.

[F"2(3A) Subsection (3B) below applies where—

(a) profits or gains arise from the disposal of a right to which subsection (2) above
applies and fall to be charged to tax under Case VI of Schedule D by virtue
of that subsection, and

(b) the profits or gains arise to a qualifying company.

(3B) For the purposes of the charge under Case VI the profits or gains—

(a) shall be increased by the amount of any non-trading exchange loss, or the
aggregate of the amounts of any non-trading exchange losses, accruing to the
company as regards the right for any accrual period or periods constituting or
falling within the holding period;

(b) shall (after taking account of paragraph (a) above) be reduced by the amount
of any non-trading exchange gain, or the aggregate of the amounts of any non-
trading exchange gains, accruing to the company as regards the right for any
accrual period or periods constituting or falling within the holding period.

(3C) For the purposes of subsections (3A) and (3B) above—
(a) “accrual period” and “qualifying company” have the same meanings as in
Chapter II of Part II of the Finance Act 1993;
(b) the question whether a non-trading exchange gain or loss accrues to the
company as regards the right for an accrual period shall be decided in
accordance with that Chapter.

(3D) For the purposes of subsection (3B) above the holding period is the period which—
(a) begins when the company acquired (or last acquired) the right before the
disposal, and
(b) ends when the disposal is made.]

(4) ™*For the purposes of this section, profits or gains shall not be treated as falling to
be taken into account as a trading receipt by reason only that they are included in the
computation required ["'"*for the purposes of] section 76(2).

[F"7*(4A) This section and section S6A shall not apply for the purposes of corporation tax except

in relation to rights in existence before 1st April 1996.
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(4B) For the purposes of corporation tax, where any profits or gains arising from the
disposal or exercise of a right in existence before 1st April 1996 are, or (if there were
any) would be, chargeable under this section, nothing in Chapter II of Part IV of
the Finance Act 1996 (loan relationships) shall require any amount relating to that
disposal, or to the exercise of that right, to be brought into account for the purposes
of that Chapter.]

(5) ™* In this section—

“certificate of deposit” means a document relating to money, in any
currency, which has been deposited with the issuer or some other person, being
a document which recognises an obligation to pay a stated amount to bearer
or to order, with or without interest, and being a document by the delivery of
which, with or without endorsement, the right to receive that stated amount,
with or without interest, is transferable; and

“security” has the same meaning as in section ["'"°132 of the 1992 Act].

Textual Amendments

F172 S. 56(3A)-(3D) inserted (27.7.1993) by 1993 c. 34, s. 170, Sch. 18 para.2

F173 Word in s. 56(4) substituted (with effect in accordance with s. 164(5)(6) of the amending act) by
Finance Act 1996 (c. 8), s. 164(4)

F174 S. 56(4A)(4B) inserted (with effect in accordance with s. 105(1) of the amending Act) by Finance Act
1996 (c. 8), s. 104, Sch. 14 para. 6 (with Sch. 15)

F175 Words in s. 56(5) substituted (6.3.1992 with effect as mentioned in s. 289(1)(2) of the amending Act)
by Taxation of Chargeable Gains Act 1992 (c. 12), ss. 289, 290, Sch. 10 para. 14(3) (with ss. 60,
101(1), 171, 201(3)).

Modifications etc. (not altering text)
C94 See s.608—exemption for certain superannuation funds.

Marginal Citations
M90 SOURCE-1973s.26(1)
M91 SOURCE-1974 5. 30(1)
M92 SOURCE-1973 s. 26(1); 1974 s. 30(1)
M93 SOURCE-1973 s. 26(1)(a)(b); 1975 (No. 2) s. 50(1)
M94 SOURCE-1973 s. 26(3); 1974 s. 30(2)
M95 SOURCE-1973 s. 26(4); 1974 s. 30(2), (1); 1968 5. 55(3); 1979(C) Sch. 7

['7°56A Disposal or exercise of rights in pursuance of deposits.

(1) This section applies where there is an arrangement under which—
(a) there is a right to receive an amount (with or without interest)

in pursuance of a deposit of money,

(b) when the right comes into existence there is no certificate of deposit in respect
of the right, and

(c) the person for the time being entitled to the right is entitled to call for the issue
of a certificate of deposit in respect of the right.

(2) In such a case—
(a) the right shall be treated as not falling within section 56(1)(b), and
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(b) if there is a disposal or exercise of the right before such time (if any) as a
certificate of deposit is issued in respect of it, section 56(2) shall apply to it
by virtue of this paragraph.

(3) In the application of section 56 by virtue of this section—

(a) subsection (2) shall have effect as if the words from “(whether” to “person)”
read “(whether by the person originally entitled to the right or by some other
person)”, and

(b) subsection (3) shall have effect as if the words “stated in a certificate of
deposit” read “under an arrangement”.

(4) In this section “certificate of deposit” has the meaning given by section 56(5).]

Textual Amendments
F176 S. 56A inserted (with application in relation to arrangements made after 16.7.1992) by Finance (No. 2)
Act 1992 (c. 48), s. 34, Sch. 8 paras.1, 6.

57 Deep discount securities.

Textual Amendments
F177 S. 57 repealed (with effect in accordance with s. 105(1) of the repealing Act) by Finance Act 1996
(c. 8), Sch. 41 Pt. 5(3), Note

58 Foreign pensions.

(1) ™*°A pension which—
(a) is paid by or on behalf of a person outside the United Kingdom, and
(b) is not charged under paragraph 4 of Schedule E,
shall be charged to tax under Case V of Schedule D.

(2) Where—
(a) aperson has ceased to hold any office or employment, and
(b) apension or annual payment is paid to him, or to his widow or child or to any
relative or dependant of his, by the person under whom he held the office or
by whom he was employed, or by the successors of that person, and

(c) that pension or annual payment is paid by or on behalf of a person outside
the United Kingdom,

then, notwithstanding that the pension or payment is paid voluntarily, or is capable of
being discontinued, it shall be deemed to be income for the purposes of assessment to
tax and shall be assessed and charged to tax under Case V of Schedule D as income
from a pension.

Marginal Citations
M96 SOURCE-1970s. 113
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59 Persons chargeable.

(1) ™Subject to subsections (2) and (3) below, income tax under Schedule D shall be
charged on and paid by the persons receiving or entitled to the income in respect of
which the tax is directed by the Income Tax Acts to be charged.

(2) Income tax to be charged under Schedule D in respect of any of the concerns
mentioned in section 55 shall be assessed and charged on the person carrying on the
concern, or on the agents or other officers who have the direction or management of
the concern or receive the profits thereof.

(3) Where, in accordance with that section, income tax is charged under Schedule D on the
profits of markets or fairs, or on tolls, fisheries or any other annual or casual profits not
distrainable, the owner or occupier or receiver of the profits thereof shall be answerable
for the tax so charged, and may retain and deduct the same out of any such profits.

(4) Subsections (1) to (3) above shall not apply for the purposes of corporation tax.

Marginal Citations
M97 SOURCE-1970 S. 114

CHAPTER 11

INCOME TAX: BASIS OF ASSESSMENT ETC.
Cases [ and 11

F1 .
['7®60 Assessment on current year basis.

(1) Subject to subsection (2) below and section 63A, income tax shall be charged under
Cases I and II of Schedule D on the full amount of the ['"profits] of the year of
assessment.

(2) Where, in the case of a trade, profession or vocation, a basis period for the year of
assessment is given by subsection (3) below or sections 61 to 63, the [*'"profits] of
that period shall be taken to be the ['"’profits] of the year.

(3) Subject to sections 61 to 63, the basis period for a year of assessment is as follows—
(a) ifthe year is the first year of assessment in which there is an accounting date
which falls not less than 12 months after the commencement date, the period
of 12 months ending with that accounting date; and
(b) if there is a basis period for the immediately preceding year and that basis
period is not given by section 61, the period of 12 months beginning
immediately after the end of that basis period.

(4) In the case of a person who, if he had not died, would under the provisions of this
section and sections 61 to 63A have become chargeable to income tax for any year,
the tax which would have been so chargeable—

(a) shall be assessed and charged on his personal representatives, and
(b) shall be a debt due from and payable out of his estate.
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(5) In this section and sections 61 to 63—

“accounting date”, in relation to a year of assessment, means a date in the
year to which accounts are made up or, where there are two or more such
dates, the latest of those dates;

“the commencement date” and ‘“the commencement year” mean
respectively the date on which and the year of assessment in which the trade,
profession or vocation is set up and commenced.]

Textual Amendments
F178 S. 60 substituted (with effect in accordance with s. 218 of the amending Act) by Finance Act 1994
(c.9),s. 200 (with Sch. 20)
F179 Words in s. 60(1)(2) substituted (31.7.1998) by Finance Act 1998 (c. 36), s. 46(3)(a)(b), Sch. 7 para. 1

Modifications etc. (not altering text)
C95 S.60(2)-(5) excluded (1.12.1997 with effect in accordance with reg. 1 of the excluding S.I.) by The
Lloyd's Underwriters (Scottish Limited Partnerships) (Tax) Regulations 1997 (S.I. 1997/2681), reg.

6(1)(a)

[F*°61 Basis of assessment at commencement.

(1) Notwithstanding anything in section 60, where the year of assessment is the
commencement year, the computation of the [F**'profits] chargeable to income tax
under Case I or IT of Schedule D shall be made on the [*"*'profits] arising in the year.

(2) Subject to section 63, where the year of assessment is the year next following the
commencement year and—
(a) there is an accounting date in the year and the period beginning with the
commencement date and ending with the accounting date is a period of less
than 12 months; or

(b) the basis period for the year would, apart from this subsection, be given by
section 62(2) and the period beginning with the commencement date and
ending with the new date in the year is a period of less than 12 months,

the basis period for the year is the period of 12 months beginning with the
commencement date.

(3) In this section “the new date” has the same meaning as in section 62.]

Textual Amendments
F180 S. 61 substituted (with effect in accordance with s. 218 of the amending Act) by Finance Act 1994
(c.9),s. 201 (with Sch. 20)
F181 Words in s. 61(1) substituted (31.7.1998) by Finance Act 1998 (c. 36), s. 46(3)(a)(b), Sch. 7 para. 1

Modifications etc. (not altering text)
C96 Ss. 61-63A excluded (1.12.1997 with effect in accordance with reg. 1 of the excluding S.I.) by The
Lloyd's Underwriters (Scottish Limited Partnerships) (Tax) Regulations 1997 (S.I. 1997/2681), reg.

6(1)(a)


http://www.legislation.gov.uk/id/ukpga/1988/1/section/60
http://www.legislation.gov.uk/id/ukpga/1994/9/section/218
http://www.legislation.gov.uk/id/ukpga/1994/9
http://www.legislation.gov.uk/id/ukpga/1994/9
http://www.legislation.gov.uk/id/ukpga/1994/9/section/200
http://www.legislation.gov.uk/id/ukpga/1994/9/schedule/20
http://www.legislation.gov.uk/id/ukpga/1988/1/section/60/1/2
http://www.legislation.gov.uk/id/ukpga/1998/36
http://www.legislation.gov.uk/id/ukpga/1998/36/section/46/3/a/b
http://www.legislation.gov.uk/id/ukpga/1998/36/schedule/7/paragraph/1
http://www.legislation.gov.uk/id/ukpga/1988/1/section/60/2
http://www.legislation.gov.uk/id/uksi/1997/2681
http://www.legislation.gov.uk/id/uksi/1997/2681
http://www.legislation.gov.uk/id/uksi/1997/2681/regulation/6/1/a
http://www.legislation.gov.uk/id/uksi/1997/2681/regulation/6/1/a
http://www.legislation.gov.uk/id/ukpga/1988/1/section/61
http://www.legislation.gov.uk/id/ukpga/1994/9/section/218
http://www.legislation.gov.uk/id/ukpga/1994/9
http://www.legislation.gov.uk/id/ukpga/1994/9
http://www.legislation.gov.uk/id/ukpga/1994/9/section/201
http://www.legislation.gov.uk/id/ukpga/1994/9/schedule/20
http://www.legislation.gov.uk/id/ukpga/1988/1/section/61/1
http://www.legislation.gov.uk/id/ukpga/1998/36
http://www.legislation.gov.uk/id/ukpga/1998/36/section/46/3/a/b
http://www.legislation.gov.uk/id/ukpga/1998/36/schedule/7/paragraph/1
http://www.legislation.gov.uk/id/ukpga/1988/1/section/61
http://www.legislation.gov.uk/id/uksi/1997/2681
http://www.legislation.gov.uk/id/uksi/1997/2681
http://www.legislation.gov.uk/id/uksi/1997/2681/regulation/6/1/a
http://www.legislation.gov.uk/id/uksi/1997/2681/regulation/6/1/a

86 Income and Corporation Taxes Act 1988 (c. 1)
PART IV — PROVISIONS RELATING TO THE SCHEDULE D CHARGE
CHAPTER II — INCOME TAX: BASIS OF ASSESSMENT ETC.
Document Generated: 2024-07-23
Status: Point in time view as at 25/02/1999. This version of this Act contains provisions that are not valid for this point in time.
Changes to legislation: Income and Corporation Taxes Act 1988 is up to date with all changes known to be in
force on or before 23 July 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)

[*262 Change of basis period.

(1) Subsection (2) below applies where, in the case of a trade, profession or vocation—
(a) an accounting change, that is, a change from one accounting date (“the old
date”) to another (“the new date”), is made or treated as made in a year of
assessment; and

(b) either section 62A applies or the year of assessment is the year next following
or next but one following the commencement year.

(2) The basis period for the year of assessment is as follows—

(a) ifthe year is the year next following the commencement year or the relevant
period is a period of less than 12 months, the period of 12 months ending with
the new date in the year; and

(b) if the relevant period is a period of more than 12 months, that period;

and in this subsection “the relevant period” means the period beginning immediately
after the end of the basis period for the preceding year and ending with the new date
in the year.

(3) Where subsection (2) above does not apply as respects an accounting change made or
treated as made in a year of assessment (“the first year”), this section and section 62A
shall have effect in relation to the next following year (“the second year”) as if the
change had not been made or treated as made.

(4) As a consequence of subsection (3) above—

(a) anaccounting change shall be treated as made in the second year if the date or,
as the case may be, the latest date in that year to which accounts are made up
is a date other than the date of the end of the basis period for the first year; and

(b) no such change shall be treated as made in the second year if that date is the
date of the end of that period.

(5) For the purposes of this section an accounting change is made in the first year of
assessment in which accounts are not made up to the old date, or accounts are made
up to the new date, or both.]

Textual Amendments
F182 S. 62 substituted (with effect in accordance with s. 218 of the amending Act) by Finance Act 1994
(c. 9), s. 202 (with Sch. 20)

Modifications etc. (not altering text)
C97 Ss. 61-63A excluded (1.12.1997 with effect in accordance with reg. 1 of the excluding S.I.) by The
Lloyd's Underwriters (Scottish Limited Partnerships) (Tax) Regulations 1997 (S.I. 1997/2681), reg.
6(1)(a)

["®*62A Conditions for such a change.

(1) This section applies in relation to an accounting change if the following are fulfilled,
namely—

(a) the first and second conditions mentioned below, and
(b) either the third or the fourth condition so mentioned.
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(2) The first condition is that the first accounting period ending with the new date does
not exceed 18 months.

(3) The second condition is
[F™®(a) in the case of a trade, profession or vocation carried on by an individual, that
notice of the accounting change is given to an officer of the Board in a return
under section 8 of the Management Act on or before the day on which that
return is required to be made and delivered under that section;

(b) in the case of a trade, profession or vocation carried on by persons in
partnership, that notice of the accounting change is given to an officer of the
Board in a return under section 12A A of that Act on or before the day specified
in relation to that return under subsection (2) or (3) of that section.]

(4) The third condition is that no accounting change as respects which section 62(2)
has applied has been made or treated as made in any of the five years immediately
preceding the year of assessment.

(5) The fourth condition is that—

(a) the notice required by the second condition sets out the reasons for which the
change is made; and

(b) either the officer is satisfied that the change is made for bona fide commercial
reasons or he does not, within 60 days of receiving the notice, give notice
to the person carrying on the trade, profession or vocation that he is not so
satisfied.

(6) An appeal may be brought against the giving of a notice under subsection (5)(b) above
within the period of 30 days beginning with the date on which the notice is given.

(7) Subject to subsection (8) below, the provisions of the Management Act relating to
appeals shall have effect in relation to an appeal under subsection (6) above as they
have effect in relation to an appeal against an assessment to tax.

(8) On an appeal under subsection (6) above section 50(6) to (8) of the Management Act
shall not apply but the Commissioners may—
(a) ifthey are satisfied that the change is made for bona fide commercial reasons,
set the notice under subsection (5)(b) above aside; or
(b) ifthey are not so satisfied, confirm that notice.

(9) Obtaining a tax advantage shall not be regarded as a bona fide commercial reason for
the purposes of subsections (5) and (8) above.

(10) In this section—
(a) “accounting period” means a period for which accounts are made up, and

(b) expressions which are also used in section 62 have the same meanings as in
that section.]

Textual Amendments
F183 S. 62A inserted (with effect in accordance with s. 218 of the amending Act) by Finance Act 1994
(c.9),s. 203 (with Sch. 20)
F184 Words in. s. 62A(3) substituted (with effect in accordance with s. 135(2) of the amending Act) by
Finance Act 1996 (c. 8), s. 135(1), Sch. 21 para. 1
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Modifications etc. (not altering text)
C98 Ss. 61-63A excluded (1.12.1997 with effect in accordance with reg. 1 of the excluding S.I.) by The
Lloyd's Underwriters (Scottish Limited Partnerships) (Tax) Regulations 1997 (S.I. 1997/2681), reg.

6(1)(a)

[F*%63 Basis of assessment on discontinuance.

Where a trade, profession or vocation is permanently discontinued in a year of
assessment other than the commencement year, the basis period for the year shall be
the period beginning—
(a) where the year is the year next following the commencement year,
immediately after the end of the commencement year, and
(b) in any other case, immediately after the end of the basis period for the
preceding year of assessment,
and (in either case) ending with the date on which the trade, profession or vocation
is permanently discontinued.]

Textual Amendments
F185 S. 63 substituted (with effect in accordance with s. 218 of the amending Act) by Finance Act 1994
(c.9), s. 204 (with Sch. 20)

Modifications etc. (not altering text)
C99 Ss. 61-63A excluded (1.12.1997 with effect in accordance with reg. 1 of the excluding S.I.) by The
Lloyd's Underwriters (Scottish Limited Partnerships) (Tax) Regulations 1997 (S.I. 1997/2681), reg.

6(1)(a)

[F'**63A Overlap profits and overlap losses.

(1) Where, in the case of any trade, profession or vocation, the basis period for a year
of assessment is given by section 62(2)(b), a deduction shall be made in computing
the [""*profits] of that year of an amount equal to that. given by the formula in
subsection (2) below.

(2) The formula referred to in subsection (1) above is—

B—-C

AX

where—

A =the aggregate of any overlap profits less the aggregate of any amounts previously
deducted under subsection (1) above;

B = the number of days in the basis period;

C = the number of days in the year of assessment;
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D = the aggregate of the overlap periods of any overlap profits less the aggregate
number of days given by the variable “B — C” in any previous applications of this
subsection.

(3) Where, in the case of any trade, profession or vocation, the basis period for a year
of assessment is given by section 63, a deduction shall be made in computing the
[F"*profits] of that year of an amount equal to—

(a) the aggregate of any overlap profits, less
(b) the aggregate of any amounts deducted under subsection (1) above.

(4) Where, in the case of any trade, profession or vocation, an amount of a loss would,
apart from this subsection, fall to be included in the computations for two successive
years of assessment, that amount shall not be included in the computation for the
second of those years.

(5) In this section—

“overlap profit” means an amount of [ 'profits] which, by virtue of
sections 60 to 62, is included in the computations for two successive years
of assessment; and

“overlap period”, in relation to an overlap profit, means the number of days
in the period in which the overlap profit arose.]

F187

Textual Amendments
F186 S. 63A inserted (with effect in accordance with s. 218 of the amending Act) by Finance Act 1994
(c.9), s. 205 (with Sch. 20)
F187 Words in s. 63A(1)(3)(5) substituted (31.7.1998) by Finance Act 1998 (c. 36), s. 46(3)(a)(b), Sch. 7
para. 1

Modifications etc. (not altering text)
C100 Ss. 61-63A excluded (1.12.1997 with effect in accordance with reg. 1 of the excluding S.1.) by The
Lloyd's Underwriters (Scottish Limited Partnerships) (Tax) Regulations 1997 (S.I. 1997/2681), reg.

6(1)(a)

Cases III, IV and V

[F**64 Case III assessments.

Income tax under Case III of Schedule D shall be computed on the full amount of the
income arising within the year of assessment, and shall be paid on the actual amount
of that income, without any deduction.]

Textual Amendments
F188 S. 64 substituted (with effect in accordance with s. 218 of the amending Act) by Finance Act 1994
(c.9),s. 206 (with Sch. 20)
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65 Cases IV and V assessments: general.

(1) ™®subject to the provisions of this section "', . . | income tax chargeable under Case

IV or Case V of Schedule D shall be computed on the full amount of the income arising
in "% the year of assessment, whether the income has been or will be received in
the United Kingdom or not, subject in the case of income not received in the United
Kingdom—

(a) to the same deductions and allowances as if it had been so received, and

(b) to a deduction on account of any annuity or other annual payment (not being
interest) payable out of the income to a person not resident in the United
Kingdom.

(2) ™ Subject to section 330, income tax chargeable under Case IV or V of Schedule D
on income arising from any pension shall be computed on the amount of that income
subject to a deduction of one-tenth of the amount of the income.

[Fh0A)
@B) ]

(3) M*"Income tax chargeable under Case IV or V of Schedule D on income which is
immediately derived by a person from the carrying on by him of any trade, profession
or vocation either solely or in partnership shall be computed in accordance with the
rules applicable to Cases I and II of Schedule D ["**(including sections 60 to 63A and
113)]; and subsection (1)(a) above shall not apply.

F193

(4) [**™M"Subsections (1) to (3)] above [**and section 65A below] shall not apply to
any person who [*"**makes a claim to the Board stating] that he is not domiciled in the
United Kingdom, or that, being a Commonwealth citizen or a citizen of the Republic
of Ireland, he is not ordinarily resident in the United Kingdom.

(5) ™M*”Where subsection (4) above applies the tax shall, ™'’ . ., be computed—

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

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

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

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

(b) any debt for money lent to him outside the United Kingdom and received in
or brought to the United Kingdom, or
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(c) any debt incurred for satisfying in whole or in part a debt falling within
paragraph (a) or (b) above,
shall be treated as received by him in the United Kingdom (and, for the purposes
of subsection (5)(b) above, as so received from remittances payable in the United
Kingdom).

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

(8) Where—
(a) aperson (“the borrower”) is indebted for money lent to him, and

(b) income is applied by him in such a way that the money or property
representing it is held by the lender on behalf of or to the account of the
borrower in such circumstances as to be available to the lender for the purpose
of satisfying or reducing the debt by set-off or otherwise,

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

(9) For the purposes of subsections (6) to (8) above—

(a) adebt for money lent shall, to the extent to which that money is applied in or
towards satisfying another debt, be deemed to be a debt incurred for satisfying
that other debt, and a debt incurred for satisfying in whole or in part a debt
falling within paragraph (c) of subsection (6) above shall itself be treated as
falling within that paragraph; and

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

Textual Amendments

F189 Words in s. 65(1) repealed (with effect in accordance with s. 218(1) of the repealing Act) by Finance
Act 1994 (c. 9), ss. 207(1), 258, Sch. 26 Pt. 5(24), Note 7 (with Sch. 20)

F190 S. 65(2A)(2B) inserted (with effect in accordance with s. 41(5)-(10) of the amending Act) by Finance
Act 1995 (c. 4), s. 41(1)

F191 S. 65(2A)(2B) repealed (with effect in accordance with s. 38(2)(3) of the repealing Act) by Finance
Act 1998 (c. 36), Sch. 5 para. 23(a), Sch. 27 Pt. 3(4), Note (with Sch. 5 para. 73)

F192 Words in s. 65(3) inserted (with effect in accordance with ss. 207(6) and 218 of the amending Act) by
Finance Act 1994 (c. 9), s. 207(2)(a) (with Sch. 20)

F193 Words in s. 65(3) repealed (with effect in accordance with ss. 207(6) and 218(1)(b) of the repealing
Act) by Finance Act 1994 (c. 9), ss. 207(2)(b), 258, Sch. 26 Pt. 5(24), Note 1 (with Sch. 20)

F194 Words in s. 65(4) substituted (with effect in accordance with s. 41(5)-(10) of the amending Act) by
Finance Act 1995 (c. 4), s. 41(1)

F195 Words in s. 65(4) inserted (with effect in accordance with s. 38(2)(3) of the amending Act) by Finance
Act 1998 (c. 36), s. 38(1), Sch. 5 para. 23(b) (with Sch. 5 para. 73)
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F196 Words in s. 65(4) substituted (with effect in accordance with s. 134(2) of the amending Act) by
Finance Act 1996 (c. 8), s. 134(1), Sch. 20 para. 3

F197 Words in s. 65(5) repealed (with effect in accordance with s. 218(1) of the repealing Act) by Finance
Act 1994 (c. 9), ss. 207(3), 258, Sch. 26 Pt. 5(24), Note 7 (with Sch. 20)

F198 Words in s. 65(5)(b) substituted (31.7.1998) by Finance Act 1998 (c. 36), s. 46(3)(a)(b), Sch. 7 para. 1

Modifications etc. (not altering text)

C101 See 1990 s.56and Sch.10 para.12(4)—tax on income in respect of chargeable securities on income of
year of assessment.

C102 See—1979(C) s.14(2)—capital gains tax on gains applied outside the United Kingdom in payment of
certain debts. 1989 s.94and Sch.11 paras.5, 13—deep gain securities.

C103 See 1988(F) s.38(9)—no deduction under s.65(1)(b)on account of a payment to which s.38
(maintenance payments)applies.

C104 S. 65(6)-(9) applied (6.3.1992 with effect as mentioned in s. 289(1)(2) of the amending Act) by
Taxation of Chargeable Gains Act 1992 (c. 12), ss. 12(2), 289 (with ss. 60, 101(1), 171, 201(3)).

Marginal Citations
M98 SOURCE-1970 s. 122(1)(a), (b)
M99 SOURCE-1974 S. 22(1)
M100 SOURCE-1974 s. 23(1), 6(b)
M101 SOURCE-1970 s. 122(2)(a)
M102 SOURCE-1970 s. 122(3)—~(7)

[F’["*"€3ase V income from land outside UK: income tax.
(1) This section applies where a person is chargeable to income tax under Case V of
Schedule D in respect of income which—
(a) arises from a business carried on for the exploitation, as a source of rents or
other receipts, of any estate, interest or rights in or over land outside the United
Kingdom, and
(b) is not income to which section 65(3) applies (income immediately derived
from carrying on a trade, profession or vocation).

(2) The provisions of Schedule A apply to determine whether income falls within
subsection (1)(a) above as they would apply to determine whether the income fell
within paragraph 1(1) of that Schedule if—

(a) the land in question were in the United Kingdom, or

(b) a caravan or houseboat which is to be used at a location outside the United
Kingdom were to be used at a location in the United Kingdom.

(3) Any provision of the Taxes Acts which deems there to be a Schedule A business in the
case of land in the United Kingdom applies where the corresponding circumstances
arise with respect to land outside the United Kingdom so as to deem there to be a
business within subsection (1)(a) above.

(4) All businesses and transactions carried on or entered into by a particular person or
partnership, so far as they are businesses or transactions the income from which is
chargeable to tax under Case V of Schedule D in accordance with this section, are
treated for the purposes of the charge to tax under Case V as, or as entered into in the
course of carrying on, a single business (an “overseas property business").
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(5) The income from an overseas property business shall be computed for the purposes
of Case V of Schedule D in accordance with the rules applicable to the computation
of the profits of a Schedule A business.

Those rules apply separately in relation to—
(a) an overseas property business, and
(b) any actual Schedule A business of the person chargeable,
as if each were the only Schedule A business carried on by that person.

(6) Sections 80 and 81 (expenses in connection with foreign trades and travel between
trades etc.) do not apply in relation to the computation of the profits of an overseas
property business.

(7) Sections 503 and 504 of this Act and section 29 of the 1990 Act (provisions relating to
furnished holiday accommodation) do not apply to the profits or losses of an overseas
property business.

(8) Where under this section rules expressed by reference to domestic concepts of law
apply in relation to land outside the United Kingdom, they shall be interpreted so as to
produce the result that most closely corresponds with the result produced for Schedule
A purposes in relation to land in the United Kingdom.]]

Textual Amendments
F199 S. 65A substituted (with effect in accordance with s. 38(2)(3) of the amending Act) by Finance Act
1998 (c. 36), s. 38(1), Sch. 5 para. 24 (with Sch. 5 para. 73)
F200 S. 65A inserted (with effect in accordance with s. 41(5)-(10) of the amending Act) by Finance Act
1995 (c. 4), s. 41(2)

66 Special rules for fresh income.

Textual Amendments
F201 S. 66 repealed (with effect in accordance with s. 218(1) of the repealing Act) by Finance Act 1994
(c.9), ss. 207(4), 258, Sch. 26 Pt. 5(24), Note 7 (with Sch. 20)

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

Textual Amendments
F202 S. 67 repealed (with effect in accordance with s. 218(1) of the repealing Act) by Finance Act 1994
(c.9), ss. 207(4), 258, Sch. 26 Pt. 5(24), Note 7 (with Sch. 20)
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68 Special rules where property etc. situated in Republic of Ireland.

(1) M*Notwithstanding anything in [***section 65], but subject to the provisions of this

section, income tax chargeable under Case IV or V of Schedule D shall, in the case of
property situated and ["**profits] arising in the Republic of Ireland, be computed on
the full amount of the income arising in the year of assessment, whether the income has
been or will be received in the United Kingdom or not, subject in the case of income
not received in the United Kingdom—

(a) to the same deductions and allowances as if it had been so received; and

(b) to a deduction on account of any annuity or other annual payment (not being
interest) payable out of the income to a person not resident in the United
Kingdom.

(2) Subsection (1) above shall not apply—

(a) toany income which is immediately derived by a person from the carrying on
by him of any trade, profession or vocation, either solely or in partnership; or

(b) to any income which arises from any pension.

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

(a) on the full amount thereof arising in the year of assessment; or

(b) onthe full amount thereof on an average of such period as the case may require
and as may be directed by the inspector;

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

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

["**(3A) The fact that the allocations of shares in the company to which persons who are not

directors or employees of the company are entitled are smaller than those to which
directors or employees of the company are entitled shall not be regarded for the
purposes of subsection (2)(b) above as meaning that they are not entitled on similar
terms if—

(a) each of the first-mentioned persons is also entitled, by reason of his office
or employment and in priority to members of the public, to an allocation of
shares in another company or companies which are offered to the public (at a
fixed rate or by tender) at the same time as the shares in the company, and

(b) in the case of each of those persons the aggregate value (measured by
reference to the fixed price or the lowest price successfully tendered) of all
the shares included in the allocations to which he is entitled is the same, or
as nearly the same as is reasonably practicable, as that of the shares in the
company included in the entitlement of a comparable director or employee of
the company.]

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

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

Textual Amendments
F203 Words in s. 68(1) substituted (with effect in accordance with s. 218 of the amending Act) by Finance
Act 1994 (c. 9), s. 207(5) (with Sch. 20)
F204 Words in s. 68(1) substituted (31.7.1998) by Finance Act 1998 (c. 36), s. 46(3)(a)(b), Sch. 7 para. 1
F205 1990 s.79in relation to offers made on or after 26July 1990.

Marginal Citations
M103 SOURCE-1970 Sch. 12 Pt. IIT 2; 1976 s. 49(4), (6)

VALID FROM 06/04/2003

[**°68A Share incentive plans: application of section 68B

(1) Section 68B applies for income tax purposes in connection with shares awarded
under an approved share incentive plan.

(2) But that section does not apply to an individual if, at the time of the award of shares
in question—
(a) the earnings from the eligible employment are not (or would not be if there
were any) general earnings to which any of the charging provisions of
Chapter 4 or 5 of Part 2 of ITEPA 2003 apply, or
(b) inthe case of an award made before 6th April 2003, he was not chargeable to
tax under Schedule E in respect of the employment by reference to which he
met the requirement of paragraph 14 of Schedule 8 to the Finance Act 2000
(employee share ownership plans: the employment requirement) in relation
to the plan.

(3) For the purposes of subsection (2)(a)—
(a) “the eligible employment” means the employment which results in the
individual meeting the employment requirement in relation to the plan, and
(b) the reference to any of the charging provisions of Chapter 4 or 5 of Part 2

of ITEPA 2003 has the same meaning as it has in the employment income
Parts of that Act (see sections 14(3) and 20(3) of that Act).]

Textual Amendments
F206 Ss. 68A-68C inserted (6.4.2003 with effect in accordance with s. 723(1) of the amending Act) by
Income Tax (Earnings and Pensions) Act 2003 (c. 1), Sch. 6 para. 10 (with Sch. 7)
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Modifications etc. (not altering text)
C105 Ss. 68A-68C applied (6.4.2003 with effect in accordance with s. 723(1) of the affecting Act) by
Income Tax (Earnings and Pensions) Act 2003 (c. 1), Sch. 2 para. 87 (with Sch. 7)

VALID FROM 06/04/2003

[F**°68B Share incentive plans: cash dividends and dividend shares

(1) Where a cash dividend is paid over to a participant under paragraph 68(4) of
Schedule 2 to ITEPA 2003 (cash dividend paid over if not reinvested), the participant
is chargeable to tax on the amount paid over, to the extent that it represents a foreign
cash dividend, under Case V of Schedule D for the year of assessment in which the
dividend is paid over to the participant.

(2) If dividend shares cease to be subject to the plan before the end of the period of three
years beginning with the date on which the shares were acquired on the participant’s
behalf, the participant is chargeable to tax on the amount of the relevant dividend, to
the extent that it represents a foreign cash dividend, under Case V of Schedule D for
the year of assessment in which the shares cease to be subject to the plan.

For this purpose “the relevant dividend” is the cash dividend applied to acquire those
shares on the participant’s behalf.

(3) Where the participant is charged to tax under subsection (2) the tax due shall be
reduced by the amount or aggregate amount of any tax paid on any capital receipts
under section 501 of ITEPA 2003 in respect of those shares.

(4) Subsection (2) has effect subject to section 498 of that Act (no charge on shares
ceasing to be subject to plan in certain circumstances).|

Textual Amendments
F206 Ss. 68A-68C inserted (6.4.2003 with effect in accordance with s. 723(1) of the amending Act) by
Income Tax (Earnings and Pensions) Act 2003 (c. 1), Sch. 6 para. 10 (with Sch. 7)

Modifications etc. (not altering text)
C106 Ss. 68A-68C applied (6.4.2003 with effect in accordance with s. 723(1) of the affecting Act) by
Income Tax (Earnings and Pensions) Act 2003 (c. 1), Sch. 2 para. 87 (with Sch. 7)

VALID FROM 06/04/2003

[?*68C Share incentive plans: interpretation

(1) Sections 68A and 68B and this section form part of the SIP code (see section 488 of
ITEPA 2003 (approved share incentive plans)).

(2) Accordingly, expressions used in those sections and contained in the index at the
end of Schedule 2 to that Act (approved share incentive plans) have the meaning
indicated by that index.
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(3) In section 68B, “foreign cash dividend” means a cash dividend paid in respect of
plan shares in a company not resident in the United Kingdom.]

Textual Amendments
F206 Ss. 68A-68C inserted (6.4.2003 with effect in accordance with s. 723(1) of the amending Act) by
Income Tax (Earnings and Pensions) Act 2003 (c. 1), Sch. 6 para. 10 (with Sch. 7)

Modifications etc. (not altering text)
C107 Ss. 68A-68C applied (6.4.2003 with effect in accordance with s. 723(1) of the affecting Act) by
Income Tax (Earnings and Pensions) Act 2003 (c. 1), Sch. 2 para. 87 (with Sch. 7)

Case VI

[*69 Case VI assessments.

Income tax under Case VI of Schedule D shall be computed on the full amount of the
profits or gains arising in the year of assessment.]

Textual Amendments
F207 S. 69 substituted (with effect in accordance with s. 218 of the amending Act) by Finance Act 1994
(c. 9), s. 208 (with Sch. 20)

CHAPTER III

CORPORATION TAX: BASIS OF ASSESSMENT ETC

70 Basis of assessment etc.

(1) ™*In accordance with sections 6 to 12 and 337 to 344, for the purposes of corporation
tax for any accounting period income shall be computed under Cases I to VI of
Schedule D on the full amount of the profits or gains or income arising in the period
(whether or not received in or transmitted to the United Kingdom), without any other
deduction than is authorised by the Corporation Tax Acts.

(2) M*Where a company is chargeable to corporation tax in respect of a trade or vocation
under Case V of Schedule D, the income from the trade or vocation shall be computed
in accordance with the rules applicable to Case I of Schedule D.

(3) [*"*™'%Cases Il and V] of Schedule D shall for the purposes of corporation tax extend
to companies not resident in the United Kingdom, so far as those companies are
chargeable to tax on income of descriptions which, in the case of companies resident in
the United Kingdom, fall within those Cases (but without prejudice to any provision of
the Tax Acts specially exempting non-residents from tax on any particular description
of income).
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Textual Amendments
F208 Words in s. 70(3) substituted (with effect in accordance with s. 105(1) of the amending Act) by
Finance Act 1996 (c. 8), Sch. 14 para. 7 (with Sch. 15)

Modifications etc. (not altering text)
C108 S. 70 excluded (with application in accordance with s. 65(1)(3)(4) of the excluding Act) by Finance
Act 2002 (c. 23), s. 65(2)(a)

Marginal Citations
M104 SOURCE-1970 s. 129(1)
M105 SOURCE-1970 s. 129(4)
M106 SOURCE-1970 s. 129(5)

[*70A Case V income from land outside UK: corporation tax.

(1) This section applies where a company is chargeable to corporation tax under Case V
of Schedule D in respect of income which—
(a) arises from a business carried on for the exploitation, as a source of rents or
other receipts, of any estate, interest or rights in or over land outside the United
Kingdom, and
(b) isnotincome to which section 70(2) applies (income from a trade or vocation).

(2) The provisions of Schedule A apply to determine whether income falls within
subsection (1)(a) above as they would apply to determine whether the income fell
within paragraph 1(1) of that Schedule if—

(a) the land in question were in the United Kingdom, or

(b) a caravan or houseboat which is to be used at a location outside the United
Kingdom were to be used at a location in the United Kingdom.

(3) Any provision of the Taxes Acts which deems there to be a Schedule A business in the
case of land in the United Kingdom applies where the corresponding circumstances
arise with respect to land outside the United Kingdom so as to deem there to be a
business within subsection (1)(a) above.

(4) All businesses and transactions carried on or entered into by a particular company or
partnership, so far as they are businesses or transactions the income from which is
chargeable to tax under Case V of Schedule D in accordance with this section, are
treated for the purposes of the charge to tax under Case V as, or as entered into in the
course of carrying on, a single business (an “overseas property business").

(5) The income from an overseas property business shall be computed for the purposes
of Case V of Schedule D in accordance with the rules applicable to the computation
of the profits of a Schedule A business.

Those rules apply separately in relation to—
(a) an overseas property business, and
(b) any actual Schedule A business of the company chargeable,
as if each were the only Schedule A business carried on by that company.
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(6) Sections 503 and 504 of this Act and section 29 of the 1990 Act (provisions relating to
furnished holiday accommodation) do not apply to the profits or losses of an overseas
property business.

(7) Where under this section rules expressed by reference to domestic concepts of law
apply in relation to land outside the United Kingdom, they shall be interpreted so as to
produce the result that most closely corresponds with the result produced for Schedule
A purposes in relation to land in the United Kingdom.]

Textual Amendments
F209 S. 70A inserted (with effect in accordance with s. 38(2)(3) of the amending Act) by Finance Act 1998
(c. 36), s. 38(1), Sch. 5 para. 25 (with Sch. 5 para. 73)

CHAPTER IV

PROVISIONS SUPPLEMENTARY TO CHAPTERS II AND III

71 Computation of income tax where no profits in year of assessment.

MI%Where it is provided by the Income Tax Acts that income tax under Schedule
D in respect of profits or gains or income from any source is to be computed by
reference to the amount of the profits or gains or income of some period preceding the
year of assessment, tax as so computed shall be charged for that year of assessment
notwithstanding that no profits or gains or income arise from that source for or within
that year.

Marginal Citations
M107 SOURCE-1970s. 126

72 Apportionments etc. for purposes of Cases I, II and VI.

(1) ™*®Where in the case of any profits or gains chargeable under Case I, II or VI
of Schedule D it is necessary in order to arrive for the purposes of income tax or
corporation tax at the profits or gains or losses of any year of assessment, accounting
period or other period, to divide and apportion to specific periods the profits or gains
or losses for any period for which the accounts have been made up, or to aggregate
any such profits, gains or losses or any apportioned parts thereof, it shall be lawful to
make such a division and apportionment or aggregation.

(2) ™ Any apportionment under this section shall be made in proportion to the number
of [*"*days] in the respective periods.

Textual Amendments
F210 Word in s. 72(2) substituted (1.5.1995) by Finance Act 1995 (c. 4), s. 121
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Modifications etc. (not altering text)
C109 See S.1. 1987 No. 530 (in Part III Vol. 5) regn. 16—payments attributable to non-resident entertainers
and sportsmen.

Marginal Citations
M108 SOURCE-1970 ss. 127(1), 129(2)
M109 SOURCE-1970's. 127(2), 527(4)

73 Single assessments for purposes of Cases III, IV and V.

Textual Amendments
F211 S. 73 repealed (with effect in accordance with s. 103(7) of the repealing Act) by Finance Act 1995
(c. 4), ss. 115(09), 162, Sch. 29 Pt. 8(14), Note 2

CHAPTER V

COMPUTATIONAL PROVISIONS

Modifications etc. (not altering text)
C110 See—1979(C) s.122—election to take capital gain or loss into account when asset appropriated

to stock in trade.1989 ss.67-714—employee share ownership trusts.Banking Act 1987 (c.22)

s.66—contributions to the Deposit Protection Fund.

Deductions

74 General rules as to deductions not allowable.

[22(1)] ™"°Subject to the provisions of the Tax Acts, in computing the amount of the

[F21

*profits] to be charged under Case I or Case II of Schedule D, no sum shall be

deducted in respect of—

(a)
(b)

(©)

(d)

any disbursements or expenses, not being money wholly and exclusively laid
out or expended for the purposes of the trade, profession or vocation;

any disbursements or expenses of maintenance of the parties, their families
or establishments, or any sums expended for any other domestic or private
purposes distinct from the purposes of the trade, profession or vocation;

the rent of the whole or any part of any dwelling-house or domestic offices,
except any such part as is used for the purposes of the trade, profession or
vocation, and where any such part is so used, the sum so deducted shall
not, unless in any particular case it appears that having regard to all the
circumstances some greater sum ought to be deducted, exceed two-thirds of
the rent bona fide paid for that dwelling-house or those offices;

any sum expended for repairs of premises occupied, or for the supply,
repairs or alterations of any implements, utensils or articles employed, for
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the purposes of the trade, profession or vocation, beyond the sum actually
expended for those purposes;
(e) any loss not connected with or arising out of the trade, profession or vocation;
(f) any capital withdrawn from, or any sum employed or intended to be employed
as capital in, the trade, profession or vocation, but so that this paragraph shall
not be treated as disallowing the deduction of any interest;
(g) any capital employed in improvements of premises occupied for the purposes
of the trade, profession or vocation;
(h) any interest which might have been made if any such sums as aforesaid had
been laid out at interest;
["(G) any debts except—
(i) a bad debt . . . ;
(i1) a debt or part of a debt released by the creditor wholly and exclusively
for the purposes of his trade, profession or vocation as part of a
relevant arrangement or compromise; and

(iii) a doubtful debt to the extent estimated to be bad, meaning, in the case
of the bankruptcy or insolvency of the debtor, the debt except to the
extent that any amount may reasonably be expected to be received
on the debt;]

(k) any average loss beyond the actual amount of loss after adjustment;
() any sum recoverable under an insurance or contract of indemnity;

(m) any annuity or other annual payment (other than interest) payable out of the
[F**Sprofits];

(n) any interest paid to a person not resident in the United Kingdom if and so far
as it is interest at more than a reasonable commercial rate;

[*(0) any interest in so far as the payment of that interest is or would be, otherwise
than by virtue of section 375(2), either—

(1) a payment of interest to which section 369 applies, or

(i) a payment of interest to which that section would apply but for
section 373(5);]

(p) Many royalty or other sum paid in respect of the user of a patent;
()] B

(2) In paragraph (j) of subsection (1) above “relevant arrangement or compromise”
means—
(a) a voluntary arrangement which has taken effect under or by virtue of the
Insolvency Act 1986 or the Insolvency (Northern Ireland) Order 1989; or
(b) a compromise or arrangement which has taken effect under section 425 of
the Companies Act 1985 or Article 418 of the Companies (Northern Ireland)
Order 1986.]

[F219

Textual Amendments

F212 S. 74 renumbered as s. 74(1) (3.5.1994) by virtue of Finance Act 1994 (c. 9), s. 144(2)

F213 Words in s. 74(1) substituted (31.7.1998) by Finance Act 1998 (c. 36), s. 46(3)(a)(b), Sch. 7 para. 1

F214 S. 74(1)(j) substituted (with effect in accordance with s. 144(6) of the amending Act) by Finance Act
1994 (c. 9), s. 144(1)

F215 Words in s. 74(1)(j)(i) repealed (with effect in accordance with s. 134(2) of the repealing Act) by
Finance Act 1996 (c. 8), Sch. 20 para. 4, Sch. 41 Pt. 5(10), Note

F216 Words in s. 74(1)(m) substituted (31.7.1998) by Finance Act 1998 (c. 36), s. 46(3)(a)(b), Sch. 7 para. 1
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F217 S. 74(1)(o) substituted (with effect in accordance with s. 81(6) of the amending Act) by Finance Act
1994 (c. 9), Sch. 9 para. 1

F218 S. 74(1)(q) repealed (with effect in accordance with Sch. 18 Pt. 6(2) Note of the repealing Act) by
Finance Act 1997 (c. 16), Sch. 18 Pt. 6(2)

F219 S.74(2) inserted (3.5.1994) by Finance Act 1994 (c. 9) {s. 144(2)}

Modifications etc. (not altering text)

C111 S. 74 excluded (3.5.1994) by Finance Act 1994 (c. 9), s. 159(4) (with Sch. 18 paras. 1(3), 2(3)(4),
33)

C112 S. 74 excluded (with effect in accordance with s. 105(1) of the excluding Act) by Finance Act 1996
(c. 8), s. 82(7) (with ss. 98, 99, Schs. 10, 11, 15)

C113 S. 74 excluded (with effect in accordance with s. 83(3) of the excluding Act) by Finance Act 2002
(c. 23), Sch. 26 Para. 14(4) (with Sch. 28)

C114 See 1989 ss.112-113—expenditure on security on or after 6April 1989.

C115 S. 74(1)(a) extended (1.1.1999) by The European Single Currency (Taxes) Regulations 1998 (S.1.
1998/3177), regs. 1, 5

C116 S. 74(1)(m)(p) restricted (with effect in accordance with Sch. 29 Pt. 14 of the affecting Act) by Finance
Act 2002 (c. 23), Sch. 29 para. 8(3) (with Sch. 29 para. §(4))

Marginal Citations
M110 SOURCE-1970 s. 130(a)—(m); 1987 Sch. 15para. 2(9)
M111 SOURCE-1970 s. 130(n), (0)

75 Expenses of management: investment companies.

(1) ™"*In computing for the purposes of corporation tax the total profits for any accounting
period of an investment company resident in the United Kingdom there shall be
deducted any sums disbursed as expenses of management (including commissions)
for that period, except any such expenses as are deductible in computing profits apart
from this section.

[***(1A) The expenses of management of a company shall not include any expenses in relation

to which a debit falls to be brought into account for the purposes of Chapter II of Part
IV of the Finance Act 1996 (loan relationships) in computing the amount from which
sums disbursed as expenses of management are deductible.]

(2) For the purposes of subsection (1) above there shall be deducted from the amount
treated as expenses of management the amount of any income derived from sources not
charged to tax, other than franked investment income, "*'. . . ¥**. . . and any regional
development grant. In this subsection “regional development grant” means a payment

by way of grant under Part IT of the """’ Industrial Development Act 1982.

(3) M“*Where in any accounting period of an investment company the expenses of
management deductible under subsection (1) above, together with any charges
on income paid in the accounting period wholly and exclusively for purposes of
the company’s business, exceed the amount of the profits from which they are
deductible—

(a) the excess shall be carried forward to the succeeding accounting period; and

(b) the amount so carried forward to the succeeding accounting period shall be
treated for the purposes of this section, including any further application of
this subsection, as if it had been disbursed as expenses of management for
that accounting period.
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(4) For the purposes of this section there shall be added to a company’s expenses of

(5) ™5 Where an appeal against an assessment to corporation tax

management in any accounting period the amount of any allowances falling to be made
to the company for that period by virtue of [****section 28 of the 1990 Act (capital
allowances for investment "**. . . companies)] in so far as effect cannot be given to
them under subsection (2) of that section.

25 relates exclusively

to the relief to be given under subsection (1) above, the appeal shall lie to the Special
Commissioners, and if and so far as the question in dispute on any such appeal which
does not lie to the Special Commissioners relates to that relief, that question shall,
instead of being determined on the appeal, be referred to and determined by the Special
Commissioners, and the Management Act shall apply as if that reference were an

appeal.

Textual Amendments

F220

F221

F222

F223

F224

F225

F226

S. 75(1A) inserted (with effect in accordance with s. 105(1) of the amending Act) by Finance Act 1996
(c. 8), Sch. 14 para. 8 (with Sch. 15)

Words in s. 75(2) repealed (with effect in accordance with Sch. 6 para. 2(4) of the repealing Act) by
Finance (No. 2) Act 1997 (c. 58), Sch. 6 para. 2(2), Sch. 8 Pt. 2(11), Note

Words in s. 75(2) repealed (with effect in accordance with Sch. 3 para. 9(3) of the repealing Act) by
Finance Act 1998 (c. 36), Sch. 3 para. 9(2), Sch. 27 Pt. 3(2), Note

1990(C) s.164and Sch.1 para.8(4).Previously

“section 306 of the 1970 Act (capital allowances for machinery and plant)”.

Words in s. 75(4) repealed (with effect in accordance with Sch. 8 para. 57(1) of the repealing Act) by
Finance Act 1995 (c. 4), Sch. 8 para. 23(2), Sch. 29 Pt. 8(5), Note 2 (with Sch. 8 para. 55(2))

Words in s. 75(5) repealed (with effect in accordance with s. 20 of the repealing Act) by Finance
(No. 2) Act 1997 (c. 58), Sch. 8 Pt. 2(4), Note

S. 75(6) repealed (with effect in accordance with Sch. 6 para. 2(4) of the repealing Act) by Finance
(No. 2) Act 1997 (c. 58), Sch. 6 para. 2(3), Sch. 8 Pt. 2(11), Note

Modifications etc. (not altering text)

C117

C118

S. 75(1) extended (1.1.1999) by The European Single Currency (Taxes) Regulations 1998 (S.I.
1998/3177), regs. 1, 6(1)

See the following sections of this Act:—s.7TT—incidental costs of obtaining loan
finance.s.T8—incidental costs in securing acceptance of bills of exchange by
banks.s.79—contributions to approved local enterprise agencies on or after 1April 1982and
before 14pril 1992.5.85—profit sharing schemes.s.86—expenditure incurred in relation to
employees seconded to charities, and, from 26 November 1986to 31March 1997 educational
establishments.s.88—sums paid to Export Credits Guarantee Dept. under investment

insurance schemes.s.90—additional payments to redundant employees.s.242(2 ) —set-off of
losses, etc., against franked investment income.s.403—group relief.s.468—application to
authorised unit trusts.s.573—losses on unquoted shares in trading companies allowed before
charges against income of investment companies.s.57T—exclusion of certain entertaining
expenses.s.579—inclusion of statutory redundancy payments.s.586—disallowance of deductions
Jfor war risk premiums.s.58 7—disallowance of certain payments in respect of war injuries to
employees.s.588—relief for costs of training incurred on or after 6April 1987.s.592—inclusion of
employer's contribution under exempt approved retirement benefits schemes.s.779—limitation on
reliefs: land sold and leased back.s.780—land sold and leased back: relief'in respect of rent under new
lease.s.834—definitions of “profits” and “trade” in s.6(4)to apply for purposes of s.75.
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C119 S. 75(3) restricted (with effect in accordance with s. 105(1) of the restricting Act) by Finance Act 1996
(c. 8), Sch. 11 para. 4(12) (with Sch. 15)

C120 S. 75(3)(b) modified by S.I. 1992/1655, reg. 3G (as inserted (10.8.1995) by The Friendly Societies
(Modification of the Corporation Tax Acts) (Amendment) Regulations 1995 (S.I. 1995/1916), reg. 4)

C121 See—1988(F) s.73(3)—sums in connection with restrictive undertakings paid on or after 6June
1988.1989 s.44for periods of account ending after SApril 1989involving emoluments.1989
s.67—employee share ownership trusts.1989 s.76—non-approved retirement benefit schemes.1989

$5.86-87—changes in respect of insurance companies.

Marginal Citations
M112 SOURCE-1970 s. 304(1); 1984 s. 54(2)(b); 1987 s. 41

M113 1982 c. 52.

M114 SOURCE-1970 s. 304(2), (3)
M115 SOURCE-1970 s. 304(4)

VALID FROM 22/07/2004

(a)
(b)
(©)

(a)
(b)
(©)

(a)
(b)

[F**"75A Accounting period to which expenses of management are referable

(1) This section has effect for the purpose of determining the accounting period to which
expenses of management are referable for the purposes of section 75(1).

(2) Where—

the expenses of management are referable to that accounting period.

(3) Where—

subsection (4) below applies.

(4) Where this subsection applies, the expenses of management—

(5) An apportionment under subsection (4) above shall be in accordance with
section 834(4) (time basis) unless it appears that that method would work
unreasonably or unjustly, in which case such other method shall be used as appears
just and reasonable.

(6) Where—

expenses of management are debited in accounts drawn up by a company
for a period of account,

the treatment of those expenses in those accounts is in accordance with
generally accepted accounting practice, and

the period of account coincides with an accounting period,

expenses of management are debited in accounts drawn up by a company
for a period of account, and

the treatment of those expenses in those accounts is in accordance with
generally accepted accounting practice, but

the period of account does not coincide with an accounting period,

shall be apportioned between any accounting periods that fall within the
period of account, and

are referable to an accounting period to the extent that they are so
apportioned to it.
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(a) expenses of management are not referable to an accounting period by virtue
of subsections (2) to (5) above, but

(b) accounts are drawn up by the company for a period of account, and

(c) if the expenses of management had been treated in those accounts in
accordance with generally accepted accounting practice, they would fall to
be debited in those accounts,

the expenses of management are referable to the accounting period to which they
would have been referable in accordance with subsections (2) to (5) above if they
had been so debited in those accounts.

(7) Where expenses of management are not referable to an accounting period by virtue
of subsections (2) to (6) above, they are referable to the accounting period to which
they would be referable in accordance with subsections (2) to (5) above on the
assumptions in subsection (8) below.

(8) Those assumptions are—

(a) that for each accounting period that does not coincide with, or fall within,
any period of account, there is a period of account that coincides with that
accounting period, and

(b) that so much of the expenses of management as would fall to be debited in
accordance with generally accepted accounting practice in accounts drawn
up by the company for any such deemed period of account are so debited.

(9) This section is without prejudice to any other provision of the Corporation Tax Acts
which provides for amounts to be treated for the purposes of section 75 as expenses
of management referable to an accounting period.

(10) Any reference in this section to expenses of management being debited in accounts
is a reference to those expenses being brought into account, in accordance with
generally accepted accounting practice, as a debit—

(a) in the company’s profit and loss account, or

(b) in a statement of total recognised gains and losses or other statement of
items brought into account in computing the company’s profits and losses
for accounting purposes.

For this purpose “debit” means an amount which for accounting purposes reduces a
profit, or increases a loss, for a period of account.]

Textual Amendments
F227 S.75A inserted (with effect in accordance with ss. 42, 43 of the amending Act) by Finance Act 2004
(c. 12),5.39

VALID FROM 22/07/2004

[**75B Amounts reversing expenses of management deducted: charge to tax

(1) This section applies in any case where the following conditions are satisfied—

(a) a credit is brought into account by a company in a period of account (the
“reversal period”’) which ends on or after the commencement date,
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(b) the credit reverses (in whole or in part) a debit brought into account in a
previous period of account of the company (whenever ending),

(c) the debit (in whole or in part) represents expenses of management deductible
under section 75(1) for an accounting period of the company (“the period
of deductibility”),

(d) the expenses of management were so deductible for that period otherwise
than by virtue of section 75(9) (carry forward of unrelieved excess),

(e) the period of deductibility ends before, or at the same time as, the reversal
period,

(f) the reversal period does not coincide with an accounting period beginning
before the commencement date.

(2) In any such case, subsection (4) or (5) below (as the case may be) shall apply in
relation to the reversal amount.

(3) In this section “the reversal amount” means so much of the credit as—
(a) reverses so much of the debit as represents the expenses of management, and

(b) does not represent sums otherwise taken into account in determining for the
purposes of corporation tax the profits and losses of the company for the
relevant accounting period or any earlier accounting period.

For this purpose the relevant accounting period is the latest accounting period of the
company that falls wholly or partly within the reversal period.

(4) If the reversal period coincides with an accounting period of the company beginning
on or after the commencement date, the reversal amount shall be dealt with for that
period in accordance with subsection (7) below.

(5) If the reversal period does not coincide with an accounting period of the company—

(a) the reversal amount shall be apportioned between any accounting periods
that fall within the reversal period, and

(b) any amount so apportioned to an accounting period beginning on or after the
commencement date shall be dealt with for that period in accordance with
subsection (7) below.

(6) An apportionment under subsection (5) above shall be in accordance with
section 834(4) (time basis) unless it appears that that method would work
unreasonably or unjustly, in which case such other method shall be used as appears
just and reasonable.

(7) Where an amount falls to be dealt with in accordance with this subsection for an
accounting period—

(a) it shall, so far as possible, be applied in reducing or further reducing (but
not below nil) the company’s expenses of management deductible for that
period otherwise than by virtue of section 75(9) (carry forward of unrelieved
excess), and

(b) so much of the amount as cannot be so applied shall be regarded as income
of the company chargeable under Case VI of Schedule D for that accounting
period.

(8) In subsection (1) above “brought into account”, in relation to a period of account
of a company, means brought into account in accordance with generally accepted
accounting practice in determining, for accounting purposes, profit and loss for that
period of account.
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(9) If (apart from this subsection) an accounting period does not coincide with, or fall
within, any period of account, it shall be assumed for the purposes of this section
that there is a period of account of the company that coincides with that accounting
period.

(10) It shall be assumed for the purposes of this section that, in determining for accounting
purposes profit and loss for any period of account of any company, amounts fall to
be brought into account in accordance with generally accepted accounting practice.

(11) For the purposes of this section a credit reverses a debit in whole or in part in any
case where the sum represented in whole or in part by the debit is paid and then in
whole or in part repaid (as well as in a case where the sum represented by the debit
is never paid).

(12) In this section—
“the commencement date” means 1st April 2004;
“credit” means an amount which for accounting purposes increases or
creates a profit, or reduces a loss, for a period of account;
“debit” means an amount which for accounting purposes reduces a profit,
or increases or creates a loss, for a period of account.]

Textual Amendments
F228 S.75B inserted (22.7.2004) by Finance Act 2004 (c. 12), s. 45(1) (with s. 45(2)(3))

76 Expenses of management: insurance companies.

(1) M"%Subject to the provisions of this section and of section 432, section 75 shall apply
for computing the profits of a company carrying on life assurance business, whether
mutual or proprietary, (and not charged to corporation tax in respect of it under Case
I of Schedule D), whether or not the company is resident in the United Kingdom, as
that section applies in relation to an investment company except that—

[**(aa) where the whole or any part of a loss arising to the company in respect of its
life assurance business in an accounting period is set off under section 393A
or 403(1), there shall be deducted from the amount treated as the expenses
of management for that period an amount equal to so much of the loss as,
in the aggregate, is so set off, reduced by the amounts by which any losses
for that period under section 436, 439B or 441 fall to be reduced under
section 434A(2)(b); and

(ab) section 75(1) shall have effect with the substitution for “in computing profits
apart from this section” of—
“(a) in computing income for the purposes of Schedule A, or
(b) Dby virtue of section 121(3) in computing income from the letting of
rights to work minerals in the United Kingdom”; and]

(a) there shall be deducted from the amount treated as the expenses of
management for any accounting period the amount of any fines, fees or profits
arising from reversions, and

(b) no deduction shall be made under section 75(2) [**; and

(c) there shall be deducted from the amount treated as the expenses of
management for any accounting period any repayment or refund (in whole or
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in part) of a sum disbursed by the company (for that or any earlier period) as
acquisition expenses; and
there shall also be deducted from the amount treated as the expenses of

"31(ca) management for any accounting period any reinsurance commission earned
in the period which is referable to [****basic life assurance and general annuity
business]; and]

(d) the amount treated as expenses of management shall not include any amount

in respect of expenses referable to . . . [****, pension business [****, life
reinsurance business] or overseas life assurance business]; and

(e) the amount of profits from which expenses of management may be deducted
for any accounting period shall not exceed the net income and gains of that
accounting period referable to [***basic life assurance and general annuity
business];

and for this purpose “net income and gains” means income and gains after deducting
any reliefs or exemptions which fall to be applied before taking account of this
section. |

[F*%(2) Where, in the case of any such company, the amount mentioned in paragraph (a) of

subsection (2A) below exceeds for any accounting period the amount mentioned in
paragraph (b) of that subsection, the amount which by virtue of this section is to be
deductible by way of management expenses for that period shall be equal to the basic
deduction for that period reduced by the amount of the excess.

(2A) Those amounts are—

(a) the amount which would be the profits of the company’s life assurance
business for that period if computed in accordance with the provisions
applicable to Case I of Schedule D and adjusted in respect of losses; and

(b) the amount (including any negative amount) produced by deducting the
following aggregate amount from the company’s relevant income for that
period from its life assurance business, that is to say, the aggregate of—

(1) the basic deduction,

(i1) any non-trading deficit on the company’s loan relationships which
is produced for that period in relation to that business by a separate
computation under paragraph 2 of Schedule 11 to the Finance Act
1996, [**"and]

(ii1) any amount which in pursuance of a claim under paragraph 4(3) of
that Schedule is carried back to that period and (in accordance with
paragraph 4(5) of that Schedule) applied in reducing profits of the
company for that period,™®. . .

(2B) For the purposes of subsection (2A) above a company’s relevant income for any
accounting period from its life assurance business is the sum of the following—

(a) the income and gains of the company’s life assurance business for that
accounting period; and

(b) [*’the franked investment income of, and foreign income dividends arising
to, the company which are referable to its basic life assurance and general
annuity business.]

(2C) The adjustment in respect of losses that is to be made for any accounting period under
paragraph (a) of subsection (2A) above is a deduction of the amount equal to the
unused part of the sum which—
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(a) by reference to computations made in respect of the company’s life assurance
business in accordance with the provisions applicable to Case I of Schedule
D, and

(b) disregarding section 434A(2),

would fall, in the case of the company, to be set off under section 393 against the
company’s income for that period.

(2D) For the purposes of subsection (2C) above, an amount is unused to the extent that it
has not been taken into account for any previous accounting period in determining
the amount by reference to which the following question was answered, namely, the
question whether, and by how much, the amount deductible by virtue of this section
by way of management expenses was less than the basic deduction.

(5) Subject to paragraph 4(11) to (13) of Schedule 11 to the Finance Act 1996, where
the basic deduction for any period exceeds the amount which for that period is to be
deductible by virtue of this section by way of management expenses, the amount to
be carried forward by virtue of section 75(3) (including the amount to be so carried
forward for the purpose of computing the amount of the basic deduction for any period)
shall be increased by the amount of the excess.]

[**(5A) In the preceding provisions of this section references to life assurance business and

references to basic life assurance and general annuity business shall be deemed, in
each case, to include references to capital redemption business.]

(6) ™""The relief under this section available to an overseas life insurance company
(within the meaning of section 431) in respect of its expenses of management shall
be limited to expenses attributable to the life assurance business carried on by the
company at or through its branch or agency in the United Kingdom [***'or to any
capital redemption business carried on by the company at or through that branch or
agency].

(7) ™"®For the purposes of this section any sums paid by a company under [**(a)]a long

term business levy imposed by virtue of the ¥"Policyholders Protection Act 1975
[F2430r

(b) alevyimposed in pursuance of a scheme established by rules under section 54
of the 1986 Act (compensation fund for unsatisfied claims),]

shall be treated as part of its expenses of management.

[F**(7A) The Treasury may by regulations make provision for any sums paid by a company

under a prescribed levy imposed under a prescribed investor protection scheme
established under the rules of a prescribed recognised self-regulating organisation
to be treated for the purposes of this section as part of the company’s expenses of
management; and, without prejudice to the generality of the foregoing, regulations
under this subsection may, in particular—

(a) provide for only a prescribed part of any sums so paid to be so treated;

(b) provide for sums paid before, as well as after, the coming into force of the
regulations to be so treated; and

(c) make different provision for different cases or in relation to different levies,
schemes or organisations.]

[***(8) In this section—
“the 1986 Act” means the Financial Services Act 1986;
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“acquisition expenses” means expenses falling within paragraphs (a) to (c)
of subsection (1) of section 86 of the Finance Act 1989;

“authorised person” has the same meaning as it has in the 1986 Act by
virtue of section 207(1) of that Act;

[F**“basic deduction”, in relation to an accounting period of an insurance
company, means the amount which, by virtue of this section, would
be deductible by way of management expenses for that period but for
subsection (2) above;

[F**"“capital redemption business” means any capital redemption business,
within the meaning of section 458, which is business to which that section
applies;]]

“investment business” has the same meaning as it has in the 1986 Act by
virtue of section 1(2) of that Act;

“investor” includes a person who is an investor for the purposes of the 1986
Act;

“investor protection scheme” means a scheme established under the rules
of a recognised self-regulating organisation for purposes which consist of or
include the compensating of investors in cases where persons, or persons of
some class or description, who are or have been authorised persons, are, or
are likely to be, unable to satisfy claims in respect of any description of civil
liability incurred by them in connection with their investment businesses;

“prescribed” means specified in regulations made by the Treasury under
subsection (7A) above;

“recognised self-regulating organisation” has the same meaning as it has
in the 1986 Act;

.............................. and other expressions have the same

meaning as in Chapter I of Part XII.]

Textual Amendments

F229 S.76(1)(aa)(ab) inserted (with effect in accordance with Sch. 31 para. 10(1) of the amending Act) by
Finance Act 1996 (c. 8), Sch. 31 para. 1
1989 s.87(2)with respect to accounting periods beginning on or after 1January 1990 (see s.87(5)re

F230

F231

F232

F233

F234

F235

F236

F237

F238

straddling periods).

1990 s.44(3)with respect to accounting periods beginning on or after 1January 1990 (see 1989
s8.87(5)re straddling periods).

Words in s. 76(1)(ca)(e) substituted (1.1.1992) by Finance Act 1991 (c. 31, SIF 63:1), s. 48, Sch. 7
paras. 1(a), 18

Words in s. 76(1)(d) repealed (1.1.1992) by Finance Act 1991 (c. 31, SIF 63:1), ss. 48, 123, Sch. 7
paras. 1(b), 18, Sch. 19 Pt. V Note 3

1990 s.42and Sch.7 para.lfor accounting periods beginning on or after 1January 1990 (see

para.10).Previously

“or pension business”.

Words in s. 76(1)(d) inserted (with effect in accordance with Sch. 8 para. 57(1) of the amending Act)
by Finance Act 1995 (c. 4), Sch. 8 para. 7 (with s. 55(2))

S. 76(2)-(2D)(5) substituted (with effect in accordance with s. 164(5)(6) of the amending Act) by
Finance Act 1996 (c. 8), s. 164(1)

Word at the end of s. 76(2A)(b)(ii) inserted (with effect in accordance with s. 67(7) of the amending
Act) by Finance Act 1997 (c. 16), s. 67(4)(a)

S. 76(2A)(b)(iv) and preceding word repealed (with effect in accordance with s. 67(7), Sch. 18 Pt. 6(6)
Note of the repealing Act) by Finance Act 1997 (c. 16), s. 67(4)(a), Sch. 18 Pt. 6(6)
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F239

F240

F241

F242

F243

F244

F245

F246

F247

F248

S. 76(2B)(b) substituted (with effect in accordance with Sch. 3 para. 1(4) of the amending Act) by
Finance (No. 2) Act 1997 (c. 58), Sch. 3 para. 1(2)

S. 76(5A) inserted (with effect in accordance with Sch. 33 para. 4 of the amending Act) by Finance
Act 1996 (c. 8), Sch. 33 para. 1(1)

Words in s. 76(6) inserted (with effect in accordance with Sch. 33 para. 4 of the amending Act) by
Finance Act 1996 (c. 8), Sch. 33 para. 1(2)

'(a)'in s. 76(7) inserted by Finance Act 1991 (c. 31, SIF 63:1), s. 47(1)(with effect as mentioned in s.
47(4))

Words in s. 76(7) inserted by Finance Act 1991 (c. 31, SIF 63:1), s. 47(1)(with effect as mentioned in
s. 47(4))

S. 76(7A) inserted by Finance Act 1991 (c. 31, SIF 63:1), s. 47(2)

S. 76(8) substituted by Finance Act 1991 (c. 31, SIF 63:1), s. 47(3)

S. 76(8): definition of "basic reduction" inserted (with effect in accordance with s. 164(5)(6) of the
amending Act) by Finance Act 1996 (c. 8), s. 164(2)(a)

S. 76(8): definition of "capital redemption business" inserted (with effect in accordance with Sch. 33
para. 4 of the amending Act) by Finance Act 1996 (c. 8), Sch. 33 para. 1(3)

S. 76(8): definition of "relevant franked investment income" repealed (with effect in accordance with
Sch. 3 para. 1(4) of the repealing Act) by Finance (No. 2) Act 1997 (c. 58), Sch. 3 para. 1(3), Sch. 8
Pt. 2(6), Note

Modifications etc. (not altering text)

C122

C123
C124

C125

C126

C127

C128

C129

See 1989 s. 44 - periods of assessment ending after 5 April 1989 involving endowments. 1989 ss.
85-88 - changes in respect of insurance companies.

S. 76 modified (29.4.1996) by Finance Act 1996 (c. 8, {s. 164(6)}

S. 76 restricted (with effect in accordance with s. 105(1) of the restricting Act) by Finance Act 1996
(c. 8), Sch. 11 para. 4(2) (with Sch. 15)

S. 76 modified (20.3.1997 with effect in accordance with reg. 1(2) of the modifying S.I.) by The
Friendly Societies (Modification of the Corporation Tax Acts) Regulations 1997 (S.I. 1997/473), reg. 5
S. 76 modified (1.1.1999) by The European Single Currency (Taxes) Regulations 1998 (S.1.
1998/3177), regs. 1, 6(3)

S. 76 modified (with effect in accordance with reg. 1 of the modifying S.I.) by The Insurance
Companies (Capital Redemption Business) (Modification of the Corporation Tax Acts) Regulations
1999 (S.1. 1999/498), regs. 1, 3, 4

S. 76(1) modified by S.I. 1992/1655, reg. 3H (as inserted (10.8.1995) by The Friendly Societies
(Modification of the Corporation Tax Acts) (Amendment) Regulations 1995 (S.I. 1995/1916), reg. 4
See the following sections of this Act:

—s.85—

profit sharing schemes.

$.88—

sums paid to Exports Credits Guarantee Dept. under investment insurance scheme.

$.90—

additional payments to redundant employees.

$.242—

set-off of losses etc., against franked investment income.

$.403—

management expenses of life assurance companies excluded from group relief.

8.573(4)—

losses on unquoted shares in trading companies allowed before charges against income of investment
companies.

$.579—

deduction for statutory redundancy payments.

$.586—

disallowance of deductions for war risk premiums.
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$.587—

disallowance of certain payments in respect of war injuries to employees.
$.779—

limitation on reliefs: land sold and leased back.

$.780—

land sold and leased back: relief in respect of rent under new lease.
$.781—

assets leased to traders and others: cancellation of reliefs.

s.834—

definitions of “profits” and “trade” in

s.6(4)

to apply for purposes of

.76

C130 S. 76(1)(d) modified (6.4.1999) by The Individual Savings Account (Insurance Companies)
Regulations 1998 (S.1. 1998/1871), regs. 1, 6

C131 See S.1. 1989 No.2417 (in Part III Vol.5)for modifications applicable to life or endowment business
carried on by registered friendly societies.

C132 S. 76(7) modified (31.7.1992 with effect as stated in reg. 1 of the amending instrument) by The
Friendly Societies (Modification of the Corporation Tax Acts) Regulations (S.I. 1992/1655), {reg. 4}

C133 S. 76(7) amendment to earlier affecting provision S.I. 1992/1655 reg. 4 (31.12.1993 with effect as
stated in reg. 1(2)(3) of the amending instrument) by The Friendly Societies (Modification of the
Corporation Tax Acts) (Amendment) Regulations 1993 (S.1. 1993/3111) {reg. 5}

C134 S. 76(7) amendment to earlier affecting provision S.I. 1992/1655, reg. 4 (19.3.1997 with effect in
accordance with reg. 1 of the amending instrument) by The Friendly Societies (Modification of the
Corporation Tax Acts) (Amendment) Regulations 1997 (S.I. 1997/471), reg. 4

C135 S. 76(7) amendment to earlier affecting provision S.I. 1992/1655, reg. 5 (19.3.1997 with effect in
accordance with reg. 1 of the amending instrument) by The Friendly Societies (Modification of the
Corporation Tax Acts) (Amendment) Regulations 1997 (S.I. 1997/471), reg. 4

Marginal Citations
M116 SOURCE-1970 s. 305(1)
M117 SOURCE-1970s. 317
M118 SOURCE-1976 s. 47
M119 1975 c. 75.

VALID FROM 01/12/2001

76A  Levies and repayments under the Financial Services and Markets Act 2000.

(1) In computing the amount of the profits to be charged under Case I of Schedule D
arising from a trade carried on by an authorised person (other than an investment
company)—

(a) to the extent that it would not be deductible apart from this section, any sum
expended by the authorised person in paying a levy may be deducted as an
allowable expense;

(b) any payment which is made to the authorised person as a result of a
repayment provision is to be treated as a trading receipt.

[*(2) “Levy” means—

(a) apayment required under rules made under section 136(2) of the Financial
Services and Markets Act 2000 (“the Act of 2000”);
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(b) alevy imposed under the Financial Services Compensation Scheme;
(c) apayment required under rules made under section 234 of the Act of 2000;

(d) apayment required under scheme rules in accordance with paragraph 15(1)
of Schedule 17 to the Act of 2000;

(e) a payment required in accordance with the standard terms fixed under
paragraph 18 of Schedule 17 to the Act of 2000 other than an award which
is not an award of costs under cost rules.]

[7**(3) “Repayment provision” means—
(a) any provision made by virtue of section 136(7) or 214(1)(e) of the Act of
2000;
(b) any provision by scheme rules for fees to be refunded in specified
circumstances. |

(4) “Authorised person” has the same meaning as in the Act of 2000.

[%%'(5) “Scheme rules” means the rules referred to in paragraph 14(1) of Schedule 17 to the
Act of 2000.

(6) “Costs rules” means—
(a) rules made under section 230 of the Act of 2000;

(b) provision relating to costs contained in the standard terms fixed under
paragraph 18 of Schedule 17 to the Act of 2000.]

Textual Amendments

F249 S. 76A(2) substituted (1.12.2001 in accordance with art. 1(2)(a) of the amending S.1.) by The Financial
Services and Markets Act 2000 (Consequential Amendments) (Taxes) Order 2001 (S.1. 2001/3629),
art. 16(3)

F250 S. 76A(3) substituted (1.12.2001 in accordance with art. 1(2)(a) of the amending S.1.) by The Financial
Services and Markets Act 2000 (Consequential Amendments) (Taxes) Order 2001 (S.1. 2001/3629),
art. 16(4)

F251 S. 76A(5)(6) added (1.12.2001 in accordance with art. 1(2)(a) of the amending S.I.) by The Financial
Services and Markets Act 2000 (Consequential Amendments) (Taxes) Order 2001 (S.1. 2001/3629),
art. 16(5)

VALID FROM 01/12/2001

76B  Levies and repayments under the Financial Services and Markets Act 2000:
investment companies.

(1) For the purposes of section 75 any sums paid by an investment company—
(a) by way ofa levy, or
(b) as aresult of an award of costs under costs rules,
shall be treated as part of its expenses of management.

(2) If a payment is made to an investment company as a result of a repayment provision,
the company shall be charged to tax under Case VI of Schedule D on the amount
of that payment.
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(3) “Levy” has the meaning given in section [****76A(2)].
[?%}(4) “Costs rules” has the meaning given in section 76A(6).]

(5) “Repayment provision” has the meaning given in section 76A(3).

Textual Amendments
F252 Words in s. 76B(3) substituted (1.12.2001 in accordance with art. 1(2)(a) of the amending S.1.) by
The Financial Services and Markets Act 2000 (Consequential Amendments) (Taxes) Order 2001 (S.1.
2001/3629), art. 16(7)
F253 S. 76B(4) substituted (1.12.2001 in accordance with art. 1(2)(a) of the amending S.I.) by The Financial
Services and Markets Act 2000 (Consequential Amendments) (Taxes) Order 2001 (S.1. 2001/3629),
art. 16(8)

77 Incidental costs of obtaining loan finance.

(1) ™*Subject to subsection (5) below, in computing the [****profits] to be charged under

Case I or II of Schedule D there may be deducted the incidental costs of obtaining
finance by means of a qualifying loan or the issue of qualifying loan stock or a
qualifying security; and the incidental costs of obtaining finance by those means shall
be treated for the purposes of section 75 as expenses of management.

(2) Subject to subsections (3) and (4) below, in this section—

(a) M"'“a qualifying loan” and “qualifying loan stock” mean a loan or loan stock
the interest on which is deductible—

(1) in computing for tax purposes the [~ profits] of the person by whom
the incidental costs in question are incurred; or

(i1) under section 338 against his total profits; and

(b) M2 “qualifying security” means any deep discount security, as defined by
paragraph 1 of Schedule 4, in respect of which the income elements, as defined
by paragraph 4 of that Schedule, are deductible under paragraph 5(1) of that
Schedule in computing the total profits of the company by which the incidental
costs in question are incurred.

F254

(3) ™M*Except as provided by subsection (4) below, a loan or loan stock which carries the
right of conversion into or to the acquisition of—

(a) shares, or
(b) other securities not being a qualifying loan or qualifying loan stock,
is not a qualifying loan or qualifying loan stock if that right is exercisable before the

expiry of the period of three years from the date when the loan was obtained or the
stock issued.

(4) M*A loan or loan stock—
(a) which carries such a right as is referred to in subsection (3) above, and
(b) which by virtue of that subsection is not a qualifying loan or qualifying loan
stock,

shall nevertheless be regarded as a qualifying loan or qualifying loan stock, as the case
may be, if the right is not, or is not wholly, exercised before the expiry of the period
of three years from the date when the loan was obtained or the stock was issued.
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(5) For the purposes of the application of subsection (1) above in relation to a loan or loan
stock which is a qualifying loan or qualifying loan stock by virtue of subsection (4)
above—

(a) if the right referred to in subsection (4)(a) above is exercised as to part of
the loan or stock within the period referred to in that subsection, only that
proportion of the incidental costs of obtaining finance which corresponds to
the proportion of the stock in respect of which the right is not exercised within
that period shall be taken into account; and

(b) in so far as any of the incidental costs of obtaining finance are incurred before
the expiry of the period referred to in subsection (4) above they shall be treated
as incurred immediately after that period expires.

(6) ™*In this section “the incidental costs of obtaining finance” means expenditure on
fees, commissions, advertising, printing and other incidental matters (but not including
stamp duty), being expenditure wholly and exclusively incurred for the purpose of
obtaining the finance (whether or not it is in fact obtained), or of providing security
for it or of repaying it.

(7) This section shall not be construed as affording relief—

(a) forany sums paid in consequence of, or for obtaining protection against, losses
resulting from changes in the rate of exchange between different currencies; or

(b) for the cost of repaying a loan or loan stock or a qualifying security so far as
attributable to its being repayable at a premium or to its having been obtained
or issued at a discount.

[F*%3(8) This section shall not apply for the purposes of corporation tax.]

Textual Amendments
F254 Words in s. 77(1)(2)(a)(i) substituted (31.7.1998) by Finance Act 1998 (c. 36), s. 46(3)(a)(b), Sch. 7
para. 1
F255 S. 77(8) inserted (with effect in accordance with s. 105(1) of the amending Act) by Finance Act 1996
(c. 8), Sch. 14 para. 9 (with Sch. 15)

Marginal Citations
M120 SOURCE-1980 s. 38(1); 1984 s. 43(1), Sch. 9 para. 3(6)
M121 SOURCE-1980 s. 38(2); 1984 s. 43(1)
M122 SOURCE-1984 Sch. 9 para. 3(7)
M123 SOURCE-1980 S. 38(3); 1984 S. 43(1)
M124 SOURCE-1980 s. 38(3A), (3B); 1984 5. 43(2)
M125 SOURCE-1980 s. 38(4), (5); 1984 Sch. 9 para. 3(6)

78 Discounted bills of exchange.

Textual Amendments
F256 S. 78 repealed with saving (with effect in accordance with s. 105(1) of the repealing Act) by Finance
Act 1996 (c. 8), Sch. 14 para. 10, Sch. 41 Pt. 5(3), Note (with Sch. 15)
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79 Contributions to local enterprise agencies.

(1) M**Notwithstanding anything in section 74, but subject to the provisions of this
section, where a person carrying on a trade, profession or vocation makes any
contribution (whether in cash or in kind) to an approved local enterprise agency, any
expenditure incurred by him in making the contribution may be deducted as an expense
in computing the [***profits] of the trade, profession or vocation for the purposes of
tax if it would not otherwise be so deductible.

(2) Where any such contribution is made by an investment company any expenditure
allowable as a deduction under subsection (1) above shall for the purposes of
section 75 be treated as expenses of management.

(3) Subsection (1) above does not apply in relation to a contribution made by any person
if either he or any person connected with him receives or is entitled to receive a benefit
of any kind whatsoever for or in connection with the making of that contribution,
whether from the agency concerned or from any other person.

(4) In this section “approved local enterprise agency” means a body approved by the
Secretary of State for the purposes of this section; but he shall not so approve a body
unless he is satisfied that—

(a) its sole objective is the promotion or encouragement of industrial and
commercial activity or enterprise in a particular area in the United Kingdom
with particular reference to encouraging the formation and development of
small businesses; or

(b) one of its principal objectives is that set out in paragraph (a) above and it
maintains or is about to maintain a fund separate from its other funds which
is or is to be applied solely in pursuance of that objective;

and where the Secretary of State approves a body by virtue of paragraph (b) above,
the approval shall specify the fund concerned and, in relation to a body so approved,
any reference in this section to a contribution is a reference to a contribution which is
made wholly to or for the purposes of that fund.

(5) M¥A body may be approved under subsection (4) above whether or not it is a body
corporate or a body of trustees or any other association or organisation and whether
or not it is described as a local enterprise agency.

(6) A body may not be approved under subsection (4) above unless it is precluded, by
virtue of any enactment, contractual obligation, memorandum or otherwise, from
making any direct or indirect payment or transfer to any of its members, or to any
person charged with the control and direction of its affairs, of any of its income or
profit by way of dividend, gift, division, bonus or otherwise howsoever by way of
profit.

(7) For the purposes of subsection (6) above, the payment—

(a) ofreasonable remuneration for goods, labour or power supplied or for services
rendered, or

(b) ofreasonable interest for money lent, or
(c) ofreasonable rent for any premises,
does not constitute a payment or transfer which is required to be so precluded.
(8) ™M*Any approval given by the Secretary of State may be made conditional upon

compliance with such requirements as to accounts, provision of information and other
matters as he considers appropriate; and if it appears to the Secretary of State that—
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(a) an approved local enterprise agency is not complying with any such
requirement, or

(b) one or other of the conditions for his approval contained in subsection (4)
above or the precondition for his approval in subsection (6) above has ceased
to be fulfilled with respect to an approved local enterprise agency,

he shall by notice withdraw his approval from the body concerned with effect from
such date as he may specify in the notice (which may be a date earlier than the date
on which the notice is given).

(9) In any case where—

(a) acontribution has been made to an approved local enterprise agency in respect
of which relief has been given under subsection (1) above, and

(b) any benefit received in any chargeable period by the contributor or any person
connected with him is in any way attributable to that contribution,

the contributor shall in respect of that chargeable period be charged to tax under Case
I or Case II of Schedule D or, if he is not chargeable to tax under either of those Cases
for that period, under Case VI of Schedule D on an amount equal to the value of that
benefit.

(10) Section 839 applies for the purposes of subsections (3) and (9) above.

(11) This section applies to contributions made on or after 1st April 1982 and before 1st
April [***2000].

Textual Amendments
F257 Words in s. 79(1) substituted (31.7.1998) by Finance Act 1998 (c. 36), s. 46(3)(a)(b), Sch. 7 para. 1
F258 Word substituted in s. 79(11) (3.5.1994) by Finance Act 1994 (c. 9), s. 145(1)

Modifications etc. (not altering text)
C136 S. 79: functions transferred (1.7.1999 immediately after the coming into force of Scotland Act
1998 (c. 46), s. 53) by The National Assembly for Wales (Transfer of Functions) Order 1999 (S.I.
1999/672), arts. 1(2), 2, Sch. 1
C137 S. 79(4)(8): functions transferred (1.7.1999) by The Scotland Act 1998 (Transfer of Functions to the
Scottish Ministers etc.) Order 1999 (S.1. 1999/1750), arts. 1(1), 2, Sch. 1 (with art. 7)

Marginal Citations
M126 SOURCE-1982 s. 48(1)—(4)
M127 SOURCE-1982 s. 48(5)
M128 SOURCE-1982 s. 48(6)—(9)

[****79A Contributions to training and enterprise councils and local enterprise
companies.

(1) Notwithstanding anything in section 74, but subject to the provisions of this section,
where a person carrying on a trade, profession or vocation makes any contribution
(whether in cash or in kind) to a training and enterprise council, [***business link
organisation] or a local enterprise company, any expenditure incurred by him in
making the contribution may be deducted as an expense in computing the [**'profits]
of the trade, profession or vocation for the purposes of tax if it would not otherwise
be so deductible.
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(2) Where any such contribution is made by an investment company any expenditure
allowable as a deduction under subsection (1) above shall for the purposes of
section 75 be treated as expenses of management.

(3) Subsection (1) above does not apply in relation to a contribution made by any person if
either he or any person connected with him receives or is entitled to receive a benefit of
any kind whatsoever for or in connection with the making of that contribution, whether
from the council, [***organisation] or company concerned or from any other person.

(4) In any case where—

(a) relief has been given under subsection (1) above in respect of a contribution,
and

(b) any benefit received in any chargeable period by the contributor or any person
connected with him is in any way attributable to that contribution,

the contributor shall in respect of that chargeable period be charged to tax under Case
I or Case II of Schedule D, or if he is not chargeable to tax under either of those Cases
for that period under Case VI of Schedule D, on an amount equal to the value of that
benefit.

(5) In this section—
[ “business link organisation” means any person authorised by or on behalf of
f%3a)  the Secretary of State to use a service mark (within the meaning of the Trade
Marks (Amendment) Act 1984) designated by the Secretary of State for the
purposes of this paragraph]

(a) “training and enterprise council” means a body with which the Secretary of
State has made an agreement (not being one which has terminated) under
which it is agreed that the body shall carry out the functions of a training and
enterprise council, and

(b) “local enterprise company” means a company with which an agreement (not
being one which has terminated) under which it is agreed that the company
shall carry out the functions of a local enterprise company has been made by
the Scottish Development Agency, the Highlands and Islands Development
Board, Scottish Enterprise or Highlands and Islands Enterprise.

(6) Section 839 applies for the purposes of subsections (3) and (4) above.

(7) This section applies to contributions made on or after st April 1990 [***or, in the case

of a contribution to a business link organisation, 30th November 1993] and before 1st
April [**2000].]

Textual Amendments
F259 1990 s.76.
F260 Words in s. 79A(1) inserted (3.5.1994) by Finance Act 1994 (c. 9), s. 145(3)
F261 Words in s. 79A(1) substituted (31.7.1998) by Finance Act 1998 (c. 36), s. 46(3)(a)(b), Sch. 7 para. 1
F262 Word in s. 79A(3) inserted (3.5.1994) by Finance Act 1994 (c. 9), s. 145(3)
F263 S. 79A(5)(aa) inserted (3.5.1994) by Finance Act 1994 (c. 9), s. 145(4)
F264 Words in s. 79A(7) inserted (3.5.1994) by Finance Act 1994 (c. 9), s. 145(5)
F265 Word in s. 79A(7) substituted (3.5.1994) by Finance Act 1994 (c. 9), s. 145(1)
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VALID FROM 10/07/2003

79B  Contributions to urban regeneration companies

(1) Notwithstanding anything in section 74, but subject to the provisions of this section,
where a person carrying on a trade, profession or vocation makes any contribution
(whether in cash or in kind) to a designated urban regeneration company, any
expenditure incurred by him in making the contribution may be deducted as an
expense in computing the profits of the trade, profession or vocation if it would not
otherwise be so deductible.

(2) Where any such contribution is made by an investment company, any expenditure
allowable as a deduction under subsection (1) above shall for the purposes of
section 75 be treated as expenses of management.

(3) Subsection (1) above does not apply in relation to a contribution made by any person
if either he or any person connected with him receives or is entitled to receive
a benefit of any kind whatsoever for or in connection with the making of that
contribution, whether from the urban regeneration company concerned or from any
other person.

(4) In any case where—

(a) reliefhas been given under subsection (1) above in respect of a contribution,
and

(b) any benefit received in any chargeable period by the contributor or any
person connected with him is in any way attributable to that contribution,

the contributor shall in respect of that chargeable period be charged to tax under Case
I or Case II of Schedule D or, if he is not chargeable to tax under either of those
Cases for that period, under Case VI of Schedule D on an amount equal to the value
of that benefit.

(5) In this section “urban regeneration company” means any body of persons (whether
corporate or unincorporate) which the Treasury by order designates as an urban
regeneration company for the purposes of this section.

(6) The Treasury may only make an order under subsection (5) above designating a body
as an urban regeneration company for the purposes of this section if they consider
that each of the criteria in subsection (7) below is satisfied in the case of the body.

(7) The criteria are that—

(a) the sole or main function of the body is to co-ordinate the regeneration of a
specific urban area in the United Kingdom;

(b) the body is expected to seek to perform that function by creating a plan for
the development of that area and endeavouring to secure that the plan is
carried into effect;

(¢) in co-ordinating the regeneration of that area, the body is expected to work
together with some or all of the public or local authorities which exercise
functions in relation to the whole or part of that area.

(8) An order under subsection (5) above may be framed so as to take effect on a date
earlier than the making of the order, but not earlier than—

(a) 1st April 2003, in the case of the first order under that subsection, or
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(b) three months before the date on which the order is made, in the case of any
subsequent order.

(9) Section 839 (connected persons) applies for the purposes of this section.

(10) This section applies to contributions made on or after 1st April 2003.

80 Expenses connected with foreign trades etc.

(1) ™*This section applies in the case of a trade, profession or vocation carried on wholly
outside the United Kingdom by an individual (“the taxpayer”) who does not satisfy
the Board as mentioned in section 65(4); and it is immaterial in the case of a trade or
profession whether the taxpayer carries it on solely or in partnership.

(2) Expenses of the taxpayer—

(a) in travelling from any place in the United Kingdom to any place where the
trade, profession or vocation is carried on;

(b) in travelling to any place in the United Kingdom from any place where the
trade, profession or vocation is carried on; or

(c) onboard and lodging for the taxpayer at any place where the trade, profession
or vocation is carried on;

shall, subject to subsections (3) and (4) below, be treated for the purposes of
section 74(a) as having been wholly and exclusively expended for the purposes of the
trade, profession or vocation.

(3) Subsection (2) above does not apply unless the taxpayer’s absence from the United
Kingdom is occasioned wholly and exclusively for the purpose of performing the
functions of the trade, profession or vocation or of performing those functions and the
functions of any other trade, profession or vocation (whether or not one in the case
of which this section applies).

(4) Where subsection (2) above applies and more than one trade, profession or vocation in
the case of which this section applies is carried on at the place in question, the expenses
shall be apportioned on such basis as is reasonable between those trades, professions or
vocations; and the expenses so apportioned to a particular trade, profession or vocation
shall be treated for the purposes of section 74(a) as having been wholly and exclusively
expended for the purposes of that trade, profession or vocation.

(5) Where the taxpayer is absent from the United Kingdom for a continuous period of 60
days or more wholly and exclusively for the purpose of performing the functions of
one or more trades, professions or vocations in the case of which this section applies,
expenses to which subsection (6) below applies shall be treated in accordance with
subsection (7) or (8) below (as the case may be).

(6) This subsection applies to the expenses of any journey by the taxpayer’s spouse, or any
child of his, between any place in the United Kingdom and the place of performance
of any of those functions outside the United Kingdom, if the journey—

(a) is made in order to accompany him at the beginning of the period of absence
or to visit him during that period; or
(b) is areturn journey following a journey falling within paragraph (a) above;
but this subsection does not apply to more than two outward and two return journeys
by the same person in any year of assessment.
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(7) The expenses shall be treated for the purposes of section 74(a) as having been
wholly and exclusively expended for the purposes of the trade, profession or vocation
concerned (if there is only one).

(8) The expenses shall be apportioned on such basis as is reasonable between the trades,
professions or vocations concerned (if there is more than one) and the expenses
so apportioned to a particular trade, profession or vocation shall be treated for the
purposes of section 74(a) as having been wholly and exclusively expended for the
purposes of that trade, profession or vocation.

(9) In subsection (6) above “child” includes a stepchild and an illegitimate child but does
not include a person who is aged 18 or over at the beginning of the outward journey.

(10) Nothing in this section shall permit the same sum to be deducted for more than one
trade, profession or vocation in respect of expenses in computing [***profits].

Textual Amendments
F266 Words in s. 80(10) substituted (31.7.1998) by Finance Act 1998 (c. 36), s. 46(3)(a)(b), Sch. 7 para. 1

Marginal Citations
M129 SOURCE-1986 s. 35

81 Travel between trades etc.

(1) M*Where a taxpayer (within the meaning of section 80) travels between a place where
he carries on a trade, profession or vocation in the case of which section 80 applies
and a place outside the United Kingdom where he carries on another trade, profession
or vocation (whether or not one in the case of which that section applies) expenses of
the taxpayer on such travel shall, subject to subsections (3) to (5) below, be treated for
the purposes of section 74(a) as having been wholly and exclusively expended for the
purposes of the trade, profession or vocation mentioned in subsection (2) below.

(2) The trade, profession or vocation is—
(a) the one carried on at the place of the taxpayer’s destination; or

(b) if that trade, profession or vocation is not one in the case of which section 80
applies, the one carried on at the place of his departure.

(3) This section does not apply unless the journey was made—

(a) after performing functions of the trade, profession or vocation carried on at
the place of departure; and

(b) for the purpose of performing functions of the trade, profession or vocation
carried on at the place of destination.

(4) This section does not apply unless the taxpayer’s absence from the United Kingdom
is occasioned wholly and exclusively for the purpose of performing the functions of
both the trades, professions or vocations concerned or of performing those functions
and the functions of any other trade, profession or vocation.

(5) Where this section applies and more than one trade, profession or vocation in the case
of which section 80 applies is carried on at the place of the taxpayer’s destination or (in
a case falling within subsection (2)(b) above) at the place of his departure, the expenses
shall be apportioned on such basis as is reasonable between those trades, professions or
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vocations; and the expenses so apportioned to a particular trade, profession or vocation
shall be treated for the purposes of section 74(a) as having been wholly and exclusively
expended for the purposes of that trade, profession or vocation.

(6) Nothing in this section shall permit the same sum to be deducted for more than one
trade, profession or vocation in respect of expenses in computing profits or gains.

Marginal Citations
M130 SOURCE-1986 s. 36

82 Interest paid to non-residents.

(1) ™*'In computing the [***"profits] arising from a trade, profession or vocation, no sum

shall be deducted in respect of any annual interest paid to a person not resident in the
United Kingdom unless—
(a) the person making the payment has deducted income tax from the payment in
accordance with section 349(2) and accounts for the tax so deducted, or

(b) the conditions set out in subsection (2) below are satisfied.

(2) The conditions referred to in subsection (1)(b) above are as follows—
(a) that the trade, profession or vocation is carried on by a person residing in the
United Kingdom, and
(b) that the liability to pay the interest was incurred exclusively for the purposes
of the trade, profession or vocation, and
(c) that either—

(1) the liability to pay the interest was incurred wholly or mainly for the
purposes of activities of the trade, profession or vocation carried on
outside the United Kingdom, or

(ii) the interest is payable in a currency other than sterling, and
(d) that, under the terms of the contract under which the interest is payable,
the interest is to be paid, or may be required to be paid, outside the United
Kingdom, and
(e) that the interest is in fact paid outside the United Kingdom.

(3) Where the trade, profession or vocation is carried on by a partnership, subsection (1)
(b) above shall not apply to any interest which is payable to any of the partners, or is
payable in respect of the share of any partner in the partnership capital.

(4) Subsection (1)(b) above shall not apply where—

(a) thetrade, profession or vocation is carried on by a body of persons over whom
the person entitled to the interest has control; or

(b) the person entitled to the interest is a body of persons over whom the person
carrying on the trade, profession or vocation has control; or

(c) the person carrying on the trade, profession or vocation and the person entitled
to the interest are both bodies of persons and some other person has control
over both of them.

In this subsection, the references to a body of persons include references to
a partnership, and “control” has the meaning given by section 840.
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(5) If interest paid under deduction of tax in accordance with section 349(2) is deductible
in computing the [“*profits] of a trade, profession or vocation the amount so
deductible shall be the gross amount.

(6) This section does not apply for the purposes of corporation tax %, . ..

Textual Amendments
F267 Words in s. 82(1)(5) substituted (31.7.1998) by Finance Act 1998 (c. 36), s. 46(3)(a)(b), Sch. 7 para. 1
F268 Words in s. 82(6) repealed (with effect in accordance with s. 38(2)(3) of the repealing Act) by Finance
Act 1998 (c. 36), Sch. 27 Pt. 3(4), Note

Marginal Citations
M131 SOURCE-1970 s. 131(1)—(5), (7); 1982 s. 64(1)

VALID FROM 28/07/2000

82A  Expenditure on research and development.

(1) Notwithstanding anything in section 74, where a person carrying on a trade incurs
expenditure not of a capital nature on research and development—

(a) related to that trade, and
(b) directly undertaken by him or on his behalf,

the expenditure incurred may be deducted as an expense in computing the profits of
the trade for the purposes of tax.

(2) For this purpose expenditure on research and development does not include
expenditure incurred in the acquisition of rights in, or arising out of, research and
development.

Subject to that, it includes all expenditure incurred in carrying out, or providing
facilities for carrying out, research and development.

(3) The reference in subsection (1) above to research and development related to a trade

includes—
(a) research and development which may lead to or facilitate an extension of
that trade;

(b) research and development of a medical nature which has a special relation
to the welfare of workers employed in that trade.

(4) The same expenditure may not be taken into account under this section in relation
to more than one trade.

(5) In this section “research and development™ has the meaning given by section 837A
and includes oil and gas exploration and appraisal.

Modifications etc. (not altering text)
C138 S. 82A modified (1.1.2005 with effect in accordance with art. 2 of the commencing S.1.) by Finance
Act 2004 (c. 12), s. 53(2); S.I. 2004/32638, art. 2
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VALID FROM 28/07/2000

82B  Payments to research associations, universities etc.

(1) Notwithstanding anything in section 74, where a person carrying on a trade—
(a) pays any sum to a scientific research association that—
(1) has as its object the undertaking of scientific research related to the
class of trade to which the trade he is carrying on belongs, and
(i1) is for the time being approved for the purposes of this section by the
Secretary of State, or
(b) pays any sum to be used for such scientific research as is mentioned in
paragraph (a) above to any such university, college research institute or other
similar institution as is for the time being approved for the purposes of this
section by the Secretary of State,

the sum paid may be deducted as an expense in computing the profits of the trade
for the purposes of tax.

(2) In this section “scientific research” means any activities in the fields of natural or
applied science for the extension of knowledge.

(3) The reference in this section to scientific research related to a class of trade
includes—

(a) scientific research which may lead to or facilitate an extension of trades of
that class;

(b) scientific research of a medical nature which has a special relation to the
welfare of workers employed in trades of that class.

(4) If a question arises under this section whether, or to what extent, any activities
constitute or constituted scientific research, the Board shall refer the question for
decision to the Secretary of State.

The decision of the Secretary of State is final.

(5) The same expenditure may not be taken into account under this section in relation
to more than one trade.

83 Patent fees etc. and expenses.

MI2Notwithstanding anything in section 74, in computing the [**®profits] of a trade

there may be deducted as expenses any fees paid or expenses incurred—

(a) in obtaining for the purposes of the trade the grant of a patent, an extension of
the term of a patent, the registration of a design or trade mark, [*"’an extension
of the period for which the right in a registered design subsists] or the renewal
of registration of a trade mark, or

(b) in connection with a rejected or abandoned application for a patent made for
the purposes of the trade.
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Textual Amendments
F269 Words in s. 83 substituted (31.7.1998) by Finance Act 1998 (c. 36), s. 46(3)(a)(b), Sch. 7 para. 1
F270 Sch.7 para.36(2)Copyright, Designs and Patents Act 1988 (c.48)—in force on 14August 1989.
(Commencement order—S.1. 1989 No.816—not reproduced.)Previously
“the extension of the period of copyright in a design”.
F271 Words in s. 83 repealed (31.10.1994) by Trade Marks Act 1994 (c. 26), s. 109(1), Sch. 5; S.I.
1994/2550, art. 2

Modifications etc. (not altering text)
C139 S. 83(a) modified (31.10.1994) by Trade Marks Act 1994 (c. 26), s. 109(1), Sch. 4 para. 1(1)(2); S.I.
1994/2550, art. 2

Marginal Citations
M132 SOURCE-1970s. 132

VALID FROM 27/07/1999

83A  Gifts in kind to charities etc.

(1) This section applies where a person carrying on a trade, profession or vocation gives
an article falling within subsection (2) below to—

(a) a charity within the meaning of section 506, or
(b) abody listed in section 507(1).

(2) An article falls within this subsection if—

(a) it is an article manufactured, or of a class or description sold, by the donor
in the course of his trade; or

(b) it is an article used by the donor in the course of his trade, profession
or vocation which for the purposes of Part II of the 1990 Act constitutes
machinery or plant used by him wholly or partly in the course of that trade,
profession or vocation.

(3) Subject to subsection (4) below, where this section applies in the case of the gift of
an article—

(a) no amount shall be required, in consequence of the donor’s disposal of that
article from trading stock, to be brought into account for the purposes of the
Tax Acts as a trading receipt of the donor; and

(b) section 24(6) of the 1990 Act shall not require the donor to bring into account
any disposal value in respect of the article for the purposes of that section.

(4) In any case where—
(a) relief'is given under subsection (3) above in respect of the gift of an article,
and
(b) any benefit received in any chargeable period by the donor or any person
connected with him is in any way attributable to the making of that gift,

the donor shall in respect of that chargeable period be charged to tax under Case I or
Case II of Schedule D or, if he is not chargeable to tax under either of those Cases
for that period, under Case VI of Schedule D on an amount equal to the value of
that benefit.
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(5) Section 839 applies for the purposes of this section.

[84 2Gifts to educational establishments.

(1) This section applies where a person carrying on a trade, profession or vocation (“the

donor””) makes a gift for the purposes of a designated educational establishment of—

(a) an article manufactured, or of a class or description sold, by the donor in the

course of his trade which qualifies as machinery or plant in the hands of the
educational establishment; or

(b) anarticle used by the donor in the course of his trade, profession or vocation—

(1) which, for the purposes of Part II of the 1990 Act (capital allowances
for machinery and plant), constitutes machinery or plant used by him
wholly or partly in the course of that trade, profession or vocation; and

(i1) in respect of which he has claimed an allowance under that Part of
that Act.

(2) For the purposes of this section, an article “qualifies as machinery or plant in the hands
of an educational establishment” if, and only if, it is an article such that—

(a) were the activities carried on by the educational establishment regarded as a
trade carried on by a body of persons, and

(b) had that body, at the time of the gift, incurred capital expenditure wholly and
exclusively on the provision of an identical article for the purposes of those
activities, and

(c) had the identical article belonged to that body in consequence of the incurring
of that expenditure,

the identical article would be regarded for the purposes of Part II of the 1990 Act as
machinery or plant provided by the body for the purposes of that trade.

(3) Where this section applies—

(a) if'the gift is of an article falling within paragraph (a) of subsection (1) above,
then, for the purposes of the Tax Acts, no amount shall be required to be
brought into account as a trading receipt of the donor in consequence of his
disposal of that article from trading stock; and

(b) if the gift is of an article falling within paragraph (b) of that subsection,
subsection (6) of section 24 of the 1990 Act shall not require the donor to
bring into account any disposal value in respect of the article for the purposes

of that section;

but this subsection shall not apply unless, within [**”’the period specified in

subsection (3A) below], the donor makes a claim for relief under this subsection,
specifying the article given and the name of the educational establishment in question.

[ The period mentioned in subsection (3) above is—

H3A) (a) in the case of a claim with respect to income tax, the period ending with the
first anniversary of the 31st January next following the year of assessment in
whose basis period the gift is made;

(b) in the case of a claim with respect to corporation tax, the period of two years
beginning at the end of the accounting period in which the gift is made.

(3B) In paragraph (a) of subsection (3A) above “basis period” means—
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(a) inrelation to a year of assessment for which a basis period is given by sections
60 to 63, that basis period,

(b) inrelation to a year of assessment for which no basis period is given by those
sections, the year of assessment.|

(4) In any case where—
(a) reliefis given under subsection (3) above in respect of the gift of an article, and

(b) any benefit received in any chargeable period by the donor or any person
connected with him is in any way attributable to the making of that gift,

the donor shall in respect of that chargeable period be charged to tax under Case I or
Case II of Schedule D or, if he is not chargeable to tax under either of those Cases
for that period, under Case VI of Schedule D on an amount equal to the value of that
benefit.

(5) In this section “designated educational establishment” means any educational
establishment designated, or of a category designated,—

(a) as respects Great Britain, in regulations made by the Secretary of State; or

(b) as respects Northern Ireland, in regulations made by the Department of
Education for Northern Ireland;

and any such regulations may make different provision for different areas.

(6) If any question arises as to whether a particular establishment falls within a category
designated in regulations under subsection (5) above, the Board shall refer the question
for decision—

(a) in the case of an establishment in Great Britain, to the Secretary of State, or

(b) in the case of an establishment in Northern Ireland, to the Department of
Education for Northern Ireland.

(7) The power of the Secretary of State to make regulations under subsection (5) above
shall be exercisable by statutory instrument; and a statutory instrument containing
any such regulations shall be subject to annulment in pursuance of a resolution of the
House of Commons.

(8) Regulations made under subsection (5) above for Northern Ireland—
(a) shall be a statutory rule for the purposes of the Statutory Rules (Northern
Ireland) Order 1979; and
(b) shall be subject to negative resolution within the meaning of section 41(6) of
the Interpretation Act (Northern Ireland) 1954.

(9) Section 839 applies for the purposes of subsection (4) above.]

Textual Amendments
F272 S. 84 substituted by Finance Act 1991 (c. 31, SIF 63:1), s. 68(1)(2)
F273 Words in s. 84(3) substituted (with effect in accordance with s. 135(2) of the amending Act) by
Finance Act 1996 (c. 8), Sch. 21 para. 2(2)
F274 S. 84(3A)(3B) inserted (with effect in accordance with s. 135(2) of the amending Act) by Finance Act
1996 (c. 8), Sch. 21 para. 2(3)
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Modifications etc. (not altering text)
C140 S. 84: functions transferred (1.7.1999 immediately after the coming into force of Scotland Act
1998 (c. 46), s. 53) by The National Assembly for Wales (Transfer of Functions) Order 1999 (S.1.
1999/672), arts. 1(2), 2, Sch. 1

[84A  "Costs of establishing share option or profit sharing schemes: relief.

(1) Subsection (2) below applies where—

(a) a company incurs expenditure on establishing a share option scheme which
the Board approve and under which no employee or director obtains rights
before such approval is given, or

(b) acompany incurs expenditure on establishing a profit sharing scheme which

the Board approve and under which the trustees acquire no shares before such
approval is given.

(2) In such a case the expenditure—
(a) shall be deducted in computing for the purposes of Schedule D the |
of a trade carried on by the company, or
(b) if the company is an investment company or a company in the case of which

section 75 applies by virtue of section 76, shall be treated as expenses of
management.

F276,

profits]

(3) In a case where—
(a) subsection (2) above applies, and
(b) the approval is given after the end of the period of nine months beginning with
the day following the end of the period of account in which the expenditure
is incurred,
for the purpose of applying subsection (2) above the expenditure shall be treated as
incurred in the period of account in which the approval is given (and not the period
of account mentioned in paragraph (b) above).

(4) References in this section to approving are to approving under Schedule 9.

(5) This section applies where the expenditure is incurred on or after 1st April 1991.]

Textual Amendments
F275 S. 84A inserted by Finance Act 1991 (c. 31, SIF 63:1), s. 42
F276 Words in s. 84A(2)(a) substituted (31.7.1998) by Finance Act 1998 (c. 36), s. 46(3)(a)(b), Sch. 7 para.
1

85 Payments to trustees of approved profit sharing schemes.

(1) ™3 Any sum expended in making a payment to the trustees of an approved profit
sharing scheme by a company which is in relation to that scheme the grantor or a
participating company—

(a) shall be deducted in computing for the purposes of Schedule D the |
of a trade carried on by that company; or

F277

profits]
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(b) if that company is an investment company or a company in the case of which
section 75 applies by virtue of section 76, shall be treated as expenses of
management,

if, and only if, one of the conditions in subsection (2) below is fulfilled.

(2) The conditions referred to in subsection (1) above are—

(a) that before the expiry of the relevant period the sum in question is applied by
the trustees in the acquisition of shares for appropriation to individuals who
are eligible to participate in the scheme by virtue of their being or having been
employees or directors of the company making the payment; and

(b) that the sum is necessary to meet the reasonable expenses of the trustees in
administering the scheme.

(3) For the purposes of subsection (2)(a) above “the relevant period” means the period of
nine months beginning on the day following the end of the period of account in which
the sum in question is charged as an expense of the company incurring the expenditure
or such longer period as the Board may allow by notice given to that company.

(4) For the purposes of this section, the trustees of an approved profit sharing scheme
shall be taken to apply sums paid to them in the order in which the sums are received
by them.

(5) In this section—

“approved profit sharing scheme” means a profit sharing scheme approved
under Schedule 9; and

“the grantor” and “participating company” have the meaning given by
paragraph 1(3) and (4) of that Schedule.

Textual Amendments
F277 Words in s. 85(1)(a) substituted (31.7.1998) by Finance Act 1998 (c. 36), s. 46(3)(a)(b), Sch. 7 para. 1

Modifications etc. (not altering text)
C141 S. 85 amended (28.7.2000) by Finance Act 2000 (c. 17), s. 50

Marginal Citations
M133 SOURCE-1978 s. 60

[85A "7 Costs of establishing employee share ownership trusts: relief.

(1) Subsection (2) below applies where a company incurs expenditure on establishing a
qualifying employee share ownership trust.

(2) In such a case the expenditure—
(a) shall be deducted in computing for the purposes of Schedule D the [
of a trade carried on by the company, or
(b) if the company is an investment company or a company in the case of which

section 75 applies by virtue of section 76, shall be treated as expenses of
management.

F279

profits]

(3) In a case where—
(a) subsection (2) above applies, and
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(b) the trust is established after the end of the period of nine months beginning
with the day following the end of the period of account in which the
expenditure is incurred,

for the purpose of applying subsection (2) above the expenditure shall be treated as
incurred in the period of account in which the trust is established (and not the period
of account mentioned in paragraph (b) above).

(4) In this section “qualifying employee share ownership trust” shall be construed in
accordance with Schedule 5 to the Finance Act 1989.

(5) For the purposes of this section the trust is established when the deed under which it
is established is executed.

(6) This section applies where the expenditure is incurred on or after 1st April 1991.]

Textual Amendments
F278 S. 85A inserted by Finance Act 1991 (c. 31, SIF 63:1), s. 43
F279 Words in s. 85A(2)(a) substituted (31.7.1998) by Finance Act 1998 (c. 36), s. 46(3)(a)(b), Sch. 7 para.
10

VALID FROM 06/04/2003

85B  Approved share incentive plans

Schedule 4A A (which provides for deductions relating to approved share incentive
plans) shall have effect.

86 Employees seconded to charities and educational establishments.

(1) M*If a person (“the employer™) carrying on a trade, profession, vocation or business
for the purposes of which he employs a person (“the employee”) makes available to
a charity, on a basis which is expressed and intended to be of a temporary nature,
the services of the employee then, notwithstanding anything in section 74 or 75,
any expenditure incurred (or disbursed) by the employer which is attributable to the
employment of that employee shall continue to be deductible in the manner and to the
like extent as if, during the time that his services are so made available to the charity,
they continued to be available for the purposes of the employer’s trade, business,
profession or vocation.

(2) In subsection (1) above—
“charity” has the same meaning as in section 506;
“deductible” means deductible as an expense in computing the [****profits]
of the employer to be charged under Case I or II of Schedule D or, as the case
may be, deductible as expenses of management for the purposes of section 75.

(3) With respect to expenditure attributable to the employment of a person on or after 26th
November 1986 "*'. . .| this section shall have effect as if the references to a charity
included references to any of the following bodies, that is to say—

(a) in England and Wales, any local education authority and any educational
institution maintained by such an authority;
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(b) in Scotland, any education authority, any educational establishment
maintained by such an authority, and any college of education or central
institution within the meaning of the "**Education (Scotland) Act 1980;

(c) in Northern Ireland, any education and library board, college of education
or controlled school within the meaning of the Y**Education and Libraries
(Northern Ireland) Order 1986 and any institution of further education which
is under the management of an education and library board by virtue of Article
28 of that Order; and

(d) any other educational body which is for the time being approved for the
purposes of this section by the Secretary of State or, in Northern Ireland, the
Department of Education for Northern Ireland.

Textual Amendments
F280 Words in s. 86(2) substituted (31.7.1998) by Finance Act 1998 (c. 36), s. 46(3)(a)(b), Sch. 7 para. 1
F281 Words in s. 86(3) repealed (retrospectively) by Finance Act 1999 (c. 16), s. 58(2)(5), Sch. 20 Pt. 3(14),
Note

Marginal Citations
M134 SOURCE-1983 s. 28; 1984 5. 33; 1987 s. 34
M135 1980 c. 44.
M136 S.1. 1986/594 (N.I. 3).

[F***86A Charitable donations: contributions to agent’s expenses.

(1) This section applies where—

(a) a person (the employer) is liable to make to any individual payments from
which income tax falls to be deducted by virtue of section 203 and regulations
under that section, and

(b) the employer withholds sums from those payments in accordance with a
scheme falling within subsection (3) of section 202 and pays the sums to an
agent (within the meaning of subsection (4)(a) of that section).

(2) Any relevant expenditure incurred by the employer on or after 16th March 1993—
(a) shall be deducted in computing for the purposes of Schedule D the [***profits]
of a trade, profession or vocation carried on by the employer, or
(b) if the employer is an investment company or a company in the case of which
section 75 applies by virtue of section 76, shall be treated as expenses of
management.

(3) Relevant expenditure is expenditure incurred in making to the agent any payment in
respect of expenses which have been or are to be incurred by the agent in connection
with his functions under the scheme.]

Textual Amendments
F282 S. 86A inserted (27.7.1993) by 1993 c. 34, .69
F283 Words in s. 86A(2)(a) substituted (31.7.1998) by Finance Act 1998 (c. 36), s. 46(3)(a)(b), Sch. 7 para.
1
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87 Taxable premiums etc.

(1) ™" This section applies where in relation to any land used in connection with a trade,
profession or vocation—
[**(a) any amount falls to be treated as a receipt of a Schedule A business by virtue
of section 34 or 35, or

(b) any amount would fall to be so treated but for the operation of section 37(2)
or (3);]
and that amount is referred to below as “the amount chargeable”.

(2) ™3 Subject to subsections (3) to (8) below, where—

(a) during any part of the relevant period the land in relation to which the amount
chargeable arose is occupied by the person for the time being entitled to the
lease as respects which it arose, and

(b) that occupation is for the purposes of a trade, profession or vocation carried
on by him,
he shall be treated, in computing the [ “*profits] of the trade, profession or vocation
chargeable to tax under Case I or II of Schedule D, as paying in respect of that land
rent for the period (in addition to any actual rent), becoming due from day to day, of
an amount which bears to the amount chargeable the same proportion as that part of
the relevant period bears to the whole.

F285

(3) As respects any period during which a part only of the land in relation to which
the amount chargeable arose is occupied as mentioned in subsection (2) above, that
subsection shall apply as if the whole were so occupied, but the amount chargeable
shall be treated as reduced by so much thereof as, on a just apportionment, is
attributable to the remainder of the land.

(4) ™*Where a person, although not in occupation of the land or any part of the land,
deals with his interest in the land or that part as property employed for the purposes of
a trade, profession or vocation carried on by him, subsections (2) and (3) above shall
apply as if the land or part were occupied by him for those purposes.

(5) M**Where section 37(2) and (3) has effect in relation to a lease granted out of the
interest referred to in subsection (4) above, subsections (5) and (6) of that section shall
apply for modifying the operation of subsections (2) and (3) above as they apply for
modifying the operation of subsection (4) of that section.

(6) ™*'In computing [****profits] chargeable under Case I or II of Schedule D for any

chargeable period, rent shall not by virtue of subsection (4) above be treated as paid by
a person for any period in respect of land in so far as rent treated under section 37(4)
as paid by him for that period in respect of the land has in any previous chargeable
period been deducted, or falls in that chargeable period to be deducted under Part II.

(7) M**Where, in respect of expenditure on the acquisition of his interest in the land in
relation to which the amount chargeable arose, a person has become entitled to an
allowance under [***Part IV of the 1990 Act in respect of expenditure falling within
section 105(1)(b) of that Act] (mineral depletion) for any chargeable period, then—

(a) if the allowance is in respect of the whole of the expenditure, no deduction
shall be allowed him under this section for that or any subsequent chargeable
period; or

(b) if the allowance is in respect of part only of the expenditure (“the allowable
part”), a deduction allowed him under this section for that or any subsequent
chargeable period shall be the fraction—
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A—B
A

of the amount which apart from this subsection would fall to be deducted,
where—

A is the whole of the expenditure, and

B is the allowable part of the expenditure;
F287

(8) Where the amount chargeable arose under section 34(2) by reason of an obligation
which included the carrying out of work in respect of which any capital allowance
has fallen or will fall to be made, this section shall apply as if the obligation had not
included the carrying out of that work and the amount chargeable had been calculated
accordingly.

(9) ™*In this section “the relevant period” means—

(a) where the amount chargeable arose under section 34, the period treated in
computing that amount as the duration of the lease;

(b) where the amount chargeable arose under section 35, the period treated in
computing that amount as the duration of the lease remaining at the date of
the assignment.

( 1 O) F288

Textual Amendments

F284 S. 87(1)(a)(b) substituted (with effect in accordance with s. 38(2)(3) of the amending Act) by Finance
Act 1998 (c. 36), Sch. 5 para. 34 (with Sch. 5 para. 73)

F285 Words in s. 87(2)(6) substituted (31.7.1998) by Finance Act 1998 (c. 36), s. 46(3)(a)(b), Sch. 7 para. 1

F286 1990(C) s.164and Sch.1 para.8(5).Previously
“section 60 of the 1968 Act”.

F287 Words repealed by 1990(C) s.164(4)and Sch.2.See 1989edition for these provisions.

F288 S. 87(10) repealed (with effect in accordance with s. 38(2)(3) of the repealing Act) by Finance Act
1998 (c. 36), Sch. 27 Pt. 3(4), Note

Modifications etc. (not altering text)

C142 See—1976(D) Sch.6 para.4(4)—no account to be taken of any deduction of realised development
value. 1976(D)repealed by 1985 s5.93, 98(6)and Sch.27 Part Xfrom 19March 1985.1990(C)
s.111—reduction of qualifying expenditure for premium relief.

C143 S. 87 excluded (19.9.1994) by Coal Industry Act 1994 (c. 21), s. 68(4), Sch. 4 para. 15(2) (with s.
40(7)); S. 1. 1994/2189, art. 2, Sch.

C144 S. 87 excluded (8.11.1995) by Atomic Energy Authority Act 1995 (c. 37), Sch. 3 para. 9(2)

C145 S. 87 excluded (24.7.1996) by Broadcasting Act 1996 (c. 55), s. 149(1)(f), Sch 7 para. 21(2) (with s.
43(6))

C146 S. 87(1) modified (with effect in accordance with s. 39(4)(5) of the modifying act) by Finance Act
1995 (c. 4), Sch. 6 para. 14(1)

Marginal Citations
M137 SOURCE-1970s. 134(1); 1978 s. 32


http://www.legislation.gov.uk/id/ukpga/1988/1/section/87/1/a/b
http://www.legislation.gov.uk/id/ukpga/1998/36/section/38/2/3
http://www.legislation.gov.uk/id/ukpga/1998/36
http://www.legislation.gov.uk/id/ukpga/1998/36
http://www.legislation.gov.uk/id/ukpga/1998/36/schedule/5/paragraph/34
http://www.legislation.gov.uk/id/ukpga/1998/36/schedule/5/paragraph/73
http://www.legislation.gov.uk/id/ukpga/1988/1/section/87/2/6
http://www.legislation.gov.uk/id/ukpga/1998/36
http://www.legislation.gov.uk/id/ukpga/1998/36/section/46/3/a/b
http://www.legislation.gov.uk/id/ukpga/1998/36/schedule/7/paragraph/1
http://www.legislation.gov.uk/id/ukpga/1988/1/section/87/10
http://www.legislation.gov.uk/id/ukpga/1998/36
http://www.legislation.gov.uk/id/ukpga/1998/36
http://www.legislation.gov.uk/id/ukpga/1998/36/schedule/27/part/3/4
http://www.legislation.gov.uk/id/ukpga/1988/1/section/87
http://www.legislation.gov.uk/id/ukpga/1994/21
http://www.legislation.gov.uk/id/ukpga/1994/21/section/68/4
http://www.legislation.gov.uk/id/ukpga/1994/21/schedule/4/paragraph/15/2
http://www.legislation.gov.uk/id/ukpga/1994/21/section/40/7
http://www.legislation.gov.uk/id/ukpga/1994/21/section/40/7
http://www.legislation.gov.uk/id/uksi/1994/2189
http://www.legislation.gov.uk/id/uksi/1994/2189/article/2
http://www.legislation.gov.uk/id/uksi/1994/2189/schedule
http://www.legislation.gov.uk/id/ukpga/1988/1/section/87
http://www.legislation.gov.uk/id/ukpga/1995/37
http://www.legislation.gov.uk/id/ukpga/1995/37/schedule/3/paragraph/9/2
http://www.legislation.gov.uk/id/ukpga/1988/1/section/87
http://www.legislation.gov.uk/id/ukpga/1996/55
http://www.legislation.gov.uk/id/ukpga/1996/55/section/149/1/f
http://www.legislation.gov.uk/id/ukpga/1996/55/schedule/7/paragraph/21/2
http://www.legislation.gov.uk/id/ukpga/1996/55/section/43/6
http://www.legislation.gov.uk/id/ukpga/1996/55/section/43/6
http://www.legislation.gov.uk/id/ukpga/1988/1/section/87/1
http://www.legislation.gov.uk/id/ukpga/1995/4
http://www.legislation.gov.uk/id/ukpga/1995/4
http://www.legislation.gov.uk/id/ukpga/1995/4/schedule/6/paragraph/14/1
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M138 SOURCE-1970 s. 134(2), (3); 1978 s. 32
M139 SOURCE-1970 s. 134(4)

M140 SOURCE-1970 s. 134(4)(a)

M141 SOURCE-1970 s. 134(4)(b)

M142 SOURCE-1970 s. 134(5), (6); 1986 Sch. 13 para. 26
M143 SOURCE-1970 s. 134(1)(i), (ii)

VALID FROM 06/04/2005

87A  Section 87(2) and (3) and reductions in receipts under ITTOIA 2005

(1) This section applies if—
(a) alease has been granted out of the interest referred to in section 87(4),

(b) in calculating the amount that falls to be treated as a receipt of a UK property
business under Chapter 4 of Part 3 of ITTOIA 2005 in respect of the lease,
there is a reduction under section 288 of that Act by reference to a taxed
receipt, and

(c) the taxed receipt is the amount chargeable for the purposes of section 87.

(2) Section 37A (section 37(4) and reductions in receipts under ITTOIA 2005) shall
apply for modifying the operation of section 87(2) and (3) as it applies for modifying
the operation of section 37(4).

(3) In this section the following expressions have the same meaning as in Chapter 4 of
Part 3 of ITTOIA 2005—

“reduction under section 288 by reference to a taxed receipt” (see section 290(6)
of that Act), and

“taxed receipt” (see section 287(4) of that Act).

88 Payments to Export Credit Guarantee Department.

MI%Any sums paid by a person to the Export Credits Guarantee Department under
an agreement entered into under arrangements made by the Secretary of State in
pursuance of section 11 of the ™*Export Guarantees and Overseas Investment Act
1978, or with a view to entering into such an agreement, shall be included—
(a) in the sums to be deducted in computing for the purposes of Case I or Case
IT of Schedule D the [*¥profits] of any trade, profession or vocation carried
on by that person; or
(b) if that person is an investment company or a company in the case of which
section 75 applies by virtue of section 76, in the sums to be deducted as
expenses of management in computing the company’s profits for the purposes
of corporation tax;

whether or not they would fall to be so included apart from this section.

Textual Amendments
F289 Words in s. 88(a) substituted (31.7.1998) by Finance Act 1998 (c. 36), s. 46(3)(a)(b), Sch. 7 para. 1


http://www.legislation.gov.uk/id/ukpga/1988/1/section/88/a
http://www.legislation.gov.uk/id/ukpga/1998/36
http://www.legislation.gov.uk/id/ukpga/1998/36/section/46/3/a/b
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Marginal Citations
M144 SOURCE-1972 s. 124(1)
M145 1978 c. 18.

[*"88A Debts of overseas governments etc.

Textual Amendments
F290 Ss. 88A-88C inserted by Finance Act 1990 (c. 29), s. 74
F291 Ss. 88A-88C repealed (with effect in accordance with s. 105(1) of the repealing Act) by Finance Act
1996 (c. 8), Sch. 41 Pt. 5(3), Note (with Sch. 15)

[F*?88B Section 88A debts: restriction on deductions under section 74(j).

Textual Amendments
F292 Ss. 88A-88C inserted by Finance Act 1990 (c. 29), s. 74
F293 Ss. 88A-88C repealed (with effect in accordance with s. 105(1) of the repealing Act) by Finance Act
1996 (c. 8), Sch. 41 Pt. 5(3), Note (with Sch. 15)

[F***88C Section 88A debts: restriction on other deductions.

Textual Amendments
F294 Ss. 88A-88C inserted by Finance Act 1990 (c. 29), s. 74
F295 Ss. 88A-88C repealed (with effect in accordance with s. 105(1) of the repealing Act) by Finance Act
1996 (c. 8), Sch. 41 Pt. 5(3), Note (with Sch. 15)

VALID FROM 07/05/2005

88D  Restriction of deductions in respect of certain debts

(1) This section applies to debts to which the following provisions do not apply—
(a) Chapter 2 of Part 4 of the Finance Act 1996 (loan relationships, etc);
(b) Schedule 26 to the Finance Act 2002 (derivative contracts);
(c) Schedule 29 to that Act (intangible fixed assets).

(2) In calculating the profits of a company's trade for the purposes of corporation tax, no
deduction is allowed in respect of a debt owed to the company, except—

(a) by way of impairment loss, or



http://www.legislation.gov.uk/id/ukpga/1978/18
http://www.legislation.gov.uk/id/ukpga/1988/1/section/88A
http://www.legislation.gov.uk/id/ukpga/1990/29
http://www.legislation.gov.uk/id/ukpga/1990/29/section/74
http://www.legislation.gov.uk/id/ukpga/1988/1/section/88A
http://www.legislation.gov.uk/id/ukpga/1996/8
http://www.legislation.gov.uk/id/ukpga/1996/8
http://www.legislation.gov.uk/id/ukpga/1996/8/schedule/41/part/5/3
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http://www.legislation.gov.uk/id/ukpga/1988/1/section/88A
http://www.legislation.gov.uk/id/ukpga/1996/8
http://www.legislation.gov.uk/id/ukpga/1996/8
http://www.legislation.gov.uk/id/ukpga/1996/8/schedule/41/part/5/3
http://www.legislation.gov.uk/id/ukpga/1988/1/section/88A
http://www.legislation.gov.uk/id/ukpga/1990/29
http://www.legislation.gov.uk/id/ukpga/1990/29/section/74
http://www.legislation.gov.uk/id/ukpga/1988/1/section/88A
http://www.legislation.gov.uk/id/ukpga/1996/8
http://www.legislation.gov.uk/id/ukpga/1996/8
http://www.legislation.gov.uk/id/ukpga/1996/8/schedule/41/part/5/3
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(b) to the extent that the debt is released wholly and exclusively for the purposes
of that trade as part of a statutory insolvency arrangement.

(3) In this section “debt” includes an obligation or liability that falls to be discharged
otherwise than by the payment of money.

(4) In this section “trade” has the meaning given by section 6(4).

89 Debts proving irrecoverable after event treated as discontinuance.

M46Where section 113 or 337(1) applies to treat a trade, profession or vocation
as discontinued by reason of any event, then, in computing for tax purposes the
["***profits] of the trade, profession or vocation in any period after the event, there may
be deducted a sum equal to any amount proved during that period to be irrecoverable
in respect of any debts credited in computing for tax purposes the [****profits] for any
period before the event (being debts the benefit of which was assigned to the persons
carrying on the trade, profession or vocation after the event) in so far as the total
amount proved to be irrecoverable in respect of those debts exceeds any deduction
allowed in respect of them under section 74(j) in a computation for any period before
the event.

Textual Amendments
F296 Words in s. 89 substituted (31.7.1998) by Finance Act 1998 (c. 36), s. 46(3)(a)(b), Sch. 7 para. 1

Marginal Citations
M146 SOURCE-1970s. 135

90 Additional payments to redundant employees.

(1) M¥"Where a payment is made by way of addition to a redundancy payment or to the
corresponding amount of any other employer’s payment and the additional payment
would be—

(a) allowable as a deduction in computing for the purposes of Schedule D the
[*’profits] or losses of a trade, profession or vocation; or

(b) eligible for relief under section 75 or 76 as expenses of management of a
business,

but for the permanent discontinuance of the trade, profession, vocation or business,
the additional payment shall, subject to subsection (2) below, be so allowable or so
eligible notwithstanding that discontinuance and, if made after the discontinuance,
shall be treated as made on the last day on which the trade, profession, vocation or
business was carried on.

(2) Subsection (1) above applies to an additional payment only so far as it does not exceed
three times the amount of the redundancy payment or of the corresponding amount of
the other employer’s payment.

(3) In this section references to the permanent discontinuance of a trade, profession,
vocation or business include references to any occasion on which it is treated as
permanently discontinued by virtue of section 113(1) or 337(1).


http://www.legislation.gov.uk/id/ukpga/1988/1/section/89
http://www.legislation.gov.uk/id/ukpga/1998/36
http://www.legislation.gov.uk/id/ukpga/1998/36/section/46/3/a/b
http://www.legislation.gov.uk/id/ukpga/1998/36/schedule/7/paragraph/1
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(4) In this section references to a redundancy payment or to the corresponding amount of
an employer’s payment shall be construed as in sections 579 and 580.

Textual Amendments
F297 Words in s. 90(1)(a) substituted (31.7.1998) by Finance Act 1998 (c. 36), s. 46(3)(a)(b), Sch. 7 para. 1

Marginal Citations
M147 SOURCE-1980s. 41

91 Cemeteries.

(1) ™*In computing the [****profits] or losses for any period of a trade which consists of

or includes the carrying on of a cemetery, there shall be allowed as a deduction—

(a) any capital expenditure incurred by the person engaged in carrying on the
trade in providing any land in the cemetery sold during that period for the
purpose of interments, and

(b) the appropriate fraction of the residue at the end of that period of the relevant
capital expenditure.

(2) ™*Subject to subsection (3) below, the relevant capital expenditure is capital
expenditure incurred for the purposes of the trade in question by the person engaged
in carrying it on, being—

(a) expenditure on any building or structure other than a dwelling-house, being
a building or structure in the cemetery likely to have little or no value when
the cemetery is full; and

(b) expenditure incurred in providing land taken up by any such building or
structure, and any other land in the cemetery not suitable or adaptable for use
for interments and likely to have little or no value when the cemetery is full.

(3) Relevant capital expenditure—

(a) does not include expenditure incurred on buildings or structures which have
been destroyed before the beginning of the first period to which subsection (1)
above applies in the case of the trade in question; and

(b) of other expenditure incurred before that time, includes only the fraction—

A
A+B

where—

A is the number of grave-spaces which at that time were or could have been
made available in the cemetery for sale, and

B is the number already sold.

(4) ™ *For the purposes of this section—

(a) the residue of any expenditure at the end of a period is the amount incurred
before that time which remains after deducting—


http://www.legislation.gov.uk/id/ukpga/1988/1/section/90/1/a
http://www.legislation.gov.uk/id/ukpga/1998/36
http://www.legislation.gov.uk/id/ukpga/1998/36/section/46/3/a/b
http://www.legislation.gov.uk/id/ukpga/1998/36/schedule/7/paragraph/1
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(i) any amount allowed in respect of that expenditure under
subsection (1)(b) above in computing the [****profits] or losses of the
trade for any previous period, and

(i1) if, after the beginning of the first period to which subsection (1)
above applies in the case of a trade and before the end of the period
mentioned at the beginning of this subsection, any asset representing
that expenditure is sold or destroyed, the net proceeds of sale or, as
the case may be, any insurance money or other compensation of any
description received by the person carrying on the trade in respect of
the destruction and any money received by him for the remains of the
asset; and

(b) the appropriate fraction of the residue of any expenditure at the end of any
period is—

A
A+B

where—
A is the number of grave-spaces in the cemetery sold in the period, and

B is the number of grave-spaces which at the end of the period are or could
be made available in the cemetery for sale.

(5) Where in any chargeable period there is a change in the persons engaged in carrying on
a trade which consists of or includes the carrying on of a cemetery, any allowance to
be made under this section to the persons carrying on the trade after the change shall,
whether or not it is to be assumed for other purposes that the trade was discontinued
and a new trade set up and commenced, be computed—

(a) asifthey had at all times been engaged in carrying on the trade;

(b) asifeverything done to or by any of their predecessors in carrying on the trade
had been done to or by them; and

(c) without regard to the price paid on any sale on the occasion of any such
change.

(6) No expenditure shall be taken into account under both paragraph (a) and paragraph (b)
of subsection (1) above, whether for the same or different periods.

(7) This section shall apply in relation to a trade which consists of or includes the carrying
on of a crematorium and, in connection therewith, the maintenance of memorial garden
plots, as it applies in relation to a trade which consists of or includes the carrying on
of a cemetery, but subject to the modifications that—

(a) references to the cemetery or land in the cemetery shall be taken as references
to the land which is devoted wholly to memorial garden plots, and

(b) references to grave-spaces shall be taken as references to memorial garden
plots, and

(c) references to the sale or use of land for interments shall be taken as references
to its sale or use for memorial garden plots.

(8) In this section—
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(a) references to the sale of land include references to the sale of a right of
interment in land, and to the appropriation of part of a memorial garden in
return for a dedication fee or similar payment;

(b) references to capital expenditure incurred in providing land shall be taken as
references to the cost of purchase and to any capital expenditure incurred in
levelling or draining it or otherwise rendering it suitable for the purposes of
a cemetery or a memorial garden; and

(¢c) the reference in subsection (4)(a)(ii) to subsection (1) above includes a
reference to section 141 of the 1970 Act and section 22 of the "'*'Finance Act
1952 (which made similar provision to that made by this section).

(9) [ Section 153 of the 1990 Act] (which relates to expenditure which is reimbursed to
a person carrying on a trade) shall apply for the purposes of this section as it applies
for the purposes of [***’that Act].

Textual Amendments

F298 Words in s. 91(1)(4)(a)(i) substituted (31.7.1998) by Finance Act 1998 (c. 36), s. 46(3)(a)(b), Sch. 7
para. 1

F299 1990(C) Sch.1 para.8(6).Previously
“Section 84 of the 1968 Act”
and
“Part I of that Act”
respectively.

Marginal Citations
M148 SOURCE-1970s. 141(1)
M149 SOURCE-1970s. 141(2)
M150 SOURCE-1970 s. 141(3)~(8)
M151 1952 c. 33.

["91A Waste disposal: restoration payments.

(1) This section applies where on or after 6th April 1989 a person makes a site restoration
payment in the course of carrying on a trade.

(2) Subject to subsection (3) below, for the purposes of income tax or corporation tax the
payment shall be allowed as a deduction in computing the [**"'profits] of the trade for
the period of account in which the payment is made.

(3) Subsection (2) above shall not apply to so much of the payment as—

(a) represents expenditure which has been allowed as a deduction in computing
the [**"'profits] of the trade for any period of account preceding the period of
account in which the payment is made, or

(b) represents capital expenditure in respect of which an allowance has been, or
may be, made under the enactments relating to capital allowances.

(4) For the purposes of this section a site restoration payment is a payment made—
(a) in connection with the restoration of a site or part of a site, and

(b) in order to comply with any condition of a relevant licence, or any condition
imposed on the grant of planning permission to use the site for the carrying
out of waste disposal activities, or [**?any relevant obligation].
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(5) For the purposes of this section waste disposal activities are the collection, treatment,
conversion and final depositing of waste materials, or any of those activities.

(6) For the purposes of this section a relevant icence is—

(a) a disposal licence under Part I of the ™**Control of Pollution Act 1974 or
Part IT of the ¥**Pollution Control and Local Government (Northern Ireland)
Order 1978, or

(b) awaste management licence under Part II of the Environmental Protection Act
1990 or any corresponding provision for the time being in force in Northern
Ireland [***or

(c) any authorisation under the ™**Radioactive Substances Act 1960 or the
MISRadioactive Substances Act 1993 for the disposal of radioactive waste or
any nuclear site licence under the "**Nuclear Installations Act 1965.]

[ For the purposes of this section a relevant obligation is—
F304 . . ..
(7)  (a) an obligation arising under an agreement made under—

(i) section 106 of the ™*"Town and Country Planning Act 1990, as
originally enacted;

(i) [P*"section 75 of the Town and Country Planning (Scotland) Act
1997]

(b) a planning obligation entered into under section 106 of the Act of 1990, as
substituted by section 12 of the "'**Planning and Compensation Act 1991, or
under section 299A of the Act of 1990;

(c) an obligation arising under or under an agreement made under any
provision—
(i) corresponding to section 106 of the ™'¥"Town and Country Planning
Act 1990, as originally enacted or as substituted by the Act of 1991
or to section 299A of the Act of 1990; and

(i) for the time being in force in Northern Ireland.]

(8) For the purposes of this section a period of account is a period for which an account
is made up.]

Textual Amendments

F300 Ss.91A, 91B inserted by Finance Act 1990 (c. 29), s. 78.

F301 Words in s. 91A(2)(3)(a) substituted (31.7.1998) by Finance Act 1998 (c. 36), s. 46(3)(a)(b), Sch. 7
para. 1

F302 Words in s. 91A(4)(b) substituted (25.10.1991) by Planning and Compensation Act 1991 (c. 34, SIF
123:1, 2), s. 83(a); S.I. 1991/2272, art. 3(2)

F303 S.91A(6)(c) and the word “or” immediately preceding it inserted (27.7.1993 with effect in relation to
any case where the trade in question is begun after 31.3.1993) by 1993 c. 34, s. 110(1)(3)

F304 S.91A(7) substituted (25.10.1991) by Planning and Compensation Act 1991 (c. 34, SIF 123:1, 2), s.
83(b); S.1. 1991/2272, art. 3(2)

F305 Words in s. 91A(7) substituted (S.) (27.5.1997) by Planning (Consequential Provisions) (Scotland) Act
1997 (c. 11), s. 6(2), Sch. 2 para. 41

Marginal Citations
M152 1974 c. 40.
M153 S.1. 1978/1049 (N.I1.19).
M154 1960 c. 34.
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M155 1993 c. 12.
M156 1965 c. 57.
M157 1990 c. 8.

M158 1991 c. 34.

91B  Waste disposal: preparation expenditure.

(1) This section applies where a person—

(a) incurs, in the course of carrying on a trade, site preparation expenditure in
relation to a waste disposal site (the site in question),

(b) holds, at the time the person first deposits waste materials on the site in
question, a relevant licence which is then in force,

(c) makes a claim for relief under this section in such form as the Board may
direct, and

(d) submits such plans and other documents (if any) as the Board may require;

and it is immaterial whether the expenditure is incurred before or after the coming
into force of this section.

(2) In computing the [****profits] of the trade for a period of account ending after Sth April
1989, the allowable amount shall be allowed as a deduction for the purposes of income

tax or corporation tax.

(3) In relation to a period of account (the period in question) the allowable amount shall
be determined in accordance with the formula—

C
c+D

A-B | X

(4) A is the site preparation expenditure incurred by the person at any time before the
beginning of, or during, the period in question—
(a) inrelation to the site in question, and
(b) in the course of carrying on the trade;

but this subsection is subject to subsections (5) and (9) below.

(5) A does not include any expenditure—

(a) which has been allowed as a deduction in computing the [****profits] of the
trade for any period of account preceding the period in question, or

(b) which constitutes capital expenditure in respect of which an allowance has
been, or may be, made under the enactments relating to capital allowances.

(6) B is an amount equal to any amount allowed as a deduction under this section, if
allowed—
F306,

(a) in computing the [ profits] of the trade for any period of account preceding
the period in question, and

(b) asregards expenditure incurred in relation to the site in question;

and if different amounts have been so allowed as regards different periods, B is the
aggregate of them.

(7) C is the volume of waste materials deposited on the site in question during the period
in question; but if the period is one beginning before 6th April 1989 C shall be reduced
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by the volume of any waste materials deposited on the site during the period but before
that date.

(8) D is the capacity of the site in question not used up for the deposit of waste materials,
looking at the state of affairs at the end of the period in question.

(9) Where any of the expenditure which would be included in A (apart from this
subsection) was incurred before 6th April 1989, A shall be reduced by an amount
determined in accordance with the formula—

F
F+G

E X

(10) For the purposes of subsection (9) above—
(a) E is so much of the initial expenditure (that is, the expenditure which would
be included in A apart from subsection (9) above) as was incurred before 6th
April 1989,
(b) F is the volume of waste materials deposited on the site in question before
6th April 1989, and

(c) G is the capacity of the site in question not used up for the deposit of waste
materials, looking at the state of affairs immediately before 6th April 1989.

["(10A) For the purposes of this section any expenditure incurred for the purposes of a trade

by a person about to carry it on shall be treated as if it had been incurred by that person
on the first day on which he does carry it on and in the course of doing so.]

(11) For the purposes of this section—

(a) a waste disposal site is a site used (or to be used) for the disposal of waste
materials by their deposit on the site,

(b) in relation to such a site, site preparation expenditure is expenditure on
preparing the site for the deposit of waste materials (and may include
expenditure on earthworks),

(c) in relation to such a site, “capacity” means capacity expressed in volume,

(d) “relevant licence” has the same meaning as in section 91A, and

(e) aperiod of account is a period for which an account is made up.

Textual Amendments
F306 Words in s. 91B(2)(5)(a)(6)(a) substituted (31.7.1998) by Finance Act 1998 (c. 36), s. 46(3)(a)(b), Sch.
7 para. 1
F307 S.91B(10A) inserted (27.7.1993 with effect in relation to any case where the trade in question is
begun after 31.3.1993) by 1993 c. 34, 5. 110(2)(3)

VALID FROM 28/07/2000

91BA Waste disposal: entitlement of successor to allowances.

(1) This section applies where—
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(a)
(b)
(©)

(a)
(b)

(2) If the conditions specified in the following provisions of this section are met, then,
for the purposes of section 91B above—

(3) The first condition is that the whole of the site in question is transferred to the
SUCCESSOT.

Provided the successor holds an estate or interest in the whole of the site, it need not
be the same as that held by the predecessor.

(4) The second condition is that the successor, at the time he first deposits waste material
at the site, holds a relevant licence in respect of the site which is then in force.

(5) Expressions used in this section have the same meaning as in section 91B.

site preparation expenditure has been incurred in relation to a waste disposal
site,
that expenditure was incurred by a person in the course of carrying on a
trade, and
on or after 21st March 2000—
(i) that person (“the predecessor”) ceases to carry on that trade, or
ceases to carry it on so far as it relates to that site, and
(i1) another person (“the successor”) begins to carry on that trade, or to
carry on in the course of a trade the activities formerly carried on by
the predecessor in relation to that site.

the trade carried on by the successor shall be treated as the same trade as that
carried on by the predecessor, and

allowances shall be made to the successor (and not to the predecessor) as
if everything done to or by the predecessor had been done to or by the
successor.

91C  Mineral exploration and access.

Where—

(a)

(b)

a person carrying on a trade incurs expenditure on mineral exploration and
access as defined in section 121(1) of the "'®Capital Allowances Act 1990
in an area or group of sands in which the presence of mineral deposits in
commercial quantities has already been established, and

if the presence in that area or group of sands of mineral deposits in commercial
quantities had not already been established, that expenditure would not have
been allowed to be deducted in computing the [*®profits] of the trade for the
purposes of tax,

that expenditure shall not be so deducted.

Textual Amendments
F308 Word in s. 91C(b) substituted (31.7.1998) by Finance Act 1998 (c. 36), s. 46(3)(a)(b), Sch. 7 para. |

Marginal Citations

M159 1990 c. 1.
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VALID FROM 01/04/2009

[ Payments for restrictive undertakings

Textual Amendments

F309 S.76ZA and cross-heading inserted (1.4.2009 with effect in accordance with s. 1329(1) of the
amending Act) by Corporation Tax Act 2009 (c. 4), Sch. 1 para. 31 (with Sch. 2 Pts. 1, 2)

76ZA Payments for restrictive undertakings

18 section applies 1f a payment—
1) Thi ion applies if a pay
(a) istreated as earnings of an employee by virtue of section 225 of ITEPA 2003
(payments for restrictive undertakings), and

(b) is made, or treated as made for the purposes of section 226 of that Act
(valuable consideration given for restrictive undertakings), by a company in
relation to which section 76 applies.

(2) The payment is treated as expenses payable which fall to be brought into account at
Step 1 in section 76(7), so far as it otherwise would not be.]

VALID FROM 01/04/2009

[""Seconded employees

Textual Amendments
F310 S. 76ZB and cross-heading inserted (1.4.2009 with effect in accordance with s. 1329(1) of the
amending Act) by Corporation Tax Act 2009 (c. 4), Sch. 1 para. 32 (with Sch. 2 Pts. 1, 2)

76ZB Employees seconded to charities and educational establishments

(1) This section applies if a company to which section 76 applies makes the services of a

person employed for the purposes of the company's life assurance business available
to—

(a) acharity, or
(b) an educational establishment,
on a basis that is stated and intended to be temporary.

(2) Expenses of the employer that are attributable to the employee's employment during
the period of the secondment are treated as expenses payable which fall to be brought
into account at Step 1 in section 76(7).

(3) In this section—

“educational establishment” has the same meaning as in section 70 of
CTA 2009, and
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services are made available to the charity or educational establishment.]

VALID FROM 01/04/2009

F311 . o o
[P Counselling and retraining expenses

‘ “the period of the secondment” means the period for which the employee's ‘

Textual Amendments
F311 S.76ZC and cross-heading inserted (1.4.2009 with effect in accordance with s. 1329(1) of the
amending Act) by Corporation Tax Act 2009 (c. 4), Sch. 1 para. 33 (with Sch. 2 Pts. 1, 2)

76ZC Counselling and other outplacement services

(1) This section applies if—
(a) a company carrying on life assurance business (“the employer”) incurs
counselling expenses,

(b) the expenses are incurred in relation to a person (“the employee’’) who holds
or has held an office or employment under the employer, and

(c) the relevant conditions are met.

(2) The expenses are brought into account under section 76 as expenses payable (so far
as they otherwise would not be).

(3) In this section “counselling expenses” means expenses incurred—

(a) in the provision of services to the employee in connection with the cessation
of the office or employment,

(b) in the payment or reimbursement of fees for such provision, or

(c) in the payment or reimbursement of travelling expenses in connection with
such provision.

(4) In this section “the relevant conditions” means—

(a) conditions A to D for the purposes of section 310 of ITEPA 2003
(employment income exemptions: counselling and other outplacement
services), and

(b) in the case of travel expenses, condition E for those purposes.

['*76ZIRetraining courses

(1) This section applies if—
(a) a company carrying on life assurance business (“the employer”) incurs
training course expenses,

(b) they are incurred in relation to a person (“the employee”) who holds or has
held an office or employment under the employer, and

(c) the relevant conditions are met.

(2) The expenses are brought into account under section 76 as expenses payable (so far
as they otherwise would not be).



http://www.legislation.gov.uk/id/ukpga/1988/1/section/76ZC
http://www.legislation.gov.uk/id/ukpga/2009/4/section/1329/1
http://www.legislation.gov.uk/id/ukpga/2009/4
http://www.legislation.gov.uk/id/ukpga/2009/4/schedule/1/paragraph/33
http://www.legislation.gov.uk/id/ukpga/2009/4/schedule/2/part/1
http://www.legislation.gov.uk/id/ukpga/2009/4/schedule/2/part/2

146 Income and Corporation Taxes Act 1988 (c. 1)
PART IV — PROVISIONS RELATING TO THE SCHEDULE D CHARGE
CHAPTER V — COMPUTATIONAL PROVISIONS
Document Generated: 2024-07-23
Status: Point in time view as at 25/02/1999. This version of this Act contains provisions that are not valid for this point in time.
Changes to legislation: Income and Corporation Taxes Act 1988 is up to date with all changes known to be in
force on or before 23 July 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)

(3) In this section—

“retraining course expenses” means expenses incurred in the payment or
reimbursement of retraining course expenses within the meaning given by
section 311(2) of ITEPA 2003, and

“the relevant conditions” means—

(a) the conditions in subsections (3) and (4) of section 311 of ITEPA 2003
(employment income exemptions: retraining courses), and

(b) in the case of travel expenses, the conditions in subsection (5) of that
section. |

Textual Amendments
F312 S. 76ZD inserted (1.4.2009 with effect in accordance with s. 1329(1) of the amending Act) by
Corporation Tax Act 2009 (c. 4), Sch. 1 para. 34 (with Sch. 2 Pts. 1, 2)

[**76ZRetraining courses: recovery of tax]

(1) This section applies if—

(a) an employer's liability to corporation tax for an accounting period is
determined on the assumption that it is entitled by virtue of section 76ZD to
bring an amount into account in determining the amount of a deduction to
be made under section 76, and

(b) without section 76ZD the employer would not have been so entitled.

(2) If, subsequently—
(a) the condition in section 311(4)(a) of ITEPA 2003 is not met because of the
employee's failure to begin the course within the period of one year after
ceasing to be employed, or

(b) the condition in section 311(4)(b) of ITEPA 2003 is not met because of the
employee's continued employment or re-employment,

an assessment of an amount or further amount of corporation tax due as a result of the
condition not being met may be made under paragraph 41 of Schedule 18 to FA 1998.

(3) Such an assessment must be made before the end of the period of 6 years immediately
following the end of the accounting period in which the failure to meet the condition
occurred.

(4) If subsection (2) applies, the employer must give an officer of Revenue and Customs
a notice containing particulars of—

(a) the employee's failure to begin the course,
(b) the employee's continued employment, or
(c) the employee's re-employment,

within 60 days of coming to know of it.

(5) If an officer of Revenue and Customs has reason to believe that the employer has
failed to give such a notice, the officer may by notice require the employer to provide
such information as the officer may reasonably require for the purposes of this section
about—

(a) the failure to begin the course,

(b) the continued employment, or
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(c) the re-employment.

(6) A notice under subsection (5) may specify a time (not less than 60 days) within which
the required information must be provided.]

Textual Amendments
F313 S. 76ZE inserted (1.4.2009 with effect in accordance with s. 1329(1) of the amending Act) by
Corporation Tax Act 2009 (c. 4), Sch. 1 para. 35 (with Sch. 2 Pts. 1, 2)

Modifications etc. (not altering text)
C147 S. 76ZE applied (with modifications) (1.4.2009 with effect in accordance with s. 1329(1) of the
affecting Act) by Corporation Tax Act 2009 (c. 4), Sch. 2 para. 139(3)(4) (with Sch. 2 Pts. 1, 2)

VALID FROM 01/04/2009

["*Redundancy payments etc

Textual Amendments
F314 S. 76ZF and cross-heading inserted (1.4.2009 with effect in accordance with s. 1329(1) of the
amending Act) by Corporation Tax Act 2009 (c. 4), Sch. 1 para. 36 (with Sch. 2 Pts. 1, 2)

76ZF Redundancy payments and approved contractual payments

(1) Sections 76ZG to 76ZI apply if—

(a) acompany to which section 76 applies (“the employer”) makes a redundancy
payment or an approved contractual payment to another person (“the
employee”), and

(b) the payment is in respect of the employee's employment wholly in the
employer's life assurance business or partly in the employer's life assurance
business and partly in one or more other capacities.

(2) For the purposes of this section and sections 76ZG to 76ZH “redundancy payment”
means a redundancy payment payable under—
(a) Part 11 of the Employment Rights Act 1996, or
(b) Part 12 of the Employment Rights (Northern Ireland) Order 1996.

(3) For the purposes of this section and those sections—

“contractual payment” means a payment which, under an agreement,
an employer is liable to make to an employee on the termination of the
employee's contract of employment, and

a contractual payment is “approved” if, in respect of that agreement, an
order is in force under—

(a) section 157 of the Employment Rights Act 1996, or
(b) Article 192 of the Employment Rights (Northern Ireland) Order 1996.
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[*'*76Z@ayments in respect of employment wholly in employer's business

(1) This section applies if the payment is in respect of the employee's employment
wholly in the employer's life assurance business.

(2) The payment is treated as expenses payable which fall to be brought into account at
Step 1 in section 76(7), so far as it otherwise would not be.

(3) The amount brought into account by virtue of this section for an approved contractual
payment must not exceed the amount which would have been due to the employee
if a redundancy payment had been payable.

(4) If the payment is referable to an accounting period beginning after the business has
permanently ceased to be carried on, it is treated as referable to the last accounting
period in which the business was carried on.]

Textual Amendments
F315 S. 76ZG inserted (1.4.2009 with effect in accordance with s. 1329(1) of the amending Act) by
Corporation Tax Act 2009 (c. 4), Sch. 1 para. 37 (with Sch. 2 Pts. 1, 2)

['*76ZBPayments in respect of employment in more than one capacity

(1) This section applies if the payment is in respect of the employee's employment with
the employer—

(a) partly in the employer's life assurance business, and
(b) partly in one or more other capacities.

(2) The amount of the redundancy payment, or the amount which would have been due if
aredundancy payment had been payable, is to be apportioned on a just and reasonable
basis between—

(a) the employment in the life assurance business, and
(b) the employment in the other capacities.

(3) The part of the payment apportioned to the employment in the life assurance business
is treated as a payment in respect of the employee's employment wholly in the life
assurance business for the purposes of section 76ZG.]

Textual Amendments
F316 S.76ZH inserted (1.4.2009 with effect in accordance with s. 1329(1) of the amending Act) by
Corporation Tax Act 2009 (c. 4), Sch. 1 para. 38 (with Sch. 2 Pts. 1, 2)

[*'776ZIAdditional payments

(1) This section applies if the employer's business, or part of it, ceases (permanently) to
be carried on and the employer makes a payment to the employee in addition to—
(a) the redundancy payment, or

(b) if an approved contractual payment is made, the amount that would have
been due if a redundancy payment had been payable.

) If—
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(a) the additional payment would not otherwise be regarded as expenses payable
for the purposes of section 76, but

(b) that is only because the business, or the part of the business, has ceased to
be carried on,

the additional payment is regarded as expenses payable for the purposes of section 76.

(3) So far as the additional payment would, apart from this subsection, be regarded as
expenses payable for the purposes of Step 5 in subsection (7) of section 76, it is not
to be so regarded for the purposes of that subsection (or of subsection (2) above so
far as relating to section 76).

(4) The amount treated under this section as expenses payable for the purposes of
section 76 is limited to 3 times the amount of—

(a) the redundancy payment, or

(b) if an approved contractual payment is made, the amount that would have
been due if a redundancy payment had been payable.

(5) If the payment is referable to an accounting period beginning after the business or
the part of the business has ceased to be carried on, it is treated as referable to the
last accounting period in which the business, or the part concerned, was carried on.]

Textual Amendments
F317 S. 76ZI inserted (1.4.2009 with effect in accordance with s. 1329(1) of the amending Act) by
Corporation Tax Act 2009 (c. 4), Sch. 1 para. 39 (with Sch. 2 Pts. 1, 2)

['*76ZPayments by the Government]

(1) This section applies if—
(a) aredundancy payment or an approved contractual payment is payable by a
company to which section 76 applies (“the employer”), and
(b) apayment to which subsection (2) applies is made in respect of the payment.

(2) This subsection applies to—

(a) payments made by the Secretary of State under section 167 of the
Employment Rights Act 1996, and

(b) payments made by the Department for Employment and Learning under
Article 202 of the Employment Rights (Northern Ireland) Order 1996.

(3) So far as the employer reimburses the Secretary of State or Department for the
payment, sections 76ZG to 76ZI apply as if the payment were—

(a) aredundancy payment, or
(b) an approved contractual payment,
made by the employer.]

Textual Amendments
F318 S. 76Z] inserted (1.4.2009 with effect in accordance with s. 1329(1) of the amending Act) by
Corporation Tax Act 2009 (c. 4), Sch. 1 para. 40 (with Sch. 2 Pts. 1, 2)
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VALID FROM 01/04/2009

[ Contributions to local enterprise organisations or urban regeneration companies

Textual Amendments
F319 S.76ZK and cross-heading inserted (1.4.2009 with effect in accordance with s. 1329(1) of the
amending Act) by Corporation Tax Act 2009 (c. 4), Sch. 1 para. 41 (with Sch. 2 Pts. 1, 2)

76ZK Contributions to local enterprise organisations or urban regeneration
companies

(1) This section applies if a company to which section 76 applies (“the contributor’)
incurs expenses in making a contribution (whether in cash or in kind)—

(a) toalocal enterprise organisation, or
(b) to an urban regeneration company.

(2) The expenses are treated for the purposes of section 76 as expenses payable which
fall to be brought into account at Step 1 in section 76(7).

(3) But if, in connection with the making of the contribution, the contributor or a
connected person—

(a) receives a disqualifying benefit of any kind, or
(b) is entitled to receive such a benefit,

the amount treated in accordance with subsection (2) is restricted to the amount of
the expenses less the value of the benefit.

(4) For this purpose it does not matter whether a person receives, or is entitled to receive,
the benefit—

(a) from the local enterprise organisation or urban regeneration company
concerned, or

(b) from anyone else.

(5) Subsection (6) applies if—
(a) an amount has been brought into account in accordance with subsection (2),
and

(b) the contributor or a connected person receives a disqualifying benefit that is
in any way attributable to the contribution.

(6) The contributor is to be treated as receiving, when the benefit is received, an
amount—

(a) which is equal to the value of the benefit (so far as not brought into account
in determining the amount of the deduction), and

(b) to which the charge to corporation tax on income applies.

(7) In this section—
“disqualifying benefit” means a benefit the expenses of obtaining which,
if incurred by the contributor directly in a transaction at arm's length, would
not be expenses payable for the purposes of section 76,



http://www.legislation.gov.uk/id/ukpga/1988/1/section/76ZK
http://www.legislation.gov.uk/id/ukpga/2009/4/section/1329/1
http://www.legislation.gov.uk/id/ukpga/2009/4
http://www.legislation.gov.uk/id/ukpga/2009/4/schedule/1/paragraph/41
http://www.legislation.gov.uk/id/ukpga/2009/4/schedule/2/part/1
http://www.legislation.gov.uk/id/ukpga/2009/4/schedule/2/part/2

Income and Corporation Taxes Act 1988 (c. 1) 151
PART IV — PROVISIONS RELATING TO THE SCHEDULE D CHARGE
CHAPTER V — COMPUTATIONAL PROVISIONS
Document Generated: 2024-07-23
Status: Point in time view as at 25/02/1999. This version of this Act contains provisions that are not valid for this point in time.
Changes to legislation: Income and Corporation Taxes Act 1988 is up to date with all changes known to be in
force on or before 23 July 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)

“local enterprise organisation” has the meaning given by section 83 of
CTA 2009,

“urban regeneration company” has the meaning given by section 86 of
CTA 2009.

(8) Section 839 (“connected person”) applies for the purposes of subsections (3) and (5).]

VALID FROM 01/04/2009

[’ Unpaid remuneration

Textual Amendments
F320 S. 76ZL and cross-heading inserted (1.4.2009 with effect in accordance with s. 1329(1) of the
amending Act) by Corporation Tax Act 2009 (c. 4), Sch. 1 para. 42 (with Sch. 2 Pts. 1, 2)

76ZL  Unpaid remuneration

(1) This section applies if—
(a) an amount is charged in respect of employees' remuneration in the accounts
for a period of a company to which section 76 applies,

(b) the amount would apart from this section be brought into account under
section 76 as expenses payable, and

(c) the remuneration is not paid before the end of the period of 9 months
immediately following the end of the period of account.

(2) If the remuneration is paid after the end of that period of 9 months, the amount is
brought into account for the period of account in which it is paid.

(3) But—
(a) subsection (2) is subject to section 86 of FA 1989 (spreading of relief for
acquisition expenses), and

(b) in interpreting that section the remuneration is treated as expenses payable
which fall to be included at Step 1 in section 76(7) for the period of account
in which the remuneration is paid.

(4) The amount is not brought into account under section 76 as expenses payable if it
is not paid.

[**'76ZNInpaid remuneration: supplementary]

(1) For the purposes of section 76ZL an amount charged in the accounts in respect of
employees' remuneration includes an amount for which provision is made in the
accounts with a view to its becoming employees' remuneration.

(2) For the purposes of section 76ZL it does not matter whether an amount is charged
for—

(a) particular employments, or
(b) employments generally.
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(3) If the profits of the company are calculated before the end of the 9 month period
mentioned in section 76ZL(1)(c)—

(a) it must be assumed, in making the calculation, that any remuneration which
is unpaid when the calculation is made will not be paid before the end of
that period, but

(b) if the remuneration is subsequently paid before the end of that period,
nothing in this subsection prevents the calculation being revised and any tax
return being amended accordingly.

(4) For the purposes of this section and section 76ZL remuneration is paid when it—

(a) is treated as received by an employee for the purposes of ITEPA 2003 by
section 18 or 19 of that Act (receipt of money and non-money earnings), or

(b) would be so treated if it were not exempt income.

(5) In this section and section 76ZL—

“employee” includes an office-holder and “employment” therefore
includes an office, and

“remuneration” means an amount which is or is treated as earnings for the
purposes of Parts 2 to 7 of ITEPA 2003.]

Textual Amendments
F321 S.76ZM inserted (1.4.2009 with effect in accordance with s. 1329(1) of the amending Act) by
Corporation Tax Act 2009 (c. 4), Sch. 1 para. 43 (with Sch. 2 Pts. 1, 2)

VALID FROM 01/04/2009

[ Car or motor cycle hire]

Textual Amendments
F322 S. 76ZN and cross-heading inserted (1.4.2009 with effect in accordance with s. 1329(1) of the
amending Act) by Corporation Tax Act 2009 (c. 4), Sch. 1 para. 44 (with Sch. 2 Pts. 1, 2)

[**76Z)XCar or motor cycle hire

(1) Subsection (2) applies if—

(a) in calculating the corporation tax to which a company is liable for an
accounting period, an amount representing expenses incurred on the hiring
of a car or motor cycle can be brought into account under section 76 as
expenses payable,

(b) the car or motor cycle is not a qualifying hire car or motor cycle, and
(c) the retail price of the car or motor cycle when new exceeds £12,000.

(2) The amount that would otherwise be capable of being brought into account as
expenses payable is reduced by multiplying the amount by the fraction—
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£ 12,000+ RP
2 XRP

where RP is the retail price of the car or motor cycle when new.

(3) Subsection (4) applies if an amount is reduced as a result of subsection (2), or a
corresponding provision, and—

(a) subsequently—
(i) there is a rebate (however described) of the hire charges, or

(i1) a debt in respect of any of the hire charges is released otherwise than
as part of a statutory insolvency agreement, and

(b) an amount is brought into account in respect of the rebate or release.

(4) For the purposes of subsection (3)(b) an amount is brought into account in respect
of a rebate of hire charges or the release of a debt if—
(a) theamountofareversal representing the rebate or release falls to be deducted
under Step 4 in section 76(7), or

(b) (in the case of a rebate of hire charges) an amount representing the rebate is
chargeable under section 85(1) of the Finance Act 1989 (c. 26).

(5) The amount that would otherwise be deductible as mentioned in subsection (4)(a)
or chargeable as mentioned in subsection (4)(b) is reduced by multiplying it by the
fraction set out in subsection (2).

(6) In this section “corresponding provision” means—
(a) section 56(2) of CTA 2009 (car or motor cycle hire: trade profits and property
income),
(b) section 1251(2) of CTA 2009 (car or motor cycle hire: companies with
investment business), and
(c) section 48(2) of ITTOIA 2005 (car or motor cycle hire: trade profits and
property income).

(7) The power under section 74(4) of CAA 2001 to increase or further increase the sums
of money specified in Chapter 8 of Part 2 of CAA 2001 includes the power to increase
or further increase the sum of money specified in subsection (1)(c) or (2).

(8) In this section “car or motor cycle” and “qualifying hire car or motor cycle” have the
meanings given by section 57 of CTA 2009.]

Textual Amendments
F323 S. 76ZN and cross-heading inserted (1.4.2009 with effect in accordance with s. 1329(1) of the
amending Act) by Corporation Tax Act 2009 (c. 4), Sch. 1 para. 44 (with Sch. 2 Pts. 1, 2)

[***76Z@iring cars (but not motor cycles) with low CO, emissions before 1 April 2013

(1) Section 76ZN does not apply to expenses incurred on the hiring of a car with low
CO, emissions, or an electrically-propelled car, if—

(a) the car was first registered on or after 17 April 2002, and
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(b) the period of hire begins before 1 April 2013 under a contract entered into
before that date.

(2) For this purpose—
“car with low CO, emissions” has the meaning given by section 45D of
CAA 2001, and

“electrically-propelled car” has the meaning given by that section.]

Textual Amendments
F324 S.76Z0 inserted (1.4.2009 with effect in accordance with s. 1329(1) of the amending Act) by
Corporation Tax Act 2009 (c. 4), Sch. 1 para. 45 (with Sch. 2 Pts. 1, 2)

Treatment of regional development and other grants and debts released etc.

92 Regional development grants.

(1) ™A regional development grant which, apart from this subsection, would be taken
into account as a receipt in computing the profits of a trade, profession or vocation
which are chargeable under Case I or II of Schedule D, shall not be taken into account
as a receipt in computing those profits.

(2) ™' A regional development grant which is made to an investment company—

(a) shall not be taken into account as a receipt in computing its profits under Case
VI of Schedule D; and

(b) shall not be deducted, by virtue of section 75(2), from the amount treated as
expenses of management.

(3) In this section “regional development grant” means a payment by way of grant under
Part IT of the ™Industrial Development Act 1982.

Marginal Citations
M160 SOURCE-1984 s. 54(1), (4)
M161 SOURCE-1984 s. 54(2), (3)
M162 1982 c. 52.

93 Other grants under Industrial Development Act 1982 etc.

(1) ™8 A payment to which this section applies which is made to a person carrying on a
trade the profits of which are chargeable under Case I of Schedule D shall be taken
into account as a receipt in computing those profits; and any such payment which is
made to an investment company shall be taken into account as a receipt in computing
its profits under Case VI of Schedule D.

(2) ™*This section applies to any payment which would not, apart from this section, be
taken into account as mentioned in subsection (1) above, being a payment by way of
a grant under—

(a) section 7 or 8 of the Industrial Development Act 1982 or section 7 or 8 of the
MI%Industry Act 1972; or
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(b) section 1 of the "'*Industries Development Act (Northern Ireland) 1966 or
section 4 of the ™'“Industries Development Act (Northern Ireland) 1971; or

() Many of Articles 7, 9 and 30 of the ™'*Industrial Development (Northern
Ireland) Order 1982;

other than a grant designated as made towards the cost of specified capital expenditure
or as made by way of compensation for the loss of capital assets and other than a grant
falling within subsection (3) below.

(3) ™M™A payment by way of grant which is made—
(a) under Article 7 of the Order referred to in subsection (2)(c) above, and

(b) in respect of a liability for corporation tax (including a liability which has
already been met),

shall not be taken into account as mentioned in subsection (1) above, whether by virtue
of this section or otherwise.

Marginal Citations
M163 SOURCE-1980 s. 42(1)
M164 SOURCE-1980 s. 42(2)
M165 1972 c. 63.
M166 1966 c. 36 (N.L.).
M167 1971 ¢. 22 (N.L).
M168 SOURCE-1980 s. 42(2); 1984 s. 55(1)
M169 S.1. 1982/1083 (N.I. 15).
M170 SOURCE-1980 s. 42(3); 1984 s. 55(2)

94 Debts deducted and subsequently released.

[7%(1)] ™""Where, in computing for tax purposes the [****profits] of a trade, profession or

vocation, a deduction has been allowed for any debt incurred for the purposes of the
trade, profession or vocation, then, if the whole or any part of the debt is thereafter
released [**otherwise than as part of a relevant arrangement or compromise], the
amount released shall be treated as a receipt of the trade, profession or vocation arising
in the period in which the release is effected.

[**(2) In subsection (1) above “relevant arrangement or compromise” has the same meaning

as in section 74.]

Textual Amendments
F325 S. 94 renumbered as s. 94(1) (3.5.1994) by virtue of Finance Act 1994 (c. 9), s. 144(4)
F326 Words in s. 94(1) substituted (31.7.1998) by Finance Act 1998 (c. 36), s. 46(3)(a)(b), Sch. 7 para. 1
F327 Words in s. 94(1) inserted (with effect in accordance with s. 144(7) of the amending Act) by Finance
Act 1994 (c. 9), s. 144(3)(a)
F328 S.94(2) inserted (3.5.1994) by Finance Act 1994 (c. 9), s. 144(4)

Marginal Citations
M171 SOURCE-1970s. 136
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http://www.legislation.gov.uk/id/apni/1971/22
http://www.legislation.gov.uk/id/nisi/1982/1083
http://www.legislation.gov.uk/id/ukpga/1988/1/section/94
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http://www.legislation.gov.uk/id/ukpga/1994/9/section/144/4
http://www.legislation.gov.uk/id/ukpga/1988/1/section/94/1
http://www.legislation.gov.uk/id/ukpga/1998/36
http://www.legislation.gov.uk/id/ukpga/1998/36/section/46/3/a/b
http://www.legislation.gov.uk/id/ukpga/1998/36/schedule/7/paragraph/1
http://www.legislation.gov.uk/id/ukpga/1988/1/section/94/1
http://www.legislation.gov.uk/id/ukpga/1994/9/section/144/7
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http://www.legislation.gov.uk/id/ukpga/1994/9
http://www.legislation.gov.uk/id/ukpga/1994/9/section/144/4
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95 [**Taxation of dealers in respect of distributions etc.]

[F*°["**'(1) Where a dealer—
(a) receives a relevant distribution, that is to say—

(i) any distribution which is made by a company resident in the United
Kingdom (“a UK distribution”), or

(i1) any payment which is representative of a UK distribution, or
(b) makes any payment which is representative of a UK distribution,
the distribution or, as the case may be, the payment shall be taken into account in

computing the profits of the dealer which are chargeable to tax in accordance with the
provisions of this Act applicable to Case I or II of Schedule D.]

(1A) Accordingly, where a dealer receives a [****relevant distribution]—

(a) tax shall not be charged under Schedule F in respect of that distribution;

by BB
(c) [™*section 208] shall not apply to that distribution; and
( d) F335

[**(e) section 11(2)(a) shall have effect in relation to that distribution with the
omission of the words “(but so that this paragraph shall not include
distributions received from companies resident in the United Kingdom)”.]

(IB) F337

F338  distribution

(2) For the purposes of this section a person is a dealer in relation to any
if—
(a) were there a sale by that person of the shares |
the distribution is made, and

(b) the circumstances of that sale were such that the price would not fall to be
treated as a . . . distribution,
the price would be taken into account in computing the profits of that person which

are chargeable to tax in accordance with the provisions of this Act applicable to Case
I or II of Schedule D.]

"3¥or stock] in respect of which

[**(2A) The reference in subsection (2) above to the profits of a person does not include the

profits of that person in respect of insurance business or any category of insurance
business.]

Textual Amendments

F329 S. 95 sidenote substituted (with effect in accordance with s. 24(15) of the amending Act) by Finance
(No. 2) Act 1997 (c. 58), s. 24(9)

F330 S.95(1)(1A)(1B)(2) substituted for s. 95(1)-(3) (with effect in accordance with Sch. 7 para. 8(3) of the
amending Act) by Finance Act 1997 (c. 16), Sch. 7 para. 8(1)

F331 S.95(1) substituted (with effect in accordance with s. 24(15) of the amending Act) by Finance (No. 2)
Act 1997 (c. 58), s. 24(2)

F332 Words in s. 95(1A) substituted (with effect in accordance with s. 24(15) of the amending Act) by
Finance (No. 2) Act 1997 (c. 58), s. 24(3)(a)

F333 S.95(1A)(b) repealed (with effect in accordance with s. 24(15) of the repealing Act) by Finance
(No. 2) Act 1997 (c. 58), s. 24(3)(b), Sch. 8 Pt. 2(8), Note 1
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http://www.legislation.gov.uk/id/ukpga/1997/58
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F334 Words in s. 95(1A)(c) substituted (with effect in accordance with s. 24(15) of the amending Act) by
Finance (No. 2) Act 1997 (c. 58), s. 24(3)(c)

F335 S.95(1A)(d) repealed (with effect in accordance with s. 24(15) of the repealing Act) by Finance
(No. 2) Act 1997 (c. 58), s. 24(3)(d), Sch. 8 pt. 2(8), Note 1

F336 S.95(1A)(e) inserted (with effect in accordance with s. 24(15) of the amending Act) by Finance
(No. 2) Act 1997 (c. 58), s. 24(3)(e)

F337 S.95(1B) repealed (with effect in accordance with s. 24(15) of the repealing Act) by Finance (No. 2)
Act 1997 (c. 58), s. 24(4), Sch. 8 Pt. 2(8), Note 1

F338 Words in s. 95(2) repealed (with effect in accordance with s. 24(15) of the repealing Act) by Finance
(No. 2) Act 1997 (c. 58), s. 24(5)(a), Sch. 8 Pt. 2(8), Note 1

F339 Words in s. 95(2)(a) inserted (with effect in accordance with s. 24(15) of the amending Act) by
Finance (No. 2) Act 1997 (c. 58), s. 24(5)(b)

F340 S.95(2A) inserted (with effect in accordance with s. 24(15) of the amending Act) by Finance (No. 2)
Act 1997 (c. 58), s. 24(6)

F341 S.95(4)(5) repealed (with effect in accordance with s. 24(15) of the repealing Act) by Finance (No. 2)
Act 1997 (c. 58), s. 24(7)(8). {Sch. 8 Pt. 2(8)}

VALID FROM 21/07/2008

[**95Z Araxation of UK distributions received by insurance companies

(1) If the total amount of relevant distributions received by a company in an accounting
period exceeds £50,000, those distributions are to be taken into account in calculating
for corporation tax purposes the profits of the company in that period (and
accordingly section 208 does not apply in relation to those distributions).

(2) A company (“company A”) receives a “relevant distribution” if—
(a) itreceives a distribution made by a company resident in the United Kingdom
(“company B”),
(b) the value of the shares or stock in respect of which the distribution is made
(“the holding”) is materially reduced by reason of the distribution,

(c) aprofiton the sale of the holding (to anyone other than company B) would be
taken into account in calculating company A's profits in respect of relevant
insurance business, and

(d) either—
(1) the holding amounts to, or is an ingredient in a holding amounting
to, 10% of all holdings of the same class in company B, or

(ii) the period between the acquisition by company A of the holding and
that company first taking steps to dispose of the holding does not
exceed 30 days.

(3) In this section “relevant insurance business” means any kind of insurance business
other than life assurance business.

(4) Section 177(7) of TCGA 1992 (provision supplementing provision corresponding to
subsection (2)(d)(i) above) applies for the purposes of subsection (2)(d)(1).

(5) Section 731(4) below (interpretation of “taking steps to dispose of securities™)
applies for the purposes of subsection (2)(d)(ii) as if the reference to the securities
were to the holding.]
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Textual Amendments
F342 S.95ZA inserted (with effect in accordance with Sch. 17 para. 16(2) of the amending Act) by Finance
Act 2008 (c. 9), Sch. 17 para. 16(1)

Special provisions

VALID FROM 11/05/2001

[**95A Creative artists: relief for fluctuating profits

Schedule 4A (which enables individuals to make an averaging claim in respect of
profits derived wholly or mainly from creative works) shall have effect.

The provisions of that Schedule apply for the year 2000-01 and subsequent years of
assessment (so that the first years which may be the subject of an averaging claim
are 2000-01 and 2001-02).]

Textual Amendments
F343 S. 95A inserted (11.5.2001) by Finance Act 2001 (c. 9), s. 71(1)

96 Farming and market gardening: relief for fluctuating profits.

(1) ™" Subject to the provisions of this section, a person who is or has been carrying
on a trade of farming or market gardening in the United Kingdom may claim that
subsection (2) or (3) below shall have effect in relation to his profits from that trade
for any two consecutive years of assessment if his profits for either year do not exceed
such part of his profits for the other year as is there specified.

(2) If the claimant’s profits for either year do not exceed seven-tenths of his profits for
the other year or are nil, his profits for each year shall be adjusted so as to be equal
to one-half of his profits for the two years taken together or, as the case may be, for
the year for which there are profits.

(3) If the claimant’s profits for either year exceed seven-tenths but are less than three-
quarters of his profits for the other year, his profits for each year shall be adjusted
by adding to the profits that are lower and deducting from those that are higher an
amount equal to three times the difference between them less three-quarters of those
that are higher.

(4) No claim shall be made under this section—
(a) inrespect of any year of assessment before a year in respect of which a claim
has already been made under this section; or
(b) in respect of a year of assessment in which the trade is (or by virtue
of section 113(1) is treated as) set up and commenced or permanently
discontinued.
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(5) Any adjustment under this section shall have effect for all the purposes of the Income
Tax Acts (including any further application of this section where the second of any
two years of assessment is the first of a subsequent pair) except that—

(a) subsection (2) above shall not prevent a person obtaining relief under those
Acts for a loss sustained by him in any year of assessment;

(b) any adjustment under this section shall be disregarded for the purposes of
section 63(1)(b); and

(c) where, after a claim has been made under this section in respect of the profits
for any two years of assessment, the profits for both or either of those years
are adjusted for any other reason, this section shall have effect as if the claim
had not been made but without prejudice to the making of a further claim in
respect of those profits as so adjusted.

(6) This section applies to the profits of a trade carried on by a person in partnership as
it applies to the profits of a sole trader **.

(7) In this section references to profits from a trade for a year of assessment are references
to the [“**profits] from that trade which are chargeable to income tax for that year

before—
(a) any deduction for losses sustained in any year of assessment;
b)) B
(¢) any deduction for relief under Schedule 9 to the Finance Act 1981 (stock
relief).

(8) Any claim under this section shall be made by notice given to the inspector not later
than [**’twelve months from the 3 1st January next following] the second of the years
of assessment to which the claim relates but any such further claim as is mentioned in
subsection (5)(c) above shall not be out of time if made [“***before the 31st January
next following] the year of assessment following that in which the adjustment is made.

[**(9) Where a person makes a claim under this section, any claim by him for relief under

any other provision of the Income Tax Acts for either of the two years of assessment—
(a) shall not be out of time if made before the end of the period during which the
claim under this section is capable of being revoked; and

(b) if already made, may be amended or revoked before the end of that period;

and, in relation to a claim made by being included in a return, any reference in this
subsection to amending or revoking the claim is a reference to amending the return by
amending or, as the case may be, omitting the claim.]

(10) There shall be made all such alterations of assessments or repayments of tax (whether
in respect of such profits as are mentioned in subsection (1) above or of other income
of the person concerned) as may be required in consequence of any adjustment under
this section.

(11) Nothing in this section shall be construed as applying to profits chargeable to
corporation tax . . .

(12) This section applies where the first of the two years mentioned in subsection (1) above
is the year 1987-88 or a subsequent year of assessment.
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Textual Amendments

F344 Words in s. 96(6) repealed (with effect in accordance with ss. 215(4)(5), 216(5) of the repealing Act)
by Finance Act 1994 (c. 9), s. 216(3)(a), Sch. 26 Pt. 5(24), Note 2 (with Sch. 20) (as s. 215(5) of that
Act is modified (1.5.1995) by 1995 c. 4, s. 125(1))

F345 Words in s. 96(7) substituted (31.7.1998) by Finance Act 1998 (c. 36), s. 46(3)(a)(b), Sch. 7 para. 1

F346 S.96(7)(b) repealed (with effect in accordance with s. 214(7) of the repealing Act) by Finance Act
1994 (c. 9), s. 214(1)(a), Sch. 26 Pt. 5(24), Note 3 (with Sch. 20)

F347 Words in s. 96(8) substituted (with effect in accordance with s. 199(2), Sch. 19 para. 37(2) of the
amending Act) by Finance Act 1994 (c. 9), Sch. 19 para. 37(1)(a)

F348 Words in s. 96(8) substituted (with effect in accordance with s. 199(2), Sch. 19 para. 37(2) of the
amending Act) by Finance Act 1994 (c. 9), Sch. 19 para. 37(1)(b)

F349 S.96(9) substituted (with effect in accordance with s. 128(11) of the amending Act) by Finance Act
1996 (c. 8), s. 128(3)

F350 Words in s. 96(11) repealed (with effect in accordance with s. 38(2)(3) of the repealing Act) by
Finance Act 1998 (c. 36), Sch. 27 Pt. 3(4), Note

Modifications etc. (not altering text)

C148 S. 96(8) modified for the year of assessment 1988-89 by S.I. 1991/851, regs. 1(1), 9, Sch.2.
S. 96(8) modified for the year of assessment 1989-90 by S.I. 1992/511, regs. 1(1), 9, Sch.2.
S. 96(8) applied (with modifications) for the year of assessment 1990-91 by S.I. 1993/415, regs. 1(1),
9, Sch.2

C149 S. 96(8) modified (5.4.1994 with effect in accordance with reg. 1 of the modifying S.I.) by The Lloyd's
Underwriters (Tax) (1991-92) Regulations 1994 (S.I. 1994/728) {reg. 9}, Sch. 2

C150 S. 96(8) modified (9.3.1995 with effect in accordance with regs. 14(2), 15(2) of the modifying S.I.) by
The Lloyd's Underwriters (Tax) (1992-93 to 1996-97) Regulations 1995 (S.I. 1995/352), regs. 14(1),
15(1), Sch.

Marginal Citations
M172 SOURCE-1978 s. 28; 1981 s. 35(4)

97 Treatment of farm animals etc.

MIBSchedule 5 shall have effect with respect to the treatment, in computing [*'profits]

for the purposes of Case I of Schedule D, of animals and other living creatures kept
for the purposes of farming or any other trade.

Textual Amendments
F351 Words in s. 97 substituted (31.7.1998) by Finance Act 1998 (c. 36), s. 46(3)(a)(b), Sch. 7 para. 1

Marginal Citations
M173 SOURCE-1970s. 139

['**?98 Tied premises: receipts and expenses treated as those of trade.

(1) This section applies where a person (“the trader")—
(a) carries on a trade,

(b) inthe course of the trade supplies, or is concerned in the supply of, goods sold
or used on premises occupied by another person,
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(c) has an estate or interest in those premises, and

(d) deals with that estate or interest as property employed for the purposes of the
trade.

(2) Where this section applies the receipts and expenses in connection with the premises
that would otherwise fall to be brought into account in computing the profits of a
Schedule A business carried on by the trader shall instead be brought into account in
computing the profits of the trade.

(3) Any necessary apportionment shall be made on a just and reasonable basis of receipts
or expenses—

(a) which do not relate only to the premises concerned, or

(b) where the conditions in subsection (1) are met only in relation to part of the
premises.

(4) This section applies to premises outside the United Kingdom as if the premises were
in the United Kingdom.]

Textual Amendments
F352 S. 98 substituted (17.3.1998) by Finance Act 1998 (c. 36), s. 41(1)(3) (with s. 41(4)-(7))

99 Dealers in land.

(1) ™™In computing for tax purposes the [***

shall be disregarded—

(a) so much of the cost of woodlands in the United Kingdom purchased in the
course of the trade as is attributable to trees or saleable underwood growing
on the land; and

(b) where any amount has been disregarded under paragraph (a) above and, on
a subsequent sale of the woodlands in the course of the trade, all or any of
the trees or underwood to which the amount disregarded was attributable are
still growing on the land, so much of the price for the land as is equal to the
amount so disregarded in respect of those trees or underwood.

profits] of a trade of dealing in land, there

(2) ™”In computing the [“**profits] of a trade of dealing in land, any trading receipt

falling within subsection (1), (4) or (5) of section 34 or section 35 or 36 shall be treated
as reduced by the amount on which tax is chargeable by virtue of that section.

(3) Where, on a claim being made under subsection (2)(b) of section 36, the amount on
which tax was chargeable by virtue of that section is treated as reduced, subsection (2)
above shall be deemed to have applied to the amount as reduced, and any such
adjustment of liability to tax shall be made (for all relevant chargeable periods)
whether by means of an assessment or otherwise, as may be necessary, and may be so
made at any time at which it could be made if it related only to tax for the chargeable
period in which that claim is made.

(4) M7*Subsection (1) above shall not apply where the purchase mentioned in
paragraph (a) of that subsection was made under a contract entered into before 1st
May 1963.
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Textual Amendments
F353 Words in s. 99(1)(2) substituted (31.7.1998) by Finance Act 1998 (c. 36), s. 46(3)(a)(b), Sch. 7 para. 1

Marginal Citations
M174 SOURCE-1970 s. 142(1)
M175 SOURCE-1970 s. 142(2), (4)
M176 SOURCE-1970 s. 142(2), (4)

CHAPTER VI

DISCONTINUANCE %, ..

Textual Amendments
F354 Words in Pt. 4 Ch. 6 heading repealed (with application in accordance with Sch. 27 Pt. 3(6) Note of the
repealing Act) by Finance Act 1998 (c. 36), Sch. 27 Pt. 3(6)

Valuation of trading stock etc.

100 Valuation of trading stock at discontinuance of trade.

(1) ™In computing for any tax purpose the [“**profits] of a trade which has been

discontinued, any trading stock belonging to the trade at the discontinuance shall be
valued as follows—
(a) if—
(i) the stock is sold or transferred for valuable consideration to a person
who carries on, or intends to carry on, a trade in the United Kingdom,
and

(i1) the cost of the stock may be deducted by the purchaser as an expense
in computing for any tax purpose the [***profits] of that trade,

the value of the stock shall be taken to be the amount [****determined in
accordance with subsections (1A) to (1C) below; and]

(b) ifthe stock does not fall to be valued under paragraph (a) above, its value shall
be taken to be the amount which it would have realised if it had been sold in
the open market at the discontinuance of the trade.

[7(1A) Subject to subsections (1B) and (1C) below and to paragraph 2 of Schedule 12 to
the "*Finance Act 1988 (gilt-edged securities and other financial trading stock), the
value of any trading stock falling to be valued under paragraph (a) of subsection (1)
above shall be taken—

(a) except where the person to whom it is sold or transferred is connected with the
person who makes the sale or transfer, to be the amount (“the price actually
received for it”) which is in fact realised on the sale or, as the case may be,
which is in fact the value of the consideration given for the transfer; and

(b) if those persons are connected with each other, to be what would have been
the price actually received for it had the sale or transfer been a transaction
between independent persons dealing at arm’s length.
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(1B) In a case falling within subsection (1)(a) above—

(a) stock consisting of debts to which section 88A(2) applies shall have the value
for which paragraph (a) of subsection (1A) above provides even where the
persons in question are connected with each other; and

(b) stock sold in circumstances in which the amount realised on the sale would
be taken to be an amount determined in accordance with paragraph 5 of
Schedule 5 shall be taken to have the value so determined, instead of the value
for which subsection (1A)(a) or (b) above provides.

(1C) If—

(a) trading stock is sold or transferred to a person in circumstances where
paragraph (b) of subsection (1A) above would apply (apart from this
subsection) for determining the value of the stock so sold or transferred,

(b) the amount which would be taken in accordance with that paragraph to be the
value of all of the stock sold or transferred to that person is more than the
acquisition value of that stock and also more than the price actually received
for it, and

(c) both parties to the sale or transfer, by notice signed by them and sent to the
inspector no later than two years after the end of the chargeable period in
which the trade is discontinued, elect that this subsection shall apply,

then the stock sold or transferred to that person shall be taken to have a value equal
to whichever is the greater (taking all the stock so sold or transferred together) of its
acquisition value and the price actually received for it or, in a case where they are the
same, to either of them.

(1D) In subsection (1C) above ‘“acquisition value”, in relation to any trading stock,
means the amount which, in computing for any tax purposes the [****profits] of the
discontinued trade, would have been deductible as representing the acquisition value
of that stock if—

(a) the stock had, immediately before the discontinuance, been sold in the course
of the trade for a price equal to whatever would be its value in accordance
with subsection (1A)(b) above; and

(b) the period for which those [**’profits] were to be computed began
immediately before the sale.

(1E) Where any trading stock falls to be valued under subsection (1)(a) above, the amount
determined in accordance with subsections (1A) to (1C) above to be the amount to
be brought into account as the value of that stock in computing [***profits] of the
discontinued trade shall also be taken, for the purpose of making any deduction in
computing the [**profits] of any trade carried on by the purchaser, to be the cost of
that stock to the purchaser.

or the purposes of this section two persons are connected with each other if—
1F) For the purp f th tion two p ted with each other if:
(a) they are connected with each other within the meaning of section 839;

(b) one of them is a partnership and the other has a right to a share in the
partnership;

(c) one of them is a body corporate and the other has control over that body;

(d) Dboth of them are partnerships and some other person has a right to a share in
each of them; or
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(e) Dboth of them are bodies corporate or one of them is a partnership and the other
is a body corporate and, in either case, some other person has control over
both of them;

and in this subsection the references to a right to a share in a partnership are references
to a right to a share of the assets or income of the partnership and “control” has the
meaning given by section 840.

(1G) In this section “purchaser”, in relation to a transfer otherwise than by sale, means the
person to whom the transfer is made.]

(2) ™M™For the purposes of this section “trading stock”, in relation to any trade—
(a) means property of any description, whether real or personal, being either—
(1) property such as is sold in the ordinary course of the trade, or would

be so sold if it were mature or if its manufacture, preparation or
construction were complete; or

(i) materials such as are used in the manufacture, preparation or
construction of any such property as is referred to in sub-paragraph (i)
above; and

(b) includes also any services, article or material which would, if the trade were
a profession or vocation, be treated, for the purposes of section 101, as work
in progress of the profession or vocation, and references to the sale or transfer
of trading stock shall be construed accordingly.

Textual Amendments
F355 Words in s. 100(1)(1D)(1E) substituted (31.7.1998) by Finance Act 1998 (c. 36), s. 46(3)(a)(b), Sch. 7
para. 1
F356 Words in s. 100(1)(a) substituted (with application in accordance with s. 140(2) of the amending Act)
by Finance Act 1995 (c. 4), s. 140(1)
F357 S. 100(1A)-(1G) inserted (with application in accordance with s. 140(2) of the amending Act) by
Finance Act 1995 (c. 4), by {s. 140(1)}

Modifications etc. (not altering text)
C151 See—1988(F) Sch.12 para.2—building societies converting to companies. Trustee Savings Bank Act
1985 (¢.58) s.5and Sch.2 para.6(1)—this provision not to apply to the discontinuance of an existing
bank under the TSB Act 1985.

Marginal Citations
M177 Source—1970 5.137(1)
M178 1988 c. 39.
M179 Source—1970 5.137(4)

101 Valuation of work in progress at discontinuance of profession or vocation.

(1) "*Where, in computing for any tax purpose the [**profits] of a profession or

vocation which has been discontinued, a valuation is taken of the work of the
profession or vocation in progress at the discontinuance, that work shall be valued as
follows—

(a) if—
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(i) the work is transferred for money or any other valuable consideration
to a person who carries on, or intends to carry on, a profession or
vocation in the United Kingdom, and

(ii) the cost of the work may be deducted by that person as an expense
in computing for any tax purpose the [***profits] of that profession
or vocation,

the value of the work shall be taken to be the amount paid or other
consideration given for the transfer; and

(b) ifthe work does not fall to be valued under paragraph (a) above, its value shall
be taken to be the amount which would have been paid for a transfer of the
work on the date of the discontinuance as between parties at arm’s length.

(2) M*"Where a profession or vocation is discontinued, and the person by whom it was
carried on immediately before the discontinuance so elects by notice sent to the
inspector at any time within [**the period specified in subsection (2A) below]—

(a) the amount (if any) by which the value of the work in progress at the
discontinuance (as ascertained under subsection (1) above) exceeds the actual
cost of the work shall not be brought into account in computing the [***profits]
of the period immediately before the discontinuance; but

(b) the amount by which any sums received for the transfer of the work exceed
the actual cost of the work shall be included in the sums chargeable to tax by
virtue of section 103 as if it were a sum to which that section applies received
after the discontinuance.

[*%(2A) The period mentioned in subsection (2) above is—

(a) inthe case of an election for the purposes of income tax, the period ending with
the first anniversary of the 31st January next following the year of assessment
in which the profession or vocation is discontinued;

(b) inthe case of an election for the purposes of corporation tax, the period of two
years beginning at the end of the accounting period in which the profession
or vocation is discontinued.]

(3) M*2References in this section to work in progress at the discontinuance of a profession
or vocation shall be construed as references to—

(a) any services performed in the ordinary course of the profession or vocation,
the performance of which was wholly or partly completed at the time of the
discontinuance and for which it would be reasonable to expect that a charge
would have been made on their completion if the profession or vocation had
not been discontinued; and

(b) any article produced, and any such material as is used, in the performance of
any such services,

and references in this section to the transfer of work in progress shall include
references to the transfer of any benefits and rights which accrue, or might reasonably
be expected to accrue, from the carrying out of the work.

Textual Amendments
F358 Words in s. 101(1)(2)(a) substituted (31.7.1998) by Finance Act 1998 (c. 36), s. 46(3)(a)(b), Sch. 7
para. 1
F359 Words in s. 101(2) substituted (with effect in accordance with s. 135(2) of the amending Act) by
Finance Act 1996 (c. 8), Sch. 21 para. 3(2)
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F360 S. 101(2A) inserted (with effect in accordance with s. 135(2) of the amending Act) by Finance Act
1996 (c. 8), Sch. 21 para. 3(3)

Marginal Citations
M180 Source—1970 5.138(1)
M181 Source—1970 5.138(3)
M182 Source—1970 5.138(5)

102 Provisions supplementary to sections 100 and 101.

(1) ™*Any question arising under section 100(1)(a) or 101(1)(a) shall be determined as
follows, for the purpose of computing for any tax purpose the [***'profits] of both the
trades or, as the case may be, the professions or vocations concerned—

(a) in a case where the same body of General Commissioners have jurisdiction
with respect to [**each of the persons whose trade, profession or vocation
is one of those] concerned, the question shall be determined by those
Commissioners unless all parties concerned agree that it shall be determined
by the Special Commissioners;

(b) in any other case, the question shall be determined by the Special
Commissioners; and

(¢) the General or Special Commissioners shall determine the question in like
manner as an appeal.

(2) M¥*Where, by virtue of section 113 or 337(1), a trade, profession or vocation is treated
as having been permanently discontinued for the purpose of computing tax, it shall
also be so treated for the purposes of sections 100 and 101; but those sections shall not
apply in a case where a trade, profession or vocation carried on by a single individual
is discontinued by reason of his death.

Textual Amendments
F361 Words ins. 102(1) substituted (31.7.1998) by Finance Act 1998 (c. 36), s. 46(3)(a)(b), Sch. 7 para. 1
F362 Words in s. 102(1)(a) substituted (with effect in accordance with Sch. 22 para. 12 of the amending Act)
by Finance Act 1996 (c. 8), Sch. 22 para. 11

Marginal Citations
M183 Source—1970 5.137(2), 138(2)
M184 Source—1970 5.137(3), 138(4)

Case VI charges on receipts

103 Receipts after discontinuance: earnings basis charge and related charge affecting
conventional basis.

M185 F363

(1) Where any trade, profession or vocation the [~ profits] of which are chargeable to
tax under Case I or II of Schedule D has been permanently discontinued, tax shall be
charged under Case VI of that Schedule in respect of any sums to which this section
applies which are received after the discontinuance.


http://www.legislation.gov.uk/id/ukpga/1988/1/section/101/2A
http://www.legislation.gov.uk/id/ukpga/1996/8/section/135/2
http://www.legislation.gov.uk/id/ukpga/1996/8
http://www.legislation.gov.uk/id/ukpga/1996/8
http://www.legislation.gov.uk/id/ukpga/1996/8/schedule/21/paragraph/3/3
http://www.legislation.gov.uk/id/ukpga/1988/1/section/102/1
http://www.legislation.gov.uk/id/ukpga/1998/36
http://www.legislation.gov.uk/id/ukpga/1998/36/section/46/3/a/b
http://www.legislation.gov.uk/id/ukpga/1998/36/schedule/7/paragraph/1
http://www.legislation.gov.uk/id/ukpga/1988/1/section/102/1/a
http://www.legislation.gov.uk/id/ukpga/1996/8/schedule/22/paragraph/12
http://www.legislation.gov.uk/id/ukpga/1996/8
http://www.legislation.gov.uk/id/ukpga/1996/8/schedule/22/paragraph/11

Income and Corporation Taxes Act 1988 (c. 1) 167
PART IV — PROVISIONS RELATING TO THE SCHEDULE D CHARGE
CHAPTER VI — DISCONTINUANCE . . .
Document Generated: 2024-07-23
Status: Point in time view as at 25/02/1999. This version of this Act contains provisions that are not valid for this point in time.
Changes to legislation: Income and Corporation Taxes Act 1988 is up to date with all changes known to be in
force on or before 23 July 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)

(2) Subject to subsection (3) below, this section applies to the following sums arising
from the carrying on of the trade, profession or vocation during any period before the
discontinuance (not being sums otherwise chargeable to tax)—

(a) where the [**profits] for that period were computed by reference to earnings,
all such sums in so far as their value was not brought into account in computing
the ["*®profits] for any period before the discontinuance, and

(b) where those [**profits] were computed on a conventional basis (that is to say,
were computed otherwise than by reference to earnings), any sums which, if
those [**profits] had been computed by reference to earnings, would not have
been brought into the computation for any period before the discontinuance
because the date on which they became due, or the date on which the amount
due in respect thereof was ascertained, fell after the discontinuance.

(3) This section does not apply to any of the following sums—

(a) sums received by a person beneficially entitled thereto who is not resident
in the United Kingdom, or by a person acting on his behalf, which represent
income arising directly or indirectly from a country or territory outside the
United Kingdom, or

(b) a lump sum paid to the personal representatives of the author of a literary,
dramatic, musical or artistic work as consideration for the assignment by them,
wholly or partially, of the copyright in the work, or

[*(bb) a lump sum paid to the personal representatives of the designer of a design
which design right subsists as consideration for the assignment by them,
wholly or partially, of that right,]

(c) sums realised by the transfer of trading stock belonging to a trade at the
discontinuance of the trade, or by the transfer of the work of a profession or
vocation in progress at its discontinuance.

Paragraph (b) above shall have effect in relation to public lending right as it has effect
in relation to copyright.

(4) Where—

(a) in computing for tax purposes the [ *profits] of a trade, profession or
vocation a deduction has been allowed for any debt incurred for the purposes
of the trade, profession or vocation, and

(b) the whole or any part of that debt is thereafter released |
part of a relevant arrangement or compromise|, and

(c) thetrade, profession or vocation has been permanently discontinued at or after
the end of the period for which the deduction was allowed and before the
release was effected,

subsections (1) to (3) above shall apply as if the amount released were a sum received
after the discontinuance.

F363

F365otherwise than as

[%(4A) In subsection (4)(b) above “relevant arrangement or compromise” has the same
meaning as in section 74.]

(5) For the purposes of this section the value of any sum received in payment of a debt
shall be treated as not brought into account in the computation of the [***profits] of a
trade, profession or vocation to the extent that a deduction has been allowed in respect
of that sum under section 74(j).
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Textual Amendments

F363 Words in s. 103(1)(2)(a)(b)(4)(a)(5) substituted (31.7.1998) by Finance Act 1998 (c. 36), s. 46(3)(a)
(b), Sch. 7 para. 1

F364 Sch.7 para.36(3)Copyright Designs and Patents Act 1988 (c.48)in force on 14ugust 1989.
(Commencement order—S.1. 1989 No.816—not reproduced).

F365 Words in s. 103(4)(b) inserted (with effect in accordance with s. 144(7) of the amending Act) by
Finance Act 1994 (c. 9), s. 144(3)(b)

F366 S.103(4A) inserted (3.5.1994) by Finance Act 1994 (c. 9), s. 144(5)

Modifications etc. (not altering text)
C152 S. 103(5) (as it had effect before 2005 c. 5) amended (with effect in accordance with s. 80(3)(4) of the
amending Act) by Finance Act 2005 (c. 7), Sch. 4 para. 5(4)

Marginal Citations
M185 Source—1970 s.143; 1983 5.27(b)

104  Conventional basis: general charge on receipts after discontinuance ™. . ..

(1) ™*Where any trade, profession or vocation the [****profits] of which are chargeable

to tax under Case I or II of Schedule D has been permanently discontinued, and the
[*%*profits] for any period before the discontinuance were computed on a conventional
basis, tax shall be charged under Case VI of that Schedule in respect of any sums to
which this subsection applies which are received on or after the discontinuance.

(2) Subject to subsection (3) below, subsection (1) above applies to all sums arising from
the carrying on of the trade, profession or vocation during any period before the
discontinuance, not being sums otherwise chargeable to tax, in so far as the amount
or value of the sums was not brought into account in computing the [***profits] for
any period before the discontinuance.

(3) In subsection (2) above the reference to sums otherwise chargeable to tax includes any
sums which (disregarding this section) are chargeable to tax under section 103 or to
which that section would have applied but for subsection (3)(a) and (b) of that section.

@) [P®M¥Where, in the case of any trade, profession or vocation the [**"*profits] of which

are chargeable to tax under Case I or II of Schedule D, there has been—
(a) achange from a conventional basis to the earnings basis, or

(b) a change of conventional basis which may result in receipts dropping out of
computation,

tax shall be charged under Case VI of that Schedule in respect of sums to which this
subsection applies which are received after the change and before the trade, profession
or vocation is permanently discontinued.]

(5) [®""'Subsection (4) above applies to all sums arising from the carrying on of the trade,
profession or vocation during any period before the change, not being sums otherwise
chargeable to tax, in so far as the amount or value of the sums was not brought into
account in computing the [*"°profits] for any period.]

(6) ™M®1t is hereby declared that where work in progress at the discontinuance of a
profession or vocation, or the responsibility for its completion, is transferred, the
sums to which subsection (1) above applies include any sums received by way of
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consideration for the transfer, and any sums received by way of realisation by the
transferee, on behalf of the transferor, of the work in progress transferred.

(7) [®"'Where in the case of any profession or vocation, the [**”°

chargeable to tax under Case II of Schedule D—

(a) there has been a change from a conventional basis to the earnings basis, or a
change of conventional basis, and

(b) the value of the work in progress at the time of the change was debited in the
accounts and allowed as a deduction in computing profits for tax purposes for
a period after the change,

then, in so far as no counterbalancing credit was brought into account in computing
profits for tax purposes for any period ending before or with the date of the change,
tax shall be charged under subsection (4) above in respect of that amount for the year
of assessment in which the change occurred as if that amount were a sum to which
that subsection applies, and the change of basis were a change of the kind described
in that subsection.]

profits] of which are

Textual Amendments

F367 Words in s. 104 sidenote repealed (with effect in accordance with Sch. 27 Pt. 3(6) Note of the
repealing act) by Finance Act 1998 (c. 36), Sch. 27 Pt. 3(6)

F368 Words in s. 104(1)(2) substituted (31.7.1998) by Finance Act 1998 (c. 36), s. 46(3)(a)(b), Sch. 7 para.
1

F369 S. 104(4)(5)(7) repealed (with application in accordance with Sch. 27 Pt. 3(6) Note of the repealing
Act) by Finance Act 1998 (c. 36), Sch. 27 Pt. 3(6)

F370 Words in s. 104(4)(5)(7) substituted (31.7.1998) by Finance Act 1998 (c. 36), s. 46(3)(a)(b), Sch. 7
para. 1

F371 S. 104(4)(5)(7) repealed (with application in accordance with Sch. 27 Pt. 3(6) Note of the repealing
Act) by Finance Act 1998 (c. 36), Sch. 27 Pt. 3(6)

Modifications etc. (not altering text)
C153 S. 104(4) excluded (with application in accordance with s. 44(4) of the amending act) by Finance Act
1998 (c. 36), s. 44(3) Sch. 6

Marginal Citations
M186 Source—1970 s.144(1)
M187 Source—1970 s.144(2)
M188 Source—1970 s.144(3), (4)

105 Allowable deductions.

M1%(1) In computing the charge to tax in respect of sums received by any person which are

chargeable to tax by virtue of section 103 or 104(1) (including amounts treated as sums
received by him by virtue of section 103(4)), there shall be deducted from the amount
which, apart from this subsection, would be chargeable to tax—

(a) any loss, expense or debit (not being a loss, expense or debit arising directly
or indirectly from the discontinuance itself) which, if the trade, profession or
vocation had not been discontinued, would have been deducted in computing
for tax purposes the [*"’profits] of the person by whom it was carried on
before the discontinuance, or would have been deducted from or set off against
those [**"profits] as so computed, and
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(b) any capital allowance to which the person who carried on the trade, profession
or vocation was entitled immediately before the discontinuance and to which
effect has not been given by way of relief before the discontinuance.

(2) No amount shall be deducted under subsection (1) above if that amount has been
allowed under any other provision of the Tax Acts [**"or by virtue of section 90(4)
of the Finance Act 1995].

(3) No amount shall be deducted more than once under subsection (1) above; and—

(a) any expense or debit shall be apportioned between a sum chargeable under
section 103 and a sum chargeable under section 104(1) in such manner as may
be just;

(b) as between sums chargeable, whether under section 103 or 104(1), for one
chargeable period and sums so charged for a subsequent chargeable period,
any deduction in respect of a loss or capital allowance shall be made against
sums chargeable for the earlier chargeable period;

(¢c) subject to paragraph (b) above, as between sums chargeable for any
chargeable period under section 103 and sums so chargeable under
section 104(1), any deduction in respect of a loss or capital allowance shall
be made against the last-mentioned sums rather than the first-mentioned;

but, in the case of a loss which is to be allowed after the discontinuance, not so as
to authorise its deduction from any sum chargeable for a chargeable period preceding
that in which the loss is incurred.

(4) [""In computing the charge to tax in respect of sums received by any person which
are chargeable to tax by virtue of section 104(4), there shall be deducted any expense
or debit which is not otherwise allowable and which, but for the change in basis,
would have been deducted in computing for tax purposes the [**"*profits] of the trade,
profession or vocation, but no amount shall be deducted more than once under this
subsection.]

Textual Amendments

F372 Words in s. 105(1)(a)(4) substituted (31.7.1998) by Finance Act 1998 (c. 36), s. 46(3)(a)(b), Sch. 7
para. 1

F373 Words in s. 105(2) inserted (with effect in accordance with s. 90(7) of the amending Act) by Finance
Act 1995 (c. 4), s. 90(6)

F374 S. 105(4) repealed (with application in accordance with Sch. 27 Pt. 3(6) Note of the repealing Act) by
Finance Act 1998 (c. 36), Sch. 27 Pt. 3(6)

F375 Words in s. 104(1)(a)(4) substituted (31.7.1998) by Finance Act 1998 (c. 36), s. 46(3)(a)(b), Sch. 7
para. 1

Modifications etc. (not altering text)
C154 S. 105 modified by Capital Allowances Act 1990 (c. 1), s. 15A (as inserted (29.4.1996) by Finance Act
1996 (c. 8), s. 201, Sch. 39 para. 1(2))

Marginal Citations
M189 Source—1970 s.145
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106  Application of charges where rights to payments transferred.

MI%0(1) Subject to subsection (2) below, in the case of a transfer for value of the right to receive

any sum to which section 103, 104(1) or 104(4) applies, any tax chargeable by virtue
of either of those sections shall be charged in respect of the amount or value of the
consideration (or, in the case of a transfer otherwise than at arm’s length, in respect of
the value of the right transferred as between parties at arm’s length), and references in
this Chapter, except section 101(2), to sums received shall be construed accordingly.

(2) Where a trade, profession or vocation is treated as permanently discontinued by reason
of a change in the persons carrying it on, and the right to receive any sum to which
section 103 or 104(1) applies is or was transferred at the time of the change to the
persons carrying on the trade, profession or vocation after the change, tax shall not be
charged by virtue of either of those sections, but any sum received by those persons
by virtue of the transfer shall be treated for all purposes as a receipt to be brought into

the computation of the [**"*profits] of the trade, profession or vocation in the period
in which it is received.

Textual Amendments
F376 Word in s. 106(2) substituted (31.7.1998) by Finance Act 1998 (c. 36), s. 46(3)(a)(b), Sch. 7 para. 1

Marginal Citations
M190 Source—1970 s.147

Reliefs

107 Treatment of receipts as earned income.

MBWhere an individual is chargeable to tax by virtue of section 103 or 104, and
the [*""profits] of the trade, profession or vocation to which he was entitled before
the discontinuance or, as the case may be, change of basis fell to be treated as
earned income for the purposes of income tax, the sums in respect of which he is so
chargeable shall also be treated as earned income for those purposes (but, in the case
of sums chargeable by virtue of section 104, after any reduction in those sums under
section 109).

Textual Amendments
F377 Words in s. 107 substituted (31.7.1998) by Finance Act 1998 (c. 36), s. 46(3)(a)(b), Sch. 7 para. 1

Marginal Citations
M191 Source—1970 5.148

108 Election for carry-back.

M2 Where any sum is—
(a) chargeable to tax by virtue of section 103 or 104, and

(b) received in any year of assessment beginning not later than six years after the
discontinuance or, as the case may be, change of basis by the person by whom
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the trade, profession or vocation was carried on before the discontinuance or

change, or by his personal representatives,

that person or (in either case) his personal representatives may, by notice sent to [*"*an

officer of the Board within one year from the 31st January next following] that year of
assessment, elect that the tax so chargeable shall be charged as if the sum in question
were received on the date on which the discontinuance took place or, as the case may

lFas% on the last day of the period at the end of which the change of basis took place

Textual Amendments
F378 Words in s. 108 substituted (with effect in accordance with s. 128(11) of the amending Act) by Finance
Act 1996 (c. 8), s. 128(4)(a)
F379 Words in s. 108 repealed (with effect in accordance with s. 128(11) of the repealing Act) by Finance
Act 1996 (c. 8), s. 128(4)(b), Sch. 41 Pt. 5(6), Note 1

Marginal Citations
M192 Source—1970 s.149

109 Charge under section 104: relief for individuals born before 6th April 1917.

M1%(1) If an individual born before 6th April 1917, or the personal representatives of such an

individual, is chargeable to tax under section 104 and—
(a) the individual was engaged in carrying on a trade, profession or vocation on
18th March 1968, and
(b) the [P*profits] of the trade, profession or vocation were not computed by
reference to earnings in the period in which that 18th March fell, or in any
subsequent period ending before or with the relevant date,

the net amount with which he is so chargeable to tax shall be reduced by multiplying
that net amount by the fraction given below.

(2) Where section 104(4) applies in relation to a change of basis taking place on a date
before 19th March 1968, then, in relation to tax chargeable by reference to that change
of basis, that earlier date shall be substituted for the date in subsection (1)(a) above
and subsection (1)(b) above shall be omitted.

(3) The fraction referred to in subsection (1) above is—
(a) where on 5th April 1968 the individual had not attained the age of 52—

19
20
(b) where on that date he had attained the age of 52, but had not attained the age
of 53—
18
20

and so on, reducing the fraction by—
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1
20

for each year he had attained up to the age of 64;
(c) where on that date he had attained the age of 65, or any greater age—

20

(4) In this section—

“the net amount” with which a person is chargeable to tax under section 104
means the amount with which he is so chargeable after making any deduction
authorised by section 105 but before giving any relief under this section; and

“relevant date”—

(a) inrelation to tax under section 104(1), means the date of the permanent
discontinuance, and

(b) in relation to tax under section 104(4), means the date of the change of
basis.

(5) Subsections (1) to (4) above shall apply as follows as respects the net amount of any
sum chargeable under section 104 which is assessed by reference to a sum accruing
to a partnership—

(a) the part of that net amount which is apportioned to any partner (who is an
individual), or the personal representative of such an individual, shall be a net
amount with which that person is chargeable under that section, and

(b) ifthe part of that net amount which is so apportioned is a greater proportion of
that amount than is the individual’s share (that is to say, the part to be included
in his total income) of the total amount of the partnership profits assessed to
income tax for the three years of assessment ending with the year in which the
discontinuance or change of basis took place, the amount of the reduction to
be given by way of relief shall not exceed the amount of relief which would
have been so given if the apportionment had been made by reference to his
share of that total amount.

(6) For the purposes of this section the trade, profession or vocation carried on before
a permanent discontinuance shall not be treated as the same as any carried after the
discontinuance.

Textual Amendments
F380 Words in s. 109(1)(b) substituted (31.7.1998) by Finance Act 1998 (c. 36), s. 46(3)(a)(b), Sch. 7 para.
1

Marginal Citations
M193 Source—1970 5.150
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[ Relief for post-cessation expenditure

Textual Amendments
F381 S. 109A and preceding cross-heading inserted (with effect in accordance with s. 90(7) of the amending
Act) by Finance Act 1995 (c. 4), s. 90(1)

109A  Relief for post-cessation expenditure.

(1) Where in connection with a trade, profession or vocation formerly carried on by him
which has been permanently discontinued a person makes, within seven years of the
discontinuance, a payment to which this section applies, he may, by notice given within
twelve months from the 31st January next following the year of assessment in which
the payment is made, claim relief from income tax on an amount of his income for
that year equal to the amount of the payment.

(2) This section applies to payments made wholly and exclusively—

(a) in remedying defective work done, goods supplied or services rendered in
the course of the former trade, profession or vocation or by way of damages
(whether awarded or agreed) in respect of any such defective work, goods or
services; or

(b) indefraying the expenses of legal or other professional services in connection
with any claim that work done, goods supplied or services rendered in the
course of the former trade, profession or vocation was or were defective;

(c) in insuring against any liabilities arising out of any such claim or against the
incurring of such expenses; or

(d) for the purpose of collecting a debt taken into account in computing the
[**profits] of the former trade, profession or vocation.

(3) Where a payment of any of the above descriptions is made in circumstances such
that relief under this section is available, the following shall be treated as sums to
which section 103 applies (whether or not they would be so treated apart from this
subsection)—

(a) in the case of a payment within paragraph (a) or (b) of subsection (2) above,
any sum received, by way of the proceeds of insurance or otherwise, for
the purpose of enabling the payment to be made or by means of which it is
reimbursed,

(b) inthe case of a payment within paragraph (c) of that subsection, any sum (not
falling within paragraph (a) above) received by way of refund of premium or
otherwise in connection with the insurance, and

(c) in the case of a payment within paragraph (d) of that subsection, any sum
received to meet the costs of collecting the debt;

and no deduction shall be made under section 105 in respect of any such sums.

Where such a sum is received in a year of assessment earlier than that in which
the related payment is made, it shall be treated as having been received in that later
year and not in the earlier year; and any such adjustment shall be made, by way of
modification of any assessment or discharge or repayment of tax, as is required to give
effect to this subsection.

(4) Where a trade, profession or vocation carried on by a person has been permanently
discontinued and subsequently an unpaid debt which was taken into account in
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computing the [****profits] of that trade, profession or vocation and to the benefit of

which he is entitled][*** is released in whole or in part as part of a relevant arrangement
or compromise (within the meaning of section 74), he shall be treated as making a
payment to which this section applies of—

(a) an amount equal to the amount released, or

(b) if he was entitled to only part of the benefit of the debt, an amount equal to
an appropriate proportion of that amount.]

If any sum is subsequently received by him in payment of a debt for which relief
has been given by virtue of this subsection, the sum shall be treated as one to which
section 103 applies; and no deduction shall be made under section 105 in respect of
any such sum.

[**(4A) Where a trade, profession or vocation carried on by a person has been permanently
discontinued and subsequently an unpaid debt which was taken into account in
computing the [****profits] of that trade, profession or vocation and to the benefit of
which he is entitled, proves to be bad, then if—

(a) inmaking a claim for a year of assessment under subsection (1) above he gives
notice that the debt was bad in any part of that year, and

(b) he has not given such a notice in respect of that debt in the making of any
other such claim,

he shall be treated as making in that year a payment to which this section applies of an
amount equal to the amount of the debt or, if he was entitled to only part of the benefit
of the debt, to an appropriate proportion of that amount.

If any sum is subsequently received by him in payment of a debt for which relief
has been given by virtue of this subsection, the sum shall be treated as one to which
section 103 applies; and no deduction shall be made under section 105 in respect of
any sum.|

(5) Where in the case of a trade, profession or vocation which has subsequently been
permanently discontinued a deduction was made in computing the profits or losses of
the trade, profession or vocation in respect of an expense not actually paid (an “unpaid
expense”), then—

(a) ifreliefunder this section in connection with that trade, profession or vocation
is claimed in respect of any year of assessment, the amount of the relief shall
be reduced by the amount of any unpaid expenses at the end of that year;

(b) for the purposes of the application of paragraph (a) above in relation to a
subsequent year of assessment, any amount by which relief under this section
has been reduced by virtue of that paragraph shall be treated as having been
paid in respect of the expense in question; and

(c) if subsequently any amount is in fact paid in respect of an expense in respect
of which a reduction has been made under paragraph (a), that amount (or, if
less, the amount of the reduction) shall be treated as a payment to which this
section applies.

(6) Relief shall not be given under this section in respect of an amount for which relief
has been given or is available under any other provision of the Income Tax Acts.

In applying this subsection relief available under section 105 shall be treated as given
in respect of other amounts before any amount in respect of which relief is available
under this section.

(7) This section does not apply for the purposes of corporation tax.



176 Income and Corporation Taxes Act 1988 (c. 1)
PART IV — PROVISIONS RELATING TO THE SCHEDULE D CHARGE
CHAPTER VI— DISCONTINUANCE . . .
Document Generated: 2024-07-23
Status: Point in time view as at 25/02/1999. This version of this Act contains provisions that are not valid for this point in time.
Changes to legislation: Income and Corporation Taxes Act 1988 is up to date with all changes known to be in
force on or before 23 July 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)

Textual Amendments
F382 Words in s. 109A(2)(d)(4)(4A) substituted (31.7.1998) by Finance Act 1998 (c. 36), s. 46(3)(a)(b),
Sch. 7 para. 1
F383 Words in s. 109A(4) substituted (with effect in accordance with s. 134(2) of the amending Act) by
Finance Act 1996 (c. 8), Sch. 20 para. 5(1)
F384 S. 109A(4A) inserted (with effect in accordance with s. 134(2) of the amending Act) by Finance Act
1996 (c. 8), Sch. 20 para. 5(2)

Modifications etc. (not altering text)
C155 S. 109A(1) modified (with application as stated in s. 90(7) of the modifying Act) by Finance Act 1995
(c.4),5.90(2)

Supplemental

110 Interpretation etc.
(1) ™**The following provisions have effect for the purposes of [**sections 103 to 109A].

(2) ™*For the purposes of those sections, any reference to the permanent discontinuance

. . . . F
of a trade, profession or vocation includes a reference to the occurring of [****—

(a) any event which, under section 113 or 337(1), is to be treated as equivalent to
the permanent discontinuance of a trade, profession or vocation; or

(b) in relation to a trade or profession carried on by a person in partnership with
other persons, any event which, under subsection (4) of section 111, is to be
treated as equivalent to the permanent discontinuance of his deemed trade or
profession (within the meaning of that subsection)].

(3) ™**The ["**profits] of a trade, profession or vocation in any period shall be treated as
computed by reference to earnings where all credits and liabilities accruing during that
period as a consequence of its being carried on are brought into account in computing
those [***"profits] for tax purposes, and not otherwise, and “earnings basis” shall be
construed accordingly.

(4) “Conventional basis” has the meaning given by section 103(2), so that [**"profits] are

computed on a conventional basis if computed otherwise than by reference to earnings.

(5) There is a change from a conventional basis to the earnings basis at the end of a period
the [***profits] of which were computed on a conventional basis if the [***"profits]
of the next succeeding period are computed by reference to earnings; and, if the
[¥profits] of two successive periods are computed on different conventional bases,
a change of conventional basis occurs at the end of the earlier period.

(6) In sections 103 and 104—

(a) “trading stock” has the meaning given by section 100(2);

(b) references to work in progress at the discontinuance of a profession or
vocation, and to the transfer of work in progress, are to be construed in
accordance with section 101(3); and

(c) the reference to work in progress at the time of a change of basis is also to
be construed in accordance with section 101(3), substituting therein for this
purpose references to the change of basis for references to the discontinuance.
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Textual Amendments

F385 Words in s. 110(1) substituted (with effect in accordance with s. 90(7) of the amending Act) by
Finance Act 1995 (c. 4), s. 90(3)

F386 Words in s. 110(2) substituted (with effect in accordance with s. 215(4) of the 1994 amending Act) by
Finance Act 1994 (c. 9), s. 215(1A) (as inserted (retrospectively) by Finance Act 1995 (c. 4), s. 117(1)
©3))

F387 Words in s. 110(3)(4)(5) substituted (31.7.1998) by Finance Act 1998 (c. 36), s. 46(3)(a)(b), Sch. 7
para. 1

Marginal Citations
M194 Source—1970 s.151(1)
M195 Source—1970 s.146
M196 Source—1970 s5.151(2)-(5)

Change of residence

110A Change of residence.

(1) Where there is a change of residence by an individual who is carrying on any trade,
profession or vocation wholly or partly outside the United Kingdom and otherwise
than in partnership with others, tax shall be chargeable, and loss relief may be claimed,
as if the change—

(a) constituted the permanent discontinuance of the trade, profession or vocation;
and
(b) was immediately followed, in so far as the trade, profession or vocation
continues to be carried on by that individual, by the setting up and
commencement of a new one;
but nothing in this subsection shall prevent any portion of a loss sustained before
the change from being carried forward under section 385 and set against [***profits]
arising or accruing after the change.

(2) For the purposes of this section there is a change of residence by an individual if—
(a) not being resident in the United Kingdom, he becomes so resident; or
(b) being so resident, he ceases to be so resident.

Textual Amendments
F388 Words in s. 110A(1) substituted (31.7.1998) by Finance Act 1998 (c. 36), s. 46(3)(a)(b), Sch. 7 para. 1

CHAPTER VII

PARTNERSHIPS AND SUCCESSIONS

Modifications etc. (not altering text)
C156 See also—1970(M) s.9—partnership returns.1990(C), ss.65, 78—capital allowances for machinery,
etc., used for trade carried on in partnership.
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General

[**111 Treatment of partnerships.

(1) Where a trade or profession is carried on by persons in partnership, the partnership
shall not, unless the contrary intention appears, be treated for the purposes of the Tax
Acts as an entity which is separate and distinct from those persons.

(2) So long as a trade or profession is carried on by persons in partnership, and any of those
persons is chargeable to income tax, the [***’profits] or losses arising from the trade
or profession (“the actual trade or profession”) shall be computed for the purposes of
income tax in like manner as if—

(a) the partnership were an individual; and
(b) that individual were an individual resident in the United Kingdom.

(3) A person’s share in the [***’profits] or losses arising from the actual trade or profession

which for any period are computed in accordance with subsection (2) above shall be
determined according to the interests of the partners during that period.

(4) Where a person’s share in any ["**profits] or losses is determined in accordance with

subsection (3) above, sections 60 to 63A shall apply as if—

(a) that share of the [**'profits] or losses derived from a trade or profession
carried on by him alone;

(b) that trade or profession (“the deemed trade or profession”) had been set up
and commenced by him at the time when he became a partner or, where the
actual trade or profession was previously carried on by him alone, the time
when the actual trade or profession was set up and commenced;

(c) asregards each year of assessment, any accounting date or accounting change
of the actual trade or profession were also an accounting date or accounting
change of the deemed trade or profession;

(d) subsection (2) of section 62 applied in relation to any accounting change of
the deemed trade or profession if, and only if, on the assumption that the
partnership were an individual, that subsection would apply in relation to the
corresponding accounting change of the actual trade or profession; and

(e) the deemed trade or profession were permanently discontinued by him at the
time when he ceases to be a partner or, where the actual trade or profession
is subsequently carried on by him alone, the time when the actual trade or
profession is permanently discontinued.

(5) Where section 62(2) does not apply in relation to any accounting change of the deemed
trade or profession which is made or treated as made in the year of assessment next
following or next but one following the commencement year, sections 60(3)(a) and
61(2)(a) shall apply as if the old date in that year were the accounting date.

(6) For the purpose of determining whether, on the assumption that the partnership were
an individual, section 62(2) would apply in relation to an accounting change of the
actual trade or profession—

(a) anotice may be given under subsection (3) of section 62A; and

(b) an appeal may be brought under subsection (6) of that section,
by such one of the partners as may be nominated by them for the purposes of this
subsection.

(7) Where—
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(a) subsections (2) and (3) above apply in relation to the [***profits] or losses of

a trade or profession carried on by persons in partnership; and

(b) other income or other relievable losses accrue to those persons by virtue of

their being partners,

those subsections shall apply as if references to the [©*’profits] or losses arising

from the trade or profession included references to that other income or those other
relievable losses.

(8) Where a person’s share in any untaxed income from one or more sources, or in
any relievable losses, is determined in accordance with subsection (3) as applied by
subsection (7) above, sections 60 to 63A shall apply as if—

(a) that share of that income or of those losses were [
trade or profession carried on by that person alone;

(b) that trade or profession (“the second deemed trade or profession™) had been
set up and commenced by him at the time when he became a partner;

(c) paragraphs (c) and (d) of subsection (4) and subsection (5) above applied in
relation to the second deemed trade or profession as they apply in relation to
the other deemed trade or profession;

(d) the second deemed trade or profession were permanently discontinued by him
at the time when he ceases to be a partner; and

(e) each source of the income were treated as continuing until the second deemed
trade or profession is treated as permanently discontinued.

(9) Where—

(a) the basis period for any year of assessment is given by section 62(2)(b) in
the case of a person’s second deemed trade or profession, or such a trade or
profession is treated as permanently discontinued in any year of assessment;
and

(b) the amount falling to be deducted under subsection (1) or (3) of section 63A
exceeds that person’s share, as determined in accordance with subsection (3)
as applied by subsection (7) above, in any untaxed income,

the amount of the excess shall be deducted in computing that person’s income for that
year.

FM5rofits] or losses of a

(10) Subsections (1) to (3) above apply in relation to persons in partnership by whom a
business which is not a trade or profession is carried on as they apply in relation to
persons in partnership by whom a trade or profession is carried on.

11) In subsections (2) and (3) above as applied by subsection (10) above, references to the
Yy
[***profits] or losses arising from the trade or profession shall have effect as references

to any income or relievable losses arising from the business.

(12) In this section—
“accounting change” and “the old date” have the meanings given by
section 62(1);
“accounting date” has the meaning given by section 60(5);

“the commencement year”, in relation to the deemed trade or profession or
the second deemed trade or profession, means the year of assessment in which
that trade or profession is deemed to have been set up and commenced;

“income” means any income (whether or not chargeable under Schedule
D);

“untaxed income” means income which is not—
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(a) income from which income tax has been deducted;

(b) income from or on which income tax is treated as having been deducted
or paid; or

(¢) income chargeable under Schedule F.

(13) In this section—

(a)
(b)

any reference to sections 60 to 63A includes a reference to those sections as
applied in relation to losses by section 382(3) and (4) and section 385(1); and
any reference to a person becoming or ceasing to be a partner is a reference
to his beginning or, as the case may be, ceasing to carry on the actual trade or
profession in partnership with other persons.]

Textual Amendments
F389 S. 111 substituted (with effect in accordance with s. 215(4)(5) of the 1994 amending Act) by Finance
Act 1994 (c. 9), s. 215(1) (as amended (retrospectively) by Finance Act 1995 c. 4, s. 117(1)(a)(2)(4))
(with Sch. 20)
F390 Words ins. 111(2)(3)(4)(7)(8)(a)(11) substituted (31.7.1998) by Finance Act 1998 (c. 36), s. 46(3)(a)
(b), Sch. 7 para. 1

Modifications etc. (not altering text)
C157 S. 111 modified (1.5.1995) by Finance Act 1995 c. 4, s. 125(1)
C158 S. 111 excluded (subsection (1) excepted) (with application in accordance with s. 44 of the excluding
act) by Finance Act 1998 (c. 36), s. 46(1)(2), Sch. 6 para. 6(6)
C159 S. 111 excluded (subsection (1) excepted) (with effect in accordance with s. 64 and Sch. 22 paras.
16-18 of the excluding Act) by Finance Act 2002 (c. 23), Sch. 22 para. 13(6)

112 Partnerships controlled abroad.

[F391M197

(1) So long as a trade, profession or business is carried on by persons in partnership and

any of those persons is not resident in the United Kingdom, section 111 shall have
effect for the purposes of income tax in relation to the partner who is not so resident

as if—

(a)
(b)

the reference in subsection (2)(b) to an individual resident in the United
Kingdom were a reference to an individual who is not so resident; and

in subsection (4)(a), after “carried on” there were inserted “in the United
Kingdom”.

(1A) Where—

(a)
(b)

(©)
(d)

any persons are carrying on a trade, profession or business in partnership,
the trade, profession or business is carried on wholly or partly outside the
United Kingdom,

the control and management of the trade, profession or business is situated
outside the United Kingdom, and

any of the partners who is an individual resident in the United Kingdom
satisfies the Board that he is not domiciled in the United Kingdom or that,
being a Commonwealth citizen or a citizen of the Republic of Ireland, he is
not ordinarily resident in the United Kingdom,

section 111 shall have effect in accordance with subsection (1) above as if that partner
were not resident in the United Kingdom and, in addition (as respects that partner as
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an individual who is in fact resident in the United Kingdom), his interest as a partner,
so far as it entitles him to a share of any [***profits] arising from the carrying on of
the trade, profession or business otherwise than within the United Kingdom, shall be
treated for the purposes of Case V of Schedule D as if it were a possession outside
the United Kingdom.

(1B) Where any persons are carrying on a trade or profession in partnership, the trade or
profession is carried on wholly or partly outside the United Kingdom and an individual
who is one of the partners changes his residence (within the meaning of section 110A),
it shall be assumed for income tax purposes—

(a) that that individual ceased to be a partner at the time of the change and became
one again immediately afterwards; and

(b) in relation to matters arising after the change, that the time when he became
a partner is the time immediately after the change;

but nothing in this subsection shall, in relation to that individual, prevent any portion
of a loss sustained before the change from being carried forward under section 385
and set against [****profits] arising or accruing after the change.]

(4) In any case where—

(a) apersonresident in the United Kingdom (in this subsection and subsection (5)
below referred to as “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) Dby virtue of any arrangements falling within section 788 any of the income or
capital gains of the partnership is relieved from tax in the United Kingdom,

the arrangements referred to in paragraph (b) above shall not affect any liability to
tax in respect of the resident partner’s share of any income or capital gains of the
partnership.

(5) I, in a case where subsection (4) above applies, the resident partner’s share of the
income of the partnership consists of or includes a share in a qualifying distribution
made by a company resident in the United Kingdom, then, notwithstanding anything
in the arrangements, the resident partner (and not the partnership as a whole) shall be
regarded as entitled to that share of the tax credit in respect of the distribution which
corresponds to his share of the distribution.

(6) Section 115(5) has effect as respects the application of [***subsections (4) and (5)
above] where the partners in a partnership include a company.

Textual Amendments

F391 S. 112(1)-(1B) substituted for s. 112(1)-(3) (with effect in accordance with s. 125(1) of the amending
Act) by Finance Act 1995 (c. 4), s. 125(2)

F392 Words in s. 112(1A)(1B) substituted (31.7.1998) by Finance Act 1998 (c. 36), s. 46(3)(a)(b), Sch. 7
para. 1

F393 Words in s. 112(4)(a) substituted (with effect in accordance with s. 125(1) of the amending Act) by
Finance Act 1995 (c. 4), s. 125(3)(a)

F394 Words in s. 112(6) substituted (with effect in accordance with s. 125(1) of the amending Act) by
Finance Act 1995 (c. 4), s. 125(3)(b)

Modifications etc. (not altering text)
C160 S. 112(4)-(6) modified (with retrospective effect) by Finance Act 2008 (c. 9), s. 58(5)(6)(b)
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Marginal Citations
M197 1970 5.153; 1987 (No.2) 5.62

113 Effect, for income tax, of change in ownership of trade, profession or vocation.

MI%8(1) Where there is a change in the persons engaged in carrying on any trade, profession or

vocation chargeable under Case I or II of Schedule D, then, subject to the provisions of
this section ™. . .| the amount of the [****profits] of the trade, profession or vocation
on which income tax is chargeable for any year of assessment and the persons on
whom it is chargeable, shall be determined as if the trade, profession or vocation had
been permanently discontinued, and a new one set up and commenced, at the date of

the change.

[*”7(2) Where—
(a) there is such a change as is mentioned in subsection (1) above, and

(b) aperson engaged in carrying on the trade, profession or vocation immediately
before the change continues to be so engaged immediately after it,

subsection (1) above shall not apply to treat the trade, profession or vocation as
discontinued or a new one as set up and commenced.]

(6) In the case of the death of a person who, if he had not died, would under the provisions
of this section have become chargeable to tax for any year, the tax which would have
been so chargeable shall be assessed and charged upon his executors or administrators,
and shall be a debt due from and payable out of his estate **,

(7) For the purposes of this section, a change in the personal representatives of any
person, or in the trustees of any trust, shall not be treated as a change in the persons
engaged in carrying on any trade, profession or vocation carried on by those personal
representatives or trustees as such.

Textual Amendments

F395 Words in s. 113(1) repealed (with effect in accordance with s. 215(4)(5) of the repealing Act) by
Finance Act 1994 (c. 9), Sch. 26 Pt. 5(24), Note 4(a) (as s. 215(5) of that Act is modified (1.5.1995)
by 1995 c. 4, s. 125(1)) (with Sch. 20)

F396 Words in s. 113(1) substituted (31.7.1998) by Finance Act 1998 (c. 6), s. 46(3)(a)(b), Sch. 7 para. 1

F397 S. 113(2) substituted (with effect in accordance with s. 215(4)(5) of the amending Act) by Finance Act
1994 (c. 9), s. 216(1) (with Sch. 20) (as s. 215(5) of that Act is modified (1.5.1995) by 1995 c. 4, s.
125(1)) (with Sch. 20)

F398 S. 113(3)-(5) and words in s. 113(6) repealed (with effect in accordance with ss. 215(4)(5) of the
repealing Act) by Finance Act 1994 (c. 9), s. 216(2), Sch. 26 Pt. 5(24), Note 4(a) (as s. 215(5) of that
Act is modified (1.5.1995) by 1995 c. 4, s. 125(1)) (with Sch. 20)

Modifications etc. (not altering text)
C161 See 1990(C) s.134(4)—treatment of succession for purposes of capital allowances for dredging.
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Marginal Citations
M198 Source—1970 s.154; 1971 s.17(1)

Partnerships involving companies

114 Special rules for computing profits and losses.

() M™*”So long as a trade ["*profession or business] is carried on by persons in
partnership, and any of those persons is a company, the profits and losses (including
terminal losses) of the trade [***’profession or business] shall be computed for the
purposes of corporation tax in like manner, and by reference to the like accounting
periods, as if the partnership were a company [**"and, subject to section 115(4), as if
that company were resident in the United Kingdom], and without regard to any change
in the persons carrying on the trade [**’profession or business], except that—

(a) references to distributions shall not apply; and

(b) subject to section 116(5), no deduction or addition shall be made for charges
on income, or for capital allowances and charges, nor in any accounting period
for losses incurred in any other period nor for any expenditure to which
section 401(1) applies; and

(c) a change in the persons engaged in carrying on the trade profession
or business] shall be treated as the transfer of the trade [***’profession or
business| to a different company if there continues to be a company so
engaged after the change, but not a company that was so engaged before the
change.

[F399

(2) ™™ A company’s share in the profits or loss of any accounting period of the
partnership, or in any matter excluded from the computation by subsection (1)(b)
above, shall be determined according to the interests of the partners during that
period, and corporation tax shall be chargeable as if that share derived from a trade
[**profession or business] carried on by the company alone in its corresponding
accounting period or periods; and the company shall be assessed and charged to tax
for its corresponding accounting period or periods accordingly.

In this subsection “corresponding accounting period or periods” means the
accounting period or periods of the company comprising or together comprising
the accounting period of the partnership, and any necessary apportionment shall
be made between corresponding accounting periods if more than one.

Textual Amendments

F399 Words in s. 114(1)-(3) inserted (with effect in accordance with s. 215(4)(5) of the amending Act) by
Finance Act 1994 (c. 9), s. 215(2) (as s. 215(5) of that Act is modified (1.5.1995) by 1995 c. 4, s.
125(1)) (with Sch. 20)

F400 Words in s. 114(1) inserted (with effect in accordance with s. 125(1) of the amending Act) by Finance
Act 1995 (c. 4), s. 125(4)

F401 S. 114(3) repealed (with effect in accordance with Finance Act 1994 (c. 9), s. 218(1)) by Finance Act
1995 (c. 4), Sch. 29 Pt. 8(15), Note 1
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F402 S. 114(4) repealed (with effect in accordance with s. 215(4)(5) of the repealing Act) by Finance Act

1994 (c. 9), s. 215(3)(a), Sch. 26 Pt. 5(24), Note 4(a) (as s. 215(5) of that Act is modified (1.5.1995)
by 1995 c. 4, s. 125(1)) (with Sch. 20)

Modifications etc. (not altering text)
C162 S. 114(1) modified (3.5.1994) by Finance Act 1994 (c. 9), s. 172(4)-(6)

Marginal Citations
M199 Source—1970 5.155(1); 1973 5.31(5); 1980 5.39(3)
M200 Source—1970 5.155(2); 1972 5.107(2)

115 Provisions supplementary to section 114.

[F**(4) So long as a trade, profession or business is carried on by persons in partnership

and any of those persons is a company which is not resident in the United Kingdom,
section 114 shall have effect in relation to that company as if—
(a) the reference in subsection (1) to a company resident in the United Kingdom
were a reference to a company that is not so resident; and
(b) in subsection (2), after “carried on” there were inserted “in the United
Kingdom through a branch or agency”.

(5) Where the partners in a partnership include a company, subsections (4) and (5) of
section 112 shall apply for the purposes of corporation tax as well as for the purposes
of income tax, and section 114 shall have effect accordingly.]

[**(5C) For the purposes of subsections (5) to (5B) the members of a partnership include any

company which is entitled to a share of income or capital gains of the partnership.]

(7) For the purposes of this section and section 114 “profits” shall not be taken as including
chargeable gains.

Textual Amendments
F403 S. 115(1)-(3)(6) repealed (with effect in accordance with s. 215(4)(5) of the repealing Act) by Finance
Act 1994 (c. 9), s. 215(3)(b), Sch. 26 Pt. 5(24), Note 4(a) (as s. 215(5) of that Act is modified
(1.5.1995) by 1995 c. 4, s. 125(1)) (with Sch. 20)

F404 S. 115(4)(5) substituted (with effect in accordance with s. 125(1) of the amending Act) by Finance Act
1995 (c. 4), s. 125(5)

F405 S. 115(5C) inserted (retrospectively) by Finance Act 2008 (c. 9), s. 58(1)(4)

Modifications etc. (not altering text)
C163 S. 115(5) modified (with retrospective effect) by Finance Act 2008 (c. 9), s. 58(5)(6)(b)
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116 Arrangements for transferring relief.

M21(1) The provisions of subsection (2) below shall apply in relation to a company (“the

partner company”) which is a member of a partnership carrying on a trade if
arrangements are in existence (whether as part of the terms of the partnership or
otherwise) whereby—

(a) in respect of the whole or any part of the value of, or of any portion of, the
partner company’s share in the profits or loss of any accounting period of
the partnership, another member of the partnership or any person connected
with another member of the partnership receives any payment or acquires or
enjoys, directly or indirectly, any other benefit in money’s worth; or

(b) in respect of the whole or any part of the cost of, or of any portion of,
the partner company’s share in the loss of any accounting period of the
partnership, the partner company or any person connected with that company
receives any payment or acquires or enjoys, directly or indirectly, any other
benefit in money’s worth, other than a payment in respect of group relief to
the partner company by a company which is a member of the same group as
the partner company for the purposes of group relief.

(2) In any case where the provisions of this subsection apply in relation to the partner
company—

(a) the company’s share in the loss of the relevant accounting period of the
partnership and its share in any charges on income, within the meaning of
section 338, paid by the partnership in that accounting period shall not be
available for set-off for the purposes of corporation tax except against its share
in the profits of the trade carried on by the partnership; and

(b) except in accordance with paragraph (a) above, no trading losses shall be
available for set-off for the purposes of corporation tax against the company’s
share in the profits of the relevant accounting period of the partnership; and

(c) except in accordance with paragraphs (a) and (b) above, no amount which,
apart from this subsection, would be available for relief against profits shall
be available for set-off for the purposes of corporation tax against so much of
the company’s total profits as consists of its share in the profits of the relevant
accounting period of the partnership; and

(d) [ notwithstanding anything in section 239, no advance corporation tax may
be set against the company’s liability to corporation tax on its share in the
profits of the relevant accounting period of the partnership.]

(3) In subsection (2) above “relevant accounting period of the partnership” means any
accounting period of the partnership in which any such arrangements as are specified
in subsection (1) above are in existence or to which any such arrangements apply.

(4) If a company is a member of a partnership and tax in respect of any profits of the
partnership is chargeable under Case VI of Schedule D, this section shall apply in
relation to the company’s share in the profits or loss of the partnership as if—

(a) the profits or loss to which the company’s share is attributable were the profits
of, or the loss incurred in, a trade carried on by the partnership; and

(b) any allowance which falls to be made under section [**"’61(1) of the 1990 Act]
(machinery and plant on lease) were an allowance made in taxing that trade.

(5) For the purposes of this section, subsection (2) of section 114 shall have effect for
determining a company’s share in the profits or loss of any accounting period of
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a partnership as if, in subsection (1)(b) of that section, the words “ or for capital
allowances and charges ” were omitted.

(6) In this section “arrangements” means arrangements of any kind whether in writing
or not.

(7) Section 839 shall apply for the purposes of this section.

Textual Amendments
F406 S. 116(2)(d) repealed (with effect in accordance with Sch. 3 para. 10(3) of the repealing Act) by
Finance Act 1998 (c. 36), Sch. 3 para. 10(2), Sch. 27 Pt. 3(2), Note
F407 1990(C) s.164and Sch.1 para.8(7).Previously
“46(1) of the Finance Act 1971”.

Marginal Citations
M201 Source—1973 s.31(1)-(5), (9), 32(6)

Limited partners

117 Restriction on relief: individuals.

(1) ™*An amount which may be given or allowed to an individual under section 353, 380
or 381 below or section [****141 of the 1990 Act]—

(a) in respect of a loss sustained by him in a trade, or of interest paid by him in
connection with the carrying on of a trade, in a relevant year of assessment; or

(b) as an allowance falling to be made to him for a relevant year of assessment
either in taxing a trade or by way of discharge or repayment of tax to which

he is entitled by reason of his participation in a trade,

may be given or allowed otherwise than against income consisting of [**"’profits]

arising from the trade only to the extent that the amount given or allowed or (as the
case may be) the aggregate amount does not exceed the relevant sum.

(2) ™®In this section—
“limited partner” means—

(i) a person who is carrying on a trade as a limited partner in a limited
partnership registered under the "***Limited Partnerships Act 1907;

(i1) a person who is carrying on a trade as a general partner in a partnership,
who is not entitled to take part in the management of the trade and who
is entitled to have his liabilities, or his liabilities beyond a certain limit,
for debts or obligations incurred for the purposes of the trade discharged
or reimbursed by some other person; or

(ii1) a person who carries on a trade jointly with others and who, under the
law of any territory outside the United Kingdom, is not entitled to take
part in the management of the trade and is not liable beyond a certain
limit for debts or obligations incurred for the purposes of the trade;

“relevant year of assessment” means a year of assessment at any time
during which the individual carried on the trade as a limited partner;
“the aggregate amount” means the aggregate of any amounts given or

allowed to him at any time under section 353, 380 or 381 below or section
[F'°141 of the 1990 Act]—
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(a) in respect of a loss sustained by him in the trade, or of interest paid by
him in connection with carrying it on, in a relevant year of assessment; or

(b) as an allowance falling to be made to him for a relevant year of
assessment either in taxing the trade or by way of discharge or repayment
of tax to which he is entitled by reason of his participation in the trade;

“the relevant sum” means the amount of his contribution to the trade as at
the appropriate time; and

“the appropriate time” is the end of the relevant year of assessment in which
the loss is sustained or the interest paid or for which the allowance falls to be
made (except that where he ceased to carry on the trade during that year of
assessment it is the time when he so ceased).

(3) ™A person’s contribution to a trade at any time is the aggregate of—

(a) the amount which he has contributed to it as capital and has not, directly or
indirectly, drawn out or received back (other than anything which he is or may
be entitled so to draw out or receive back at any time when he carries on the
trade as a limited partner or which he is or may be entitled to require another
person to reimburse to him), and

(b) the amount of any [**"profits] of the trade to which he is entitled but which
he has not received in money or money’s worth.

(4) M*"To the extent that an allowance is taken into account in computing [**”’profits] or

losses in the year of the loss by virtue of section 383(1) it shall, for the purposes of
this section, be treated as falling to be made in the year of the loss (and not the year
of assessment for which the year of loss is the basis year).

Textual Amendments
F408 1990(C) s.164and Sch.1 para.8(8).Previously
“71 of the 1968 Act”.
F409 Words in s. 117(1)(3)(b)(4) substituted (31.7.1998) by Finance Act 1998 (c. 36), s. 46(3)(a)(b) Sch. 7
para. 1
F410 1990(C) s.164and Sch.1 para.8(8).Previously
“71 of the 1968 Act”.

Marginal Citations
M202 Source—1985 Sch.12 2(1)-(3).
M203 1985 Sch.12 1, 2(4)
M204 1907 c. 24.
M20S Source—1985 Sch.12 4
M206 Source—1985 Sch.12 2(5)

118 Restriction on relief: companies.

(1) ™7An amount which may be given or allowed under section 338, [**'"393A(1)]or
[F*'2403] below or section [**145 of the 1990 Act]—
(a) inrespect of a loss incurred by a company in a trade, or of charges paid by a
company in connection with the carrying on of a trade, in a relevant accounting
period; or
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http://www.legislation.gov.uk/id/ukpga/1998/36
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(b)

as an allowance falling to be made to a company for a relevant accounting
period either in taxing a trade or by way of discharge or repayment of tax to
which it is entitled by reason of its participation in a trade,

may be given or allowed to that company (“the partner company”) otherwise than

against [

M1profits] arising from the trade, or to another company, only to the extent

that the amount given or allowed or (as the case may be) the aggregate amount does
not exceed the relevant sum.

(2) ™%1n this section—

“relevant accounting period” means an accounting period of the partner
company at any time during which it carried on the trade as a limited partner
(within the meaning of section 117(2));

“the aggregate amount” means the aggregate of any amounts given or
allowed to the partner company or another company at any time under
section 338, [*'°393A(1)]or [*'°403] below or section [*"*145 of the 1990
Act]—

(a) in respect of a loss incurred by the partner company in the trade, or
of charges paid by it in connection with carrying it on, in any relevant
accounting period; or

(b) as an allowance falling to be made to the partner company for any
relevant accounting period either in taxing the trade or by way of
discharge or repayment of tax to which it is entitled by reason of its
participation in the trade;

“the relevant sum” means the amount of the partner company’s contribution
(within the meaning of section 117(3)) to the trade as at the appropriate time;
and

“the appropriate time” is the end of the relevant accounting period in which
the loss is incurred or the charges paid or for which the allowance falls to
be made (except that where the partner company ceased to carry on the trade
during that accounting period it is the time when it so ceased).

Textual Amendments

Words in s. 118(1) substituted by Finance Act 1991 (c. 31, SIF 63:1), s. 73(3)-(5), Sch. 15 para.
4(a)(in relation to losses incurred in accounting periods ending on or after 1.4.1991)

Words in s. 118(1)(2) substituted (with effect in accordance with s. 38(2)(3) of the amending Act) by
Finance Act 1998 (c. 36), Sch. 5 para. 35

1990(C) s.164and Sch.1 para.8(9).Previously

“74 of the 1968 Act”.

Words in s. 118(1) substituted (31.7.1998) by Finance Act 1998 (c. 36), s. 46(3)(a)(b), Sch. 7 para. 1
Words in s. 118(2) substituted by Finance Act 1991 (c. 31, SIF 63:1), s. 73(3)-(5), Sch. 15 para.
4(b)(in relation to losses incurred in accounting periods ending on or after 1.4.1991)

F411

F412

F413

F414
F415

Marginal Citations
M207 Source—1985 Sch.12 3(1)-(3)
M208 Source—1985 Sch.12 3(4), 1, 4
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VALID FROM 06/04/2001

[F"®Limited liability partnerships

Textual Amendments
F416 Ss. 118ZA-118ZD and preceding cross-heading inserted (6.4.2001) by Limited Liability
Partnerships Act 2000 (c. 12), ss. 10(1), 19(1); S.I. 2000/3316, art. 2

118ZA Treatment of limited liability partnerships.

For the purposes of the Tax Acts, a trade, profession or business carried on by a
limited liability partnership with a view to profit shall be treated as carried on in
partnership by its members (and not by the limited liability partnership as such);
and, accordingly, the property of the limited liability partnership shall be treated
for those purposes as partnership property.

118ZB Restriction on relief.

Sections 117 and 118 have effect in relation to a member of a limited liability
partnership as in relation to a limited partner, but subject to sections 118ZC and
118ZD.

118ZC Member’s contribution to trade.

(1) Subsection (3) of section 117 does not have effect in relation to a member of a limited
liability partnership.

(2) But, for the purposes of that section and section 118, such a member’s contribution
to a trade at any time (“the relevant time”) is the greater of—

(a) the amount subscribed by him, and
(b) the amount of his liability on a winding up.

(3) The amount subscribed by a member of a limited liability partnership is the amount
which he has contributed to the limited liability partnership as capital, less so much
of that amount (if any) as—

(a) he has previously, directly or indirectly, drawn out or received back,

(b) he so draws out or receives back during the period of five years beginning
with the relevant time,

(c) he is or may be entitled so to draw out or receive back at any time when he
is a member of the limited liability partnership, or

(d) he is or may be entitled to require another person to reimburse to him.

(4) The amount of the liability of a member of a limited liability partnership on a winding
up is the amount which—
(a) he is liable to contribute to the assets of the limited liability partnership in
the event of its being wound up, and
(b) he remains liable so to contribute for the period of at least five years
beginning with the relevant time (or until it is wound up, if that happens
before the end of that period).



http://www.legislation.gov.uk/id/ukpga/1988/1/section/118ZA
http://www.legislation.gov.uk/id/ukpga/2000/12
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http://www.legislation.gov.uk/id/ukpga/2000/12/section/19/1
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118ZD Carry forward of unrelieved losses.

(1) Where amounts relating to a trade carried on by a member of a limited liability
partnership are, in any one or more chargeable periods, prevented from being given
or allowed by section 117 or 118 as it applies otherwise than by virtue of this section
(his “total unrelieved loss”), subsection (2) applies in each subsequent chargeable
period in which—

(a) he carries on the trade as a member of the limited liability partnership, and
(b) any of his total unrelieved loss remains outstanding.

(2) Sections 380, 381, 393A(1) and 403 (and sections 117 and 118 as they apply in
relation to those sections) shall have effect in the subsequent chargeable period as
if—

(a) any loss sustained or incurred by the member in the trade in that chargeable
period were increased by an amount equal to so much of his total unrelieved
loss as remains outstanding in that period, or

(b) (ifno loss is so sustained or incurred) a loss of that amount were so sustained
or incurred.

(3) To ascertain whether any (and, if so, how much) of a member’s total unrelieved loss
remains outstanding in the subsequent chargeable period, deduct from the amount of
his total unrelieved loss the aggregate of—

(a) any relief given under any provision of the Tax Acts (otherwise than as a
result of subsection (2)) in respect of his total unrelieved loss in that or any
previous chargeable period, and

(b) any amount given or allowed in respect of his total unrelieved loss as a result
of subsection (2) in any previous chargeable period (or which would have
been so given or allowed had a claim been made).]

VALID FROM 22/07/2004

[7"Non-active general partners and non-active members of limited liability partnerships

Textual Amendments
F417 Ss. 118ZE-118ZK and preceding cross-heading inserted (22.7.2004) by Finance Act 2004 (c. 12),
s. 124(1)

118ZE Restriction on relief for non-active partners

(1) This section applies to an amount which may be given to an individual under
section 353, 380 or 381 in respect of a loss sustained by him in a trade, or interest
paid by him in connection with the carrying on of a trade, in a qualifying year of
assessment.

(2) The amount may be given otherwise than against income consisting of profits arising
from the trade only to the extent that—

(a) the amount given, or
(b) (as the case may be) the aggregate amount,



http://www.legislation.gov.uk/id/ukpga/1988/1/section/118ZE
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does not exceed the amount of the individual’s contribution to the trade as at the end
of that year of assessment.

(3) A “qualifying year of assessment” means a year of assessment—

(a) at any time during which the individual carried on the trade as a general
partner or a member of a limited liability partnership,

(b) in which he did not devote a significant amount of time to the trade (within
the meaning given by section 118ZH),

(c) which is the year of assessment in which the trade is first carried on by him
or any of the next three years of assessment,

(d) the basis period for which ends on or after 10 February 2004, and

(e) which is not a year of assessment at any time during which he carried on the
trade as a limited partner.

(4) In this section—
(a) a‘“general partner” means any partner who is not a limited partner, and
(b) “limited partner” has the meaning given by section 117(2),

and in paragraph (a) “any partner” does not include a member of a limited liability
partnership.

(5) In this section and sections 118ZF to 118ZK, “basis period” means (subject
to subsection (6)) the basis period given by sections 60 to 63 as applied by
section 111(4) and (5).

(6) The basis period for a year of assessment to which section 61(1) applies is to be
taken for the purposes of this section and sections 118ZF to 118ZK to be the period
beginning with the date when the individual first carried on the trade and ending with
the end of the year of assessment.

(7) In subsection (1) “atrade” does not include underwriting business within the meaning
of section 184 of the Finance Act 1993 (Lloyd’s underwriters).

(8) This section has effect subject to sections 118ZJ and 118ZK (transitional provision).

118ZF Meaning of “the aggregate amount”

(1) In section 118ZE(2) “the aggregate amount” means (subject to section 118ZK) the
aggregate of any amounts given to the individual at any time under section 353, 380
or 381 in respect of a loss sustained by him in the trade, or of interest paid by him in
connection with carrying it on, in a year of assessment falling within subsection (2).

(2) A year of assessment falls within this subsection if—
(a) itisa qualifying year of assessment within the meaning of section 118ZE, or
(b) itis ayear of assessment—

(1) at any time during which the individual carried on the trade as a
member of a limited liability partnership or as a limited partner
within the meaning given by section 117(2), and

(i1) the basis period for which ends on or after 10 February 2004.
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118ZG “The individual’s contribution to the trade”

(1) For the purposes of section 118ZE(2), the individual’s contribution to the trade at
any time (“the relevant time”) is the sum of—

(a) the amount subscribed by him,
(b) the amount of any profits of the trade to which he is entitled but which he
has not received in money or money’s worth, and

(c) where there is a winding up, the amount that he has contributed to the assets
of the partnership on its winding up.

(2) For the purposes of subsection (1)(a) the “amount subscribed”by an individual is the
sum of—
(a) the total amount (if any) contributed by him to the trade as capital on or after
10 February 2004, reduced (but not below nil) by his withdrawn capital, and
(b) the total amount (if any) contributed by him to the trade as capital before 10
February 2004, reduced (but not below nil) by—
(i) the pre-announcement allowance (within the meaning given by
section 118ZJ),
(ii) the aggregate of any amounts given to him at any time under
section 353, 380 or 381 in respect of a loss sustained by him in a
trade, or of interest paid by him in connection with carrying it on, in
a year of assessment falling within subsection (3), and
(iii) the amount (if any) of his withdrawn capital that has not been used
in the reduction to nil required by paragraph (a).

(3) A year of assessment falls within this subsection if—
(a) it does not fall within section 118ZE(3)(d), and
(b) itis either—
(i) a year of assessment that would be a qualifying year of assessment
but for section 118ZE(3)(d), or
(i1) a year of assessment at any time during which the individual carried

on the trade as a member of a limited liability partnership or as a
limited partner within the meaning given by section 117(2).

(4) The individual’s “withdrawn capital”is so much, if any, of the amount that he has
contributed to the trade as capital as—

(a) he has previously, directly or indirectly, drawn out or received back,

(b) he so draws out or receives back during the period of five years beginning
with the relevant time,

(c) heis or may be entitled so to draw out or receive back at any time when he
carries on the trade as a member of the partnership, or

(d) he is or may be entitled to require another person to reimburse to him.

(5) An amount drawn out or received back that would otherwise fall within
subsection (4)(a) or (b), or an entitlement that would otherwise fall within
subsection (4)(c), shall be treated as not so falling if the amount drawn out or received
back is chargeable to income tax as profits of the trade.

(6) In relation to a member of a limited liability partnership, references in this section to
an amount contributed to the trade as capital shall be read as references to an amount
contributed to the limited liability partnership as capital.
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118ZH “A significant amount of time”

(1) For the purposes of section 118ZE the individual shall be treated as having “devoted a
significant amount of time to the trade”in a given year of assessment if, for the whole
of the relevant period, he spent an average of at least ten hours a week personally
engaged in activities carried on for the purposes of the trade.

(2) “The relevant period” means the basis period for the year of assessment in question,
except that—

(a) if the basis period is less than six months and begins with the date when the
individual first carried on the trade, “the relevant period” means six months
beginning with that date, and

(b) if the basis period is less than six months and ends with the date when
the individual ceased to carry on the trade, “the relevant period” means six
months ending with that date.

(3) Where relief has been given on the assumption that an individual will meet the
condition in subsection (1) and he fails to do so, the relief shall be withdrawn by the
making of an assessment under Case VI of Schedule D.

118Z1 Carry forward of unrelieved losses of non-active partners

(1) Where amounts relating to a trade carried on by an individual in a qualifying year of
assessment are prevented from being given by section 118ZE as it applies otherwise
than by virtue of this section or section 118ZD, subsection (3) of this section applies
as respects each subsequent year of assessment in which—

(a) the individual carries on the trade in partnership or makes a contribution to
the assets of the partnership on its winding up, and
(b) any of his total restricted loss remains outstanding.

(2) His “total restricted loss” means the total of any amounts, relating to any one or
more qualifying years of assessment, that have been prevented from being given by
section 118ZE as it applies otherwise than by virtue of this section or section 118ZD.

(3) Sections 380 and 381 (and section 118ZE as it applies in relation to those sections)
shall have effect in the subsequent year of assessment as if—

(a) any loss sustained by the individual in the trade in that year of assessment
were increased by an amount equal to so much of his total restricted loss as
remains outstanding in that year of assessment, or

(b) (if no loss is sustained) a loss of that amount were so sustained.

(4) To ascertain whether any (and, if so, how much) of the individual’s total restricted
loss remains outstanding in the subsequent year of assessment, deduct from the
amount of his total restricted loss the aggregate of—

(a) any relief given (otherwise than as a result of subsection (3)) under any
provision of the Tax Acts, in that or any previous year of assessment, in
respect of any of his total restricted loss, and

(b) any amount which was given as a result of subsection (3), in any previous
year of assessment, in respect of any of his total restricted loss (or which
would have been so given had a claim been made).

(5) For the purposes of sections 118ZE and 118ZF (and of sections 117 and 118ZB(2))—
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(a) any additional amount of loss deemed by subsection (3)(a) to have been
sustained in the subsequent year of assessment, and

(b) any loss deemed by subsection (3)(b) to have been so sustained,
shall be treated as having been sustained in a qualifying year of assessment.

(6) Subsection (7) applies where the subsequent year of assessment—
(a) isonein which the trade is not carried on in partnership by the individual, but
(b) 1is one in which he contributes to the assets of the partnership on its winding
up.
(7) Where this subsection applies, nothing in section 381(4) or 384 (restrictions on right
of set-off) applies to—

(a) an additional amount of loss deemed by subsection (3)(a) to have been
sustained in the subsequent year of assessment, or

(b) aloss deemed by subsection (3)(b) to have been so sustained.

(8) In this section “qualifying year of assessment” has the meaning given by
section 118ZE.

18ZJ Commencement: the first restricted year

(1) This section applies where the year of assessment referred to in section 118ZE(1)
is a year of assessment the basis period for which includes 10 February 2004 (“the
first restricted year”).

(2) If this section would (but for this subsection) apply in relation to more than one year
of assessment as respects the same individual and the same trade, it applies only in
relation to the first of those years of assessment and “the first restricted year” means
that year of assessment.

(3) Where this section applies, section 118ZE(2) shall have effect as if for the words
from “only to the extent that” there were substituted only to the extent that the total
amount given under section 353, 380 and 381 in respect of losses sustained by him
in the trade, and interest paid by him in connection with carrying it on, in that year
of assessment does not exceed the sum of—

(a) the pre-announcement allowance, and

(b) the post-announcement allowance.

(4) The “pre-announcement allowance”is the sum of—

(a) the loss (if any) sustained by the individual in the trade in the period
beginning with the start of the basis period for the first restricted year and
ending with 9 February 2004, and

(b) any interest paid by him in that period in connection with the carrying on
of the trade.

(5) The “post-announcement allowance”is so much of—

(a) the loss (if any) sustained by the individual in the trade in the period
beginning with 10 February 2004 and ending with the end of the basis period
for the first restricted year, and

(b) any interest paid by him in that period in connection with the carrying on
of the trade,
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as does not exceed the individual’s contribution to the trade as at the end of the year
of assessment, computed in accordance with section 118ZG.

(6) In each of subsections (4)(a) and (5)(a), the reference to the loss sustained by the
individual in the trade in the period there mentioned is a reference to his share of any
losses of the partnership arising for that period from the trade, and—

(a) subject to subsection (7), the losses of the partnership arising for that period
from the trade shall be computed in the same way as if the period were
one for which profits and losses had to be computed for the purposes of
section 111(2), and

(b) subject to subsection (8), the individual’s share of the losses shall be
determined according to his interest in the partnership during that period.

(7) In computing for the purposes of subsection (6) the losses of the partnership arising
for the period mentioned in subsection (4)(a) or (5)(a)—

(a) any capital allowance treated as an expense of the trade for the purposes of
the computation required by section 111(2) for the first restricted year is to be
regarded as belonging to the period mentioned in subsection (4)(a) unless the
capital expenditure to which it relates is incurred after 9 February 2004, and

(b) any amount deducted under section 42(1) of the Finance (No. 2) Act 1992 for
the purposes of that computation is to be regarded as belonging to the period
mentioned in subsection (4)(a) unless the expenditure to which it relates is
incurred after 9 February 2004.

(8) If the individual had an interest in the partnership at any time that falls within—
(a) the basis period for the first restricted year, and
(b) the period beginning with 10 February 2004 and ending with 25 March 2004,

he shall be deemed for the purposes of subsection (6)(b) to have had the interest on
9 February 2004.

118ZK Transitional provision for years after the first restricted year

(1) This section applies where the year of assessment referred to in section 118ZE(1) is
a year of assessment later than the first restricted year.

(2) Section 118ZE(2) shall not apply to any part of the amount mentioned in
section 118ZE(1) that—

(a) derives from a capital allowance treated as an expense of the trade where
the capital expenditure to which the allowance relates was incurred before
10 February 2004, or

(b) derives from a deduction made under section 42(1) of the Finance (No. 2)
Act 1992 where the expenditure to which the deduction relates was incurred
before 10 February 2004.

(3) In computing for the purposes of section 118ZE(2)(a) or (b) the amount given or (as
the case may be) the aggregate amount, any part of an amount given that falls within
subsection (2)(a) or (b) of this section shall be left out of account.

(4) In computing the aggregate amount for the purposes of section 118ZE(2), any amount
given in respect of the pre-announcement allowance shall be left out of account.
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(5) For the purposes of subsections (2) and (3) the part of an amount that derives from
a capital allowance or a deduction made under section 42(1) of the Finance (No. 2)
Act 1992 shall be determined on such basis as is just and reasonable.

(6) In this section “the first restricted year” and “the pre-announcement allowance” have
the meanings given by section 118Z]J.]

VALID FROM 22/07/2004

[ Partnerships exploiting films

Textual Amendments
F418 Ss. 118ZL, 118ZM and preceding cross-heading inserted (22.7.2004) by Finance Act 2004 (c. 12),
s. 125

118ZL Partnerships exploiting films

(1) Where (apart from this section) an amount may be given to an individual under
section 380 or 381 in respect of a loss (“the loss in question”) sustained by him—

(a) in a trade consisting of or including the exploitation of films, and
(b) in an affected year of assessment,

none of that amount may be given otherwise than against income consisting of profits
arising from the trade; but this is subject to subsection (4).

(2) An “affected year of assessment” means a year of assessment at any time during
which the individual carried on the trade in partnership which is also—
(a) the year of assessment in which the trade is first carried on by him or any of
the next three years of assessment,
(b) ayear of assessment in which he did not devote a significant amount of time
to the trade, and

(c) a year of assessment at any time during which there existed a relevant
agreement guaranteeing him an amount of income.

(3) For the purposes of subsection (2)(c)—
(a) “arelevant agreement” means—

(1) an agreement that was made with a view to the individual’s carrying
on the trade or in the course of his carrying it on (including any
agreement under which he is or may be required to contribute an
amount to the trade), or

(i) an agreement related to an agreement falling within sub-
paragraph (i),
(b) an agreement “guarantees” the individual an amount of income if the
agreement, or any part of it, is designed to secure the receipt by the individual
of that amount (or at least that amount) of income, and

(c) it is immaterial when the amount of income would be received under the
agreement.
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(4) If the loss in question derives to any extent from exempt expenditure, amounts that
(apart from this section) may be given under section 380 or 381 in respect of the
loss otherwise than against income consisting of profits arising from the trade may
be so given to the extent that the total of the amounts so given does not exceed the
exempt part of the loss.

(5) The exempt part of the loss is so much of the loss in question as derives from exempt
expenditure.

(6) Expenditure is exempt expenditure for the purposes of this section if it is—
(a) expenditure incurred before 26 March 2004 in a case where this paragraph
applies, or
(b) expenditure that, for the purposes of the computation required by
section 111(2), was deducted under section 41 or 42 of the Finance (No. 2)
Act 1992, or

(¢) incidental expenditure that, although deductible apart from section 41 or 42
of that Act, was incurred in connection with the production or acquisition of
a film in relation to which expenditure was deducted under either of those
sections.

(7) Subsection (6)(a) applies where the individual carried on the trade before 26 March
2004.

118ZM Partnerships exploiting films: supplementary

(1) In section 118ZL and this section any reference to a film is to be construed in
accordance with paragraph 1 of Schedule 1 to the Films Act 1985.

(2) Section 118ZH (meaning of “a significant amount of time” etc) applies for the
purposes of section 118ZL as it applies for the purposes of section 118ZE.

(3) For the purposes of section 118ZL(3) agreements are related if they are entered into in
pursuance of the same arrangement (regardless of the date on which either agreement
is entered into).

(4) The reference in section 118ZL(6) to the acquisition of a film is a reference to the
acquisition of the master negative or any master tape or master disc of the film; and
this subsection is to be construed in accordance with section 43(1) and (2)(b) of the
Finance (No. 2) Act 1992.

(5) In section 118ZL(6) “incidental expenditure” means expenditure on management,
administration or obtaining finance.

(6) The part of the loss in question that derives from exempt expenditure shall be
determined on such basis as is just and reasonable.

(7) The extent to which any expenditure falls within section 118ZL(6)(c) shall be
determined on such basis as is just and reasonable.

(8) In any case where sections 380 and 381 have effect as mentioned in section 118ZD(2)
or 118ZI(3) (cases where sections 380 and 381 have effect as if loss carried forward
from earlier year sustained in subsequent year), section 118ZL also has effect as
mentioned in section 118ZD(2) or (as the case may be) section 118ZI(3).]
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Modifications etc. (not altering text)
C164 S. 118ZM modified (retrospective to 2.12.2004) by Finance Act 2005 (c.7), Sch. 3 paras. 17, 31(3)

VALID FROM 02/12/2004

[P Partners: meaning of “contribution to the trade”

Textual Amendments
F419 Ss. 118ZN, 118Z0 and preceding cross-heading inserted (retrospective to 2.12.2004) by Finance
Act 2005 (c. 7), s. 73(1)(5)

118ZN Partners: meaning of “contribution to the trade”

(1) This section applies for the purposes of the application of any of the following
provisions (“the relevant provisions”)—

(a) section 117 (restriction on relief for limited partners),

(b) that section as applied by section 118ZB in relation to a member of a limited
liability partnership, and

(c) section 118ZE (restriction on relief for non-active partners),

to an amount which may be given to an individual under section 380 or 381 in respect
of a relevant loss sustained by him in a trade (“the relevant trade”).

(2) The Board may by regulations provide that, for those purposes, any amount of a
description specified in the regulations is to be excluded when computing the amount
of the individual's contribution to the relevant trade at any time for the purposes of
the relevant provisions.

(3) Regulations under this section may—

(a) make provision having effect before the date on which the regulations are
made,

(b) make such supplementary, incidental, consequential or transitional provision
as appears to the Board to be necessary or expedient, and

(c) make different provision for different cases or different purposes.

(4) The provision mentioned in subsection (3)(b) may include provision amending or
repealing any provision of an Act passed before the passing of the Finance Act 2005.

(5) No regulations may be made under this section unless a draft has been laid before
and approved by a resolution of the House of Commons.

11820 Meaning of “relevant loss” in section 118ZN

(1) For the purposes of section 118ZN a “relevant loss” means—

(a) aloss sustained by the individual in the relevant trade in a year of assessment
the basis period for which begins on or after 2nd December 2004, or
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