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DRAFT

OF A

BILL

TO

Grant certain duties, to alter other duties, and to amend the hawv199s.
relating to the National Debt and the Public Revenue, and to
make further provision in connection with Finance.

Most Gracious Sovereign,

E, Your Majesty’s most dutiful and loyal subjects, the Commons
of the United Kingdom in Parliament assembled, towards raising

the necessary supplies to defray Your Majesty’s public expenses,
and making an addition to the public revenue, have freely and voluntarily
resolved to give and grant unto Your Majesty the several duties hereinafter
mentioned; and do therefore most humbly beseech Your Majesty that it may
be enacted, and be it enacted by the Queen’s most Excellent Majesty, by and
with the advice and consent of the Lords Spiritual and Temporal, and
Commons, in this present Parliament assembled, and by the authority of the
same, as follows:—

PART |
Excise DUTIES

Alcoholic liquor duties

1—(1) In section 36(1) of the Alcoholic Liquor Duties Act 1979 (rate oRate of duty on
duty on beer), for “£11.14" there shall be substituted “£11.50". beer.

(2) This section shall come into force on 1st January 1999. 1979 c. 4.

2—(1) The Alcoholic Liquor Duties Act 1979 shall be amended asijustmentof
follows. rates of duty on
sparkling liquors.
(2) In Part | of the Table of rates of duty in Schedule 1, in column 2 of the
fourth entry (rate of duty per hectolitre on sparkling wine or made-wine of a
strength exceeding 5.5 per cent. but less than 8.5 per cent.), for “201.50"
there shall be substituted “161.20".

(3) In section 62(1A)(a) (rate of duty per hectolitre on sparkling cider of a
strength exceeding 5.5 per cent.), for “£37.54” there shall betisutesi
“£45.05".
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(4) This section shall be deemed to have come into force at 6 o’clock in
the evening of 17th March 1998.

3—(1) For Part | of the Table of rates of duty in Schedule 1 to the
Alcoholic Liquor Duties Act 1979 (wine and made-wine of a strength not
exceeding 22 per cent.) there shall be $iied— 5

PART |

WINE OR MADE-WINE OF A STRENGTH NOT EXCEEDIN&2 PER CENT.

Rates of duty per
Description of wine or made-wine hectolitre

£ 10

Wine or made-wine of a strength not exceeding 46.01
4 per cent.

Wine or made-wine of a strength exceeding 4 63.26
per cent. but not exceeding 5.5 per cent.

Wine or made-wine of a strength exceeding 3.5 149.28 15
per cent. but not exceeding 15 per cent. a
not being sparkling

>
o

Sparkling wine or sparkling made-wine of a 161.20
strength exceeding 5.5 per cent. but less
than 8.5 per cent. 20

Sparkling wine or sparkling made-wine of a 213.27
strength of 8.5 per cent. or of a strength
exceeding 8.5 per cent. but not exceeding |15
per cent.

Wine or made-wine of a strength exceeding 15  199.03 25
per cent. but not exceeding 22 per cent.

(2) This section shall come into force on 1st January 1999.

4—(1) In section 62(1A) of the Alcoholic Liquor Duties Act 1979 (rates
of duty on cider), for paragraphs (b) and (c) there shall be substituted the
following paragraphs— 30

“(b) £37.92 per hectolitre in the case of cider of a strength
exceeding 7.5 per cent. which is not sparkling cider; and

(c) £25.27 per hectolitre in any other case.”
(2) This section shall come into force on 1st January 1999.

5—(1) Section 42 of the Alcoholic Liquor Duties Act 1979 (drawback &5
exportation, shipment as stores etc.) shall cease to have effect.
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(2) Subsection (1) above shall come into force on such day as the ParTI
Commissioners of Customs and Excise may by order made by statutory
instrument appoint.

Hydrocarbon oil duties

6.—(1) In section 6 of the Hydrocarbon Oil Duties Act 1979 (excise dugharge on
on imported hydrocarbon oil and on oil produced and delivered for hoffeduction
use), in subsection (1)— withoutdelivery.

(a) for “subsections (2) and” there shall be substituted “subsection”; anei79 c. 5.
(b) the words from “and delivered” to “above” shall be omitted.
(2) For subsection (2) of that section there shall be substituted the
following subsections—
“(2) Where—
(&) imported hydrocarbon oil is removed to relevant premises,

(b) the oil undergoes a production process at those premises or any
other relevant premises, and

(c) any duty charged on the importation of the oil has not become
payable at any time before the production time,

the duty charged on importation shall not become payable at any time
after the production time.
(2AA) In subsection (2) above—

‘the production time’ means the time at which the oil undergoes the
production process; and

‘relevant premises’ means—
(@) arefinery;

(b) other premises wused for the production of
hydrocarbon oil; or

(c) premises of such other description as may be
specified in regulations made by the Commissioners.
(2AB) For the purposes of subsection (2) above, oil undergoes a
production process if—
(&) hydrocarbon oil of another description is obtained from it, or
(b) it is subjected to any process of purification or blending.”
(3) The preceding provisions of this section shall come into force on such

day as the Commissioners of Customs and Excise may by order made by
statutory instrument appoint.

7—(1) In section 6(1A) of the Hydrocarbon Oil Duties Act 1979 (rates ®&fates of duties and

duty on hydrocarbon oil)— rebates.
(&) in paragraph (a) (light oil), for “£0.4510" there shall be substituted
“£0.4926";

(b) in paragraph (b) (ultra low sulphur diesel), for “£0.3928" there shall
be substituted “£0.4299”; and

(c) in paragraph (c) (heavy oil that is not ultra low sulphur diesel), for
“£0.4028" there shall be substituted “£0.4499".
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PART | (2) In section 11(1) of that Act (rebate on heavy oil)—
(@) in paragraph (a) (fuel oil), for “£0.0200” there shall be substituted
“£0.0218"; and

(b) in each of paragraphs (b) and (ba) (gas oil which is not ultra low
sulphur diesel and ultra low sulphur diesel), for “£0.0258” these
shall be substituted “£0.0282".

(3) In section 13A(1A) of that Act (rebate on unleaded petrol)—

(&) in paragraph (a) (higher octane unleaded petrol), for “£0.0150” there
shall be substituted “£0.0050"; and

(b) in paragraph (b) (other unleaded petrol), for “£0.0482” there shalibe
substituted “£0.0527".

(4) In section 14(1) of that Act (rebate on light oil for use as furnace fuel),
for “£0.0200" there shall be substituted “£0.0218".

(5) This section shall be deemed to have come into force at 6 o’clock in
the evening of 17th March 1998. 15

Ultralow sulphur 8—(1) In section 1 of the Hydrocarbon Oil Duties Act 1979, for
diesel. subsection (6) (meaning of “ultra low sulphur diesel”) there shall be
1979 c. 5. substituted the following subsection—

“(6) ‘Ultra low sulphur diesel’ means gas oil—

(a) the sulphur content of which does not exceed 0.005 per cerzto by
weight or is nil;

(b) the density of which does not exceed 835 kilograms per cubic
metre at a temperature of 1&€; and

(c) of which not less than 95 per cent. by volume distils at a
temperature not exceeding 346.” 25

(2) This section shall be deemed to have come into force at 6 o’clock in
the evening of 17th March 1998.

Mixtures of heavy 9—(1) In section 20AAA of the Hydrocarbon Oil Duties Act 1979

oils. (charge to duty on mixtures of oils), after subsection (2) there shall be
inserted the following subsection— 30
“(2A) Where—

(&) a mixture of heavy oils is produced in contravention of Part IIA
of Schedule 2A to this Act, and

(b) the mixture is not produced as a result of approved mixing,
a duty of excise shall be charged on the mixture.” 35

(2) In subsection (3) of that section, after “subsection (1)” there shall be
inserted “or (2A)".

(3) In section 20AAB of that Act (supplementary provisions about mixing
of oils), in subsection (1), after “section 20AAA(1)” there shall be inserted
“or (2A)”". 40
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(4) In Schedule 2A to that Act (mixtures of oils to which duty applies), ParTI
after paragraph 7 there shall be inserted the following—

“PART IIA
UNREBATED HEAVY OIL

5 7A. A mixture of heavy oils is produced in contravention of this
paragraph if such a mixture is produced by mixing—

(&) ultra low sulphur diesel in respect of which, on its delivery for
home use, a declaration was made that it was intended for use
as fuel for a road vehicle; and

10 (b) heavy oil of any other description in respect of which, on its
delivery for home use, such a declaration was made.”

(5) In paragraph 9 of that Schedule (rate of duty for mixtures of heavy
oil), after sub-paragraph (1) there shall be inserted the following sub-
paragraph—

15 “(1A) Subject to paragraph 10 below, duty charged under subsection
(2A) of section 20AAA of this Act shall be charged at the rate for
heavy oil in force at the time when the mixture is produced.”

(6) This section shall be deemed to have come into force at 6 o’clock in
the evening of 17th March 1998.

20 Tobacco products duty
10—(1) For the Table of rates of duty in Schedule 1 to the TobacRates oftobacco
Products Duty Act 1979 there shall be substituted— products duty.
TABLE 1979c. 7.

1. Cigarettes ... ... ... ... ... An amount equal to 22 per cent. of

25 the retail price plus £77.09 per
thousand cigarettes.
2. Cigars ... ... v cev e vee e £114.79 per kilogram.
3. Hand-rolling tobacco ... £87.74 per kilogram.

4. Other smoking tobacco
30 and chewing tobacco ... £50.47 per kilogram.

(2) This section shall come into force on 1st December 1998.

Gaming duty
11—(1) For the Table in section 11(2) of the Finance Act 1997 (ratesRdtes of gaming
gaming duty) there shall be substituted the following table— duty.
35 TABLE 1997 c. 16.

Part of gross gaming yield Rate

The first £400,000 ... ... ... . ... ... 1 per cent.

The next £1,000,000 ... ............ Aper cent.

The next £1,500,000 ... ............ 25 per cent.

40 The remainder ... ... ... ... ... ... .. 40 per cent.
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(2) In section 11(3) of that Act (rate of duty for unregistered gaming), for
“331% per cent.” there shall be substituted “40 per cent.”

(3) This section has effect in relation to accounting periods beginning on
or after 1st April 1998.

Amusement machine licence duty 5

12—(1) In section 23 of the Betting and Gaming Duties Act 1981 (rates of
amusement machine licence duty), for the Table in subsection (2) there shall
be substituted the following Table—

TABLE
1) 2 3 &) 10
Gaming machines that
Period (in are small-prize machines
months) for or are five-penny
which licence Machines that are not machines without being
granted gaming machines small-prize machines Other machines 15
£ £ £
1 30 80 220
2 50 150 425
3 75 220 615
4 95 285 800 20
5 120 345 970
6 140 400 1,125
7 160 450 1,270
8 185 500 1,405
9 205 540 1,525 25
10 225 580 1,635
11 240 615 1,730
12 250 645 1,815

(2) This section shall apply in relation to any amusement machine licence
for which an application is received by the Commissioners of Customs3and
Excise after 17th March 1998.

13—(1) In section 21(3A) of the Betting and Gaming Duties Act 1981
(excepted machines), for paragraphs (b) and (c) there shall be substituted the
following paragraphs—

“(b) a five-penny machine which is a small prize machine; or 35

(c) a thirty-five-penny machine which is not a prize machine or
which, if it is a prize machine, is not a gaming machine.”

(2) This section has effect in relation to the provision of an amusement
machine at any time on or after 1st April 1998.

14—(1) In section 21(3A) of the Betting and Gaming Duties Act 1981
(excepted machines), after paragraph (c) there shall be inserted “; or

(d) an excepted video machine.”
(2) After subsection (3AB) of that section there shall be inserted the
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following subsections—

“(3B) For the purposes of this section an amusement machine is an
excepted video machine if—

(a) itis a video machine which is not a prize machine;
(b) itis a machine on which a game can be played solo;

(c) the price for a solo game on the machine does not exceed 35p;
and

(d) the price to participate in a game on the machine for two or
more players does not exceed 50p.

(3C) For the purposes of this section the price for a solo game on a
machine does not exceed 35p if the denomination or aggregate
denomination of the coin or coins that must be inserted into the
machine to play the game solo does not or, where the machine provides
differing numbers of games in different circumstances, cannot exceed
35p for each time the game is played.

(3D) For the purposes of this section the price to participate in a
game on the machine for two or more players does not exceed 50p if
the denomination or aggregate denomination of the coin or coins that
must be inserted into the machine to play the game simultaneously with
more than one player does not exceed or, where the machine provides
differing numbers of games in different circumstances, cannot exceed
50p per player for each time the game is played.

(3E) For the purposes of this section a game is played solo if it is
played by one person at a time (whether or not against a previous

player).”
(3) Accordingly, in section 25 of that Act—

(&) in subsection (4) (no account to be taken of the fact that a machine
may be played by more than one person at a time), after
“description” there shall be inserted “other than an excepted video
machine falling within section 21(3A)(d) above”; and

(b) in subsection (6) of that section (excepted machine not to be treated
as a number of machines), for the words “in the case of any
machine” onwards there shall be substituted “for the purpose of
determining whether a machine is an excepted video machine
falling within section 21(3A)(d) above, or in the case of a pinball
machine or a machine that is an excepted machine”.

(4) This section has effect in relation to the provision of an amusement

machine at any time on or after the day on which this Act is passed.

Air passenger duty
15—(1) After section 34 of the Finance Act 1994 (fiscal representativésycal

PART I

there shall be inserted the following section— representatives.

“Administrative 34A.—(1) Subject to the following provisions of this1994 c. 9.
representatives. section, where—

() the appointment of any person to be the fiscal
representative of an aircraft operator contains a
statement that the appointment is made for
administrative purposes only,
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PART | (b) the operator has complied with any obligations for
the provision of security imposed, in relation to
appointments containing such statements, by any
general directions given by the Commissioners,
and 5

(c) the operator is not for the time being in
contravention of any requirement to provide any
security that he is required to provide under section
36 below,

that appointment shall have effect in accordance with
subsection (2) below.

(2) Where the appointment of any person as a fiscal
representative has effect in accordance with this subsection
section 34(4)(b) and (c) above shall be taken, in the case of
that person— 15

() not to impose any requirement on the representative
to secure the payment of amounts of duty which
are or may become due from his principal, and

(b) not to make him personally liable either to pay any
such amounts or in respect of any failure by g
principal to pay them.

(3) The security that may be required by general
directions given by the Commissioners for the purposes of
this section is any such security for the payment of amounts
of duty which are or may become due from the perssn
providing the security as may be determined in accordance
with the directions.

(4) The power of the Commissioners under section 36
below to require the provision of security shall not include
any power to require a fiscal representative of an aircsaft
operator whose appointment has effect in accordance with
subsection (2) above to provide any security for the payment
of amounts of duty which are or may become due from his
principal.

(5) In this section references to an amount of duty inclage
references to any penalty or interest that is recoverable as if it
were an amount of duty, but only in so far as the penalty or
interest is in respect of a failure by an aircraft operator to
pay an amount of duty, or to pay such an amount before a
certain time.” 40

(2) In section 34(4) of that Act (effect of appointment of fiscal
representative), after “subsection (5)” there shall be inserted “and section
34A".

Vehicle excise duty

Rates of duty 16. Schedule 1 to this Act (which makes provision for reduced rategsof
where pollution vehicle excise duty to be applicable to certain vehicles adapted so as to
reduced. reduce pollution) shall have effect.
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17. In paragraph 1A(1) of Schedule 2 to the Vehicle Excise and PaRTI
Registration Act 1994 (exemption for vehicles more than 25 years old), Rastriction of
the words “more than 25 years before the beginning of the year in which gxg@mptionforold

time falls” there shall be substituted “before 1st January 1973.” vehicles.
1994 c. 22.

18. In section 22(2A) of the Vehicle Excise and Registration Act 19%egulations
(provisions that may be made about nil licences), after paragraph (b) tieleging tonil
shall be inserted the following paragraphs— licences.

“(c) make provision (including provision requiring the payment of a
fee) for cases where a nil licence is or may be lost, stolen,
destroyed or damaged or contains particulars which have
become illegible or iaccurate,

(d) require a person issued with a nil licence which ceases to be in
force in circumstances prescribed by the regulations to furnish
to the Secretary of State such particulars and make such
declarations as may be so prescribed, and to do so at such
times and in such manner as may be so prescribed.”

19—(1) In subsection (1) of section 35A of the Vehicle Excise armhiluretopay

Registration Act 1994 (offence of failing to return void licence)— amOUﬂ: r?quiged in
(&) in paragraph (a), for the words from “requires” to “the notice” theﬁ%éﬂig_o vor

shall be substituted “contains a relevant requirement”; and

(b) in paragraph (b), for “within that period” there shall be substituted
“contained in the notice”.

(2) After subsection (2) of that section there shall be inserted the
following subsections—

“(3) For the purposes of subsection (1)(a), a relevant requirement
is—
() a requirement to deliver up the licence within such reasonable
period as is specified in the notice; or

(b) a requirement to deliver up the licence within such reasonable
period as is so specified and, on doing so, to pay the amount
specified in subsection (4).

(4) The amount referred to in subsection (3)(b) is an amount equal to
one-twelfth of the appropriate annual rate of vehicle excise duty for
each month, or part of a month, in the relevant period.

(5) The reference in subsection (4) to the appropriate annual rate of
vehicle excise duty is a reference to the annual rate which at the
beginning of the relevant period—

(@) in the case of a vehicle licence, was applicable to a vehicle of
the description specified in the application, or

(b) in the case of a trade licence, was applicable to a vehicle falling
within paragraph 1 of Schedule 1 (or to a vehicle falling
within sub-paragraph (1)(c) of paragraph 2 of that Schedule if
the licence was to be used only for vehicles to which that
paragraph applies).
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PART | (6) For the purposes of subsection (4) the relevant period is the
period—
(a) beginning with the first day of the period for which the licence
was applied for or, if later, the day on which the licence first
was to have effect, and 5

(b) ending with whichever is the earliest of the times specified in
subsection (7).
(7) In a case where the requirement is a requirement to deliver up a
vehicle licence, those times are—

() the end of the month during which the licence was requiredoto
be delivered up,

(b) the end of the month during which the licence was actually
delivered up,

(c) the date on which the licence was due to expire, and

(d) the end of the month preceding that in which there first had
effect a new vehicle licence for the vehicle in question;

and, in a case where the requirement is a requirement to deliver up a
trade licence, those times are the times specified in paragraphs (a) to

(c).”

(3) In section 36 of that Act (additional liability to be imposed on persans
convicted of offences under section 35A), for subsection (4) of that section
there shall be substituted the following subsections—

“(4) For the purposes of this section the relevant period is the
period—
(a) beginning with the first day of the period for which the liceras

was applied for or, if later, the day on which the licence first
was to have effect, and

(b) ending with whichever is the earliest of the times specified in
subsection (4A).
(4A) In the case of a vehicle licence those times are— 30
(&) the end of the month in which the order is made,
(b) the date on which the licence was due to expire,

(c) the end of the month during which the licence was delivered
up, and

(d) the end of the month preceding that in which there first Bad
effect a new licence for the vehicle in question;

and, in the case of a trade licence, those times are the times specified in
paragraphs (a) to (c).”
(4) After subsection (5) of that section there shall be inserted the
following subsection— 40
“(6) Where—

(&) a person has been convicted of an offence under section 35A in
relation to a vehicle licence or a trade licence, and

(b) a requirement to pay an amount with respect to that licence has
been imposed on that person by virtue of section 35A(3)(b}5

the order to pay an amount under this section shall have effect instead of
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that requirement and the amount to be paid under the order shall be PARTI
reduced by any amount actually paid in pursuance of the requirement.”

(5) The preceding provisions of this section apply to notices sent and
orders made on or after the day on which this Act is passed.

Assessments
20. Schedule 2 to this Act (assessments for excise duty purposes) #wakssments for
have effect. excise duty
purposes.
PART I

VALUE ADDED TAX

21—(1) Paragraph 5 of Schedule 4 to the Value Added Tax Act 199demed supplies.
(disposal of business assets) shall be amended as follows. 1994 c. 23.

(2) In sub-paragraph (2)(a) (exception for gifts of small value), for “is”
there shall be substituted “of acquiring or, as the case may be, producing the
goods was”.

(3) After sub-paragraph (2) there shall be inserted the following sub-
paragraph—

“(2A) For the purposes of determining the cost to the donor of
acquiring or producing goods of which he has made a gift, where—

(a) the acquisition by the donor of the goods, or anything
comprised in the goods, was by means of a transfer of a
business, or a part of a business, as a going concern,

(b) the assets transferred by that transfer included those goods or
that thing, and

(c) the transfer of those assets is one falling by virtue of an order
under section 5(3) (or under an enactment re-enacted in
section 5(3)) to be treated as neither a supply of goods nor a
supply of services,

the donor and his predecessor or, as the case may be, all of his
predecessors shall be treated as if they were the same person.”

(4) In sub-paragraph (5) (transactions without consideration to be treated
as supplies under paragraph 5 only where the supplier is a person entitled to
credit for input tax), for “is” there shall be substituted “or any of his
predecessors is a person who (disregarding this paragraph) has or will
become”.

(5) After that sub-paragraph there shall be inserted the following sub-
paragraph—

“(5A) In relation to any goods or anything comprised in any goods, a
person is the predecessor of another for the purposes of this paragraph
if—

(a) that other person is a person to whom he has transferred assets
of his business by a transfer of that business, or a part of it, as a
going concern;
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PART Il (b) those assets consisted of or included those goods or that thing;
and

(c) the transfer of the assets is one falling by virtue of an order
under section 5(3) (or under an enactment re-enacted in
section 5(3)) to be treated as neither a supply of goods n& a
supply of services;

and references in this paragraph to a person’s predecessors include
references to the predecessors of his predecessors through any number
of transfers.”

(6) The preceding provisions of this section apply to any case wherethe
time when the goods are transferred or disposed of or, as the case may be,
put to use, used or made available for use is on or after 17th March 1998.

Changes of place 22—(1) In the Value Added Tax Act 1994 the following section shall be

?fsuptply: | inserted after section 97 (orders, rules and regulations)—

ransitional.

1994 c. 23. “Place ofsupply 97A.—(1) This section shall have effect for the purpase
orders: of giving effect to any order made on or after 17th March
transitional 1998 under section 7(11), if—
provision.

(&) the order provides for services of a description
specified in the order to be treated as supplied in
the United Kingdom; 20

(b) the services would not have fallen to be so treated
apart from the order;

(c) the services are not services that would have fallen
to be so treated under any provision re-enacted in
the order; and 25

(d) the order is expressed to come into force in relation
to services supplied on or after a date specified in
the order (‘the commencement date’).

(2) Invoices and other documents provided to any person
before the commencement date shall be disregardedoin
determining the time of the supply of any services which, if
their time of supply were on or after the commencement
date, would be treated by virtue of the order as supplied in
the United Kingdom.

(3) If there is a payment in respect of any services of ghe
specified description that was received by the supplier before
the commencement date, so much (if any) of that payment as
relates to times on or after that date shall be treated as if it
were a payment received on the commencement date.

(4) If there is a payment in respect of services of #e
specified description that is or has been received by the
supplier on or after the commencement date, so much (if
any) of that payment as relates to times before that date shall
be treated as if it were a payment received before that date.

(5) Subject to subsection (6) below, a payment in respgact
of any services shall be taken for the purposes of this section to
relate to the time of the performance of those services.
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(6) Where a payment is received in respect of any services PART Il
the performance of which takes place over a period a part of
which falls before the commencement date and a part of

which does not—

5 (@ an apportionment shall be made, on a just and
reasonable basis, of the extent to which the
payment is attributable to so much of the
performance of those services as took place before

that date;
10 (b) the payment shall, to that extent, be taken for the
purposes of this section to relate to a time before

that date; and
(c) the remainder, if any, of the payment shall be taken
for those purposes to relate to times on or after that

date.”
(2) In section 6 of the Value Added Tax Act 1994 (time of supply), aftep94 c. 23.
subsection (14) there shall be inserted the following subsection—

“(14A) In relation to any services of a description specified in an
order under section 7(11), this section and any regulations under this
section or section 8(4) shall have effect subject to section 97A.”

(3) This section shall be deemed to have come into force on 17th March
1998.

23—(1) In subsection (1)(a) of section 36 of the Value Added Tax ABtd debtrelief.
1994 (bad debts), the words “for a consideration in money” shall be omitted.

15

20

(2) In subsection (3) of that section—
(@) in paragraph (a), for “payment by way” there shall be substituted

“part”; and
(b) in paragraph (b), for “a payment or payments by way” there shall be
substituted “any part” and for “the payment (or the aggregate of the

payments)” there shall be substituted “that part”.
(3) After that subsection there shall be inserted the following subsection—

“(3A) For the purposes of this section, where the whole or any part of
the consideration for the supply does not consist of money, the amount in
money that shall be taken to represent any non-monetary part of the
consideration shall be so much of the amount made up of—

25

30

35
(&) the value of the supply, and
(b) the VAT charged on the supply,
as is attributable to the non-monetary consideration in question.”
(4) In subsection (5) of that section—
40 (@) in paragraph (c), for “subsequent payments” there shall be

substituted “anything subsequentbceived”; and
(b) in paragraph (e), for “payment (or further payment) by way” there
shall be substituted “part (or further part)”.
(5) In subsection (6) of that section, in paragraphs (b) and (c) for “a
45 payment” there shall in each place be dithted “anything eceived”.
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(6) In subsection (7) of that section, for “part payment” there shall be
substituted “eceipt of part of the consideration”.

(7) Subsections (1) to (3) above have effect in relation to claims made on or
after the day on which this Act is passed.

24. In section 96(1) of the Value Added Tax Act 1994, in paragraph (b)®f
the definition of “major interest” (land in Scotland not held on feudal tenure:
lessee’s interest must be for a period exceeding 21 years), for “exceeding 21
years” there shall be substituted “of not less than 20 years”.

PART Il
INCOME TAX, CORPORATIONTAX AND CAPITAL GAINS TAX 10
CHAPTERI
INCOME TAX AND CORPORATIONTAX

Income tax charge, rates and reliefs
25. Income tax shall be charged for the year 1998-99, and for that year—
(&) the lower rate shall be 20 per cent.; 15
(b) the basic rate shall be 23 per cent.; and
(c) the higher rate shall be 40 per cent.

26—(1) In subsection (1)(c) of section 259 of the Taxes Act 1988
(additional relief for children in the case of a man with an incapacitated
wife), for “man” and “wife” there shall be substituted, respectivety,
“individual” and “spouse”.

(2) In subsection (4) of that section (woman not entitled to relief in a case
where a child is resident with her only while she is married and living with
her husband), after “relief under this section” there shall be inserted “by
virtue of subsection (1)(a) above”. 25

(3) In section 261A(3) of that Act (rule in the year of a separation for man
who is entitled to relief by virtue of section 259(1)(c)), for “a man” there
shall be substituted “an individual”.

(4) This section has effect for the year 1998-99 and subsequent years of
assessment and shall be deemed to have had effect for the year 1997-980

27—(1) The Taxes Act 1988 shall have effect for the year 1999-00 and
subsequent years of assessment with the following amendments—

(@) in section 256(2)(a) of that Act (rate of reliefs given by way of
income tax reduction under Chapter | of Part VII), for “15 per
cent.” there shall be substituted “10 per cent.”; and 35

(b) in section 347B(5A)(a) of that Act (rate of relief for qualifying

maintenance payments), for “the appropriate percentage” there shall
be substituted “10 per cent.”.

(2) For the purposes only of applying section 257C of the Taxes Act 1988
(indexation) for the year 1999-00, the amounts specified for the year 199840 in
subsections (2) and (3) of section 257A of that Act (married couple’s
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allowance for persons of 65 or more) shall be taken to have been £4,965 an@arT IlI
£5,025, respectively. CHAPTERI

Corporation tax charge and rates

28—(1) Corporation tax shall be charged for the financial year 1998C#iarge and rates
the rate of 31 per cent. forfinancial year

1998.
(2) For that year—
(&) the small companies’ rate shall be 21 per cent.; and

(b) the fraction mentioned in section 13(2) of the Taxes Act 1988
(marginal relief for small companies) shall be one fortieth.

29—(1) Corporation tax shall be charged for the financial year 1999Giarge and rates
the rate of 30 per cent. forfinancial year

1999.
(2) For that year—
(&) the small companies’ rate shall be 20 per cent.; and

(b) the fraction mentioned in section 13(2) of the Taxes Act 1988
(marginal relief for small companies) shall be one fortieth.

Corporation tax: periodic payments etc

30—(1) After section 59DA of the Taxes Management Act 197Corporationtax:

(payment of corporation tax under self-assessment) there shall be inserteguf—and payable
ate.

“Further 59E.—(1) The Treasury may by regulations make70 c. 9.
provisionasto  provision, in relation to companies of such descriptions as
‘t’g:(?:ggggg“onmay be prescribed, for or in connection with treating
payable. amounts of corporation tax for an accounting period as
becoming due and payable on dates which fall on or before
the date on which corporation tax for that period would
become due and payable apart from this section.

(2) Without prejudice to the generality of subsection (1)
above, regulations under this section may make provision—

(@ for or in connection with the determination of
amounts of corporation tax which are treated as
becoming due and payable under the regulations;

(b) for or in connection with the determination of the
dates on which amounts of corporation tax are
treated as becoming due and payable under the
regulations;

(c) for or in connection with the making of payments to
the Board in respect of amounts of corporation tax
which are treated as becoming due and payable
under the regulations;

(d) for or in connection with the determination of the
amount of any such payments as are mentioned in
paragraph (c) above;

(e) for or in connection with the determination of the
dates on which any such payments as are
mentioned in paragraph (c) above become due and
payable;
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(f) for or in connection with any assumptions which are
to be made for any purposes of the regulations;

(9) for or in connection with the payment to the Board
of interest on amounts of corporation tax which are
treated as becoming due and payable under the
regulations;

(h) for or in connection with the repayment of amounts
paid under the regulations;

(i) for or in connection with the payment of interest by
the Board on amounts paid or repaid under tioe
regulations;

() with respect to the furnishing of information to the
Board;

(k) with respect to the keeping, production or inspection
of any books, documents or other records; 15

() for or in connection with the imposition of such
requirements as the Treasury think necessary or
expedient for any purposes of the regulations;

(m) for or in connection with appeals in relation to
guestions arising under the regulations. 20

(3) Regulations under this section may make provision—

() for amounts of corporation tax for an accounting
period to be treated as becoming due and payable
on dates which fall within the accounting period;

(b) for payments in respect of any such amounts2ef
corporation tax for an accounting period as are
mentioned in paragraph (a) above to become due
and payable on dates which fall within the
accounting period.

(4) Where interest is charged by virtue of regulaticdts
under this section on any amounts of corporation tax for an
accounting period which are treated as becoming due and
payable under the regulations, the company shall, in such
circumstances as may be prescribed, be liable to a penalty
not exceeding twice the amount of that interest. 35

(5) Regulations under this section—

(@ may make such modifications of any provisions of
the Taxes Acts, or

(b) may apply such provisions of the Taxes Acts,

as the Treasury think necessary or expedient for ordn
connection with giving effect to the provisions of this
section.

(6) Regulations under this section which apply any
provisions of the Taxes Acts may apply those provisions
either without modifications or with such modifications 4&
the Treasury think necessary or expedient for or in
connection with giving effect to the provisions of this
section.
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(7) Regulations under this section— PART I

(a) may make different provision for different purposes, CHAPTERI
cases or circumstances;

(b) may make different provision in relation to
companies or accounting periods of different
descriptions;

(c) may make such supplementary, incidental,
consequential or transitional provision as appears
to the Treasury to be necessary or expedient.

(8) Subiject to subsection (9) below, regulations under this
section may make provision in relation to accounting
periods beginning before (as well as accounting periods
beginning on or after) the date on which the regulations are
made.

(9) Regulations under this section may not make
provision in relation to accounting periods ending before the
day appointed under section 199 of the Finance Act 1994 f®94 c. 9.
the purposes of Chapter Il of Part IV of that Act
(corporation tax self-assessment).

(20) In this section—

“modifications” includes amendments, additions and
omissions;

“prescribed” means prescribed by regulations made
under this section.

(11) Any reference in this section to corporation tax
includes a reference—

(&) to any amount due from a company under section
419 of the principal Act (loans to participators etc)
as if it were an amount of corporation tax
chargeable on the company;

(b) to any sum chargeable on a company under section
747(4)(a) of the principal Act (controlled foreign
companies) as if it were an amount of corporation
tax.”

(2) The Treasury may by regulations make provision for or in connection
with the payment to the Board of an amount or amounts determined by or
under the regulations in any case where, on or after 25th November 1997 and
before 30th June 2002, a company takes any action specified in the
regulations which has the effect—

(a) of delaying the application, or
(b) of delaying or avoiding the full effect,
in relation to the company of any regulations made under section 59E of the
Taxes Management Act 1970. 1970 c. 9.
(3) Any amount determined by or under regulations under this section
shall be computed as if it were interest on a sum determined by or under the

regulations; and any amount so determined shall be treated for the purposes
of the Tax Acts as if it were interest due to the Board.
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PART Il (4) The action which may be specified in regulations under this section
CHAPTERI includes—

(@) a change by a company in the date or dates on which any of its
accounting periods begin or end; or

(b) a transfer by a company of any property, rights or liabilities tosa
company which belongs to the same group as that company.

(5) In subsection (4) above “group” means a company which has one or
more 51 per cent. subsidiaries together with that or those subsidiaries.
(6) Regulations under this section—

(@ may make different provision in relation to different cases oriin
relation to companies of different descriptions;

(b) may make such supplementary, incidental, consequential or
transitional provision as appears to the Treasury to be necessary or

expedient.
Abolition of 31—(1) No company resident in the United Kingdom shall be liablelto
advance pay advance corporation tax in respect of any qualifying distribution made

corporationtax. o or after 6th April 1999.

(2) For the purposes of the Tax Acts, no distribution made on or after 6th
April 1999 shall be treated as giving rise to the making of a franked
payment. 20

(3) No franked investment income which is attributable to a distribution
made on or after 6th April 1999 shall be used to frank any distributions of a
company.

(4) Section 238(3) of the Taxes Act 1988 shall apply for the purposes of
subsection (3) above as it applies for the purposes of Chapter V of Part 24 of
that Act.

(5) Schedule 3 to this Act (which makes provision for and in connection
with the abolition of advance corporation tax) shall have effect.

Unrelievedsurplus ~ 32—(1) The Treasury may by regulations make provision for or in

advance connection with enabling unrelieved surplus advance corporation tax t&obe

corporationtax.  get ggainst liability to corporation tax on profits charged to corporation tax
for accounting periods ending on or after 6th April 1999 (and thus to
discharge a corresponding amount of any such liability).

(2) Without prejudice to the generality of subsection (1) above,
regulations under this section may make provision— 35

(a) for or in connection with imposing a limit or limits on the amount of
unrelieved surplus advance corporation tax which may be set
against liability to corporation tax on profits charged to corporation
tax for an accounting period;

(b) for or in connection with the carrying forward of unrelieved surphs
advance corporation tax from earlier accounting periods to later
accounting periods;

(c) for or in connection with the recovery of corporation tax from
companies in prescribed circumstances where any such liability as
is mentioned in paragraph (a) above is or has been discharged by
the set-off of unrelieved surplus advance corporation tax;
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(d) for or in connection with the reduction or extinguishment of ParT Il
unrelieved surplus advance corporation tax; CHAPTERI

(e) for or in connection with treating notional amounts of advance
corporation tax (“shadow ACT") as paid by companies in respect
of distributions made on or after 6th April 1999;

(f) for or in connection with the determination of amounts of shadow
ACT which are treated as paid by companies in respect of
distributions made on or after 6th April 1999;

(9) in relation to the treatment of shadow ACT;

(h) in relation to the treatment of companies which have prescribed
relationships or connections with each other;

() in relation to the treatment of prescribed events, arrangements or
transactions involving companies with unrelieved surplus advance
corporation tax.

(3) The provision which may be made by regulations under this section
includes provision—

(a) for or in connection with treating shadow ACT as reducing any limit
or limits on the amount of unrelieved surplus advance corporation
tax which may be set against any such liability as is mentioned in
subsection (2)(a) above;

(b) for or in connection with the carrying forward of shadow ACT from
earlier accounting periods to later accounting periods;

(c) for or in connection with the carrying back of shadow ACT from
later accounting periods to earlier accounting periods;

(d) for or in connection with the transfer of shadow ACT between
companies;

(e) for or in connection with the reduction or extinguishment of shadow
ACT.

(4) The provision which may be made by virtue of subsection (2)(c) above
includes provision for or in connection with the recovery of corporation tax
from a company which has a prescribed relationship or connection with a
company whose liability to corporation tax is or has been discharged by the
set-off of unrelieved surplus advance corporation tax.

(5) The provision which may be made by regulations under this section
includes provision for or in connection with enabling unrelieved surplus
advance corporation tax to be set against liability to a sum chargeable under
section 747(4)(a) of the Taxes Act 1988 as if it were an amount of
corporation tax for an accounting period.

(6) In this section “unrelieved surplus advance corporation tax” means the
advance corporation tax (if any) which, apart from sub-paragraph (3) of
paragraph 11 of Schedule 3 to this Act but otherwise in accordance with that
paragraph, would be treated by virtue of section 239(4) of the Taxes Act
1988 as paid in respect of distributions made by a company in the first
accounting period of the company to begin on or after 6th April 1999.

(7) The reference in subsection (6) above to an accounting period
beginning on or after 6th April 1999 includes a reference to a separate
accounting period mentioned in section 245(2) of the Taxes Act 1988 which
begins on 6th April 1999.
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(8) Regulations under this section—
(&) may make such modifications of any provisions of the Tax Acts, or
(b) may apply such provisions of the Tax Acts,

as the Treasury think necessary or expedient for or in connection with giving
effect to the provisions of this section. 5

(9) Regulations under this section which apply any provisions of the Tax
Acts may apply those provisions either without modifications or with such
modifications as the Treasury think necessary or expedient for or in
connection with giving effect to the provisions of this section.

(10) Regulations under this section— 10

(@ may make different provision for different purposes, cases or
circumstances;

(b) may make different provision in relation to companies or accounting
periods of different descriptions;

(c) may make such supplementary, incidental, consequentiallsor
transitional provision as appears to the Treasury to be necessary or
expedient.

(11) Regulations under this section may make provision in relation to
accounting periods beginning before (as well as accounting periods
beginning on or after) the date on which the regulations are made. 20

(12) In this section—
“modifications” includes amendments, additions and omissions;
“prescribed” means prescribed by regulations made under this section.

33—(1) Section 90 of the Taxes Management Act 1970 (interest on
overdue tax to be paid without deduction of income tax and not t@%e
allowed as a deduction in computing income, profits or losses) shall be
amended as follows.

(2) At the beginning there shall be inserted “(1)” and in the subsection (1)
so formed—
(a) after “Interest payable under this Part of this Act” there shall3be
inserted “(a)”; and
(b) after “and” there shall be inserted “(b)”.

(3) At the beginning of the paragraph (b) formed by subsection (2)(b)
above (disallowance of relief for interest) there shall be inserted “subject to
subsection (2) below,”. 35

(4) At the end of the section there shall be added—

“(2) Paragraph (b) of subsection (1) above does not apply in relation to
interest under section 87 or 87A of this Act payable by a company
within the charge to corporation tax.”

(5) The amendments made by subsections (3) and (4) above have effgt in
relation to—

(a) interest on corporation tax for accounting periods ending on or after
the day appointed under section 199 of the Finance Act 1994 for
the purposes of Chapter Il of Part IV of that Act (corporation tax
self-assessment); and 45
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(b) interest on tax assessable in accordance with Schedule 13 or 16 t@ParT llI
the Taxes Act 1988 for return periods in accounting periods endingCHAPTER
on or after that day.

34—(1) Section 826 of the Taxes Act 1988 (interest on tax overpaharge totaxon

shall be amended as follows. interest payable
underthe Tax

(2) In subsection (5) (interest on overpaid tax to be paid without deductimns.
of income tax and not to be brought into account in computing profits or
income)—

(a) after “Interest paid under this section” there shall be inserted “(a)”;
and

(b) after “and” there shall be inserted “(b)”.

(3) At the beginning of the paragraph (b) formed by subsection (2)(b)
above (interest not to be brought into account in computing profits or
income) there shall be inserted “subject to subsection (5A) below,”.

(4) After subsection (5) there shall be inserted—

“(5A) Paragraph (b) of subsection (5) above does not apply in
relation to interest payable to a company within the charge to
corporation tax.”

(5) The amendments made by subsections (3) and (4) above have effect in
relation to interest payable by virtue of any paragraph of section 826(1) of
the Taxes Act 1988 if the accounting period mentioned in that paragraph is
one which ends on or after the day appointed under section 199 of the
Finance Act 1994 for the purposes of Chapter Il of Part IV of that At®94 c. 9.
(corporation tax self-assessment).

35. Schedule 4 to this Act (which makes further amendments relating-tother provision

interest payable under the Tax Acts by or to companies) shall have effectaboutinterest
payable underthe

Tax Acts.

36—(1) The Board may enter into arrangements with some or all of theangements
members of a group of companies for one of those members to dischargevihyespectto
liability of each of those members to pay corporation tax for the accountiggmentof
periods to which the arrangements relate. corporation tax.

(2) Any such arrangements—

(&) may make provision in relation to cases where companies become or
cease to be members of a group of companies;

(b) may make provision in relation to the discharge of liability to pay
interest or penalties;

(c) may make provision in relation to the discharge of liability to pay
any amount treated as corporation tax;

(d) may make provision for or in connection with the termination of the
arrangements;

(e) may make such supplementary, incidental, consequential or
transitional provision as is necessary or expedient for the purposes
of the arrangements.
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PART IlI (3) Any such arrangements—

CHAPTERI (@) shall not affect the liability to corporation tax, or to pay corporation
tax, of any company to which the arrangements relate; and

(b) shall not affect any other liability of any such company under the
Tax Acts. 5

(4) For the purposes of this section a company and all its 51 per cent.
subsidiaries form a group of companies and, if any of those subsidiaries have
51 per cent. subsidiaries, the group of companies includes them and their 51
per cent. subsidiaries, and so on.

(5) The reference in subsection (2)(c) above to any amount treateid as
corporation tax is a reference—

() to any amount due from a company under section 419 of the Taxes
Act 1988 (loans to participators etc) as if it were an amount of
corporation tax chargeable on the company;

(b) to any sum chargeable on a company under section 747(4)(a) afsthe
Taxes Act 1988 (controlled foreign companies) as if it were an
amount of corporation tax.

Gilt-edged securities

Aboalition of 37—(1) Section 51B of the Taxes Act 1988 (which enables provision to
periodic be made requiring tax on interest on gilt-edged securities tacbeunted for20
accounting. periodically) shall cease to have effect.

(2) In consequence of subsection (1) above, in paragraph 3 of Schedule
19AB to that Act (repayment of excessive provisional payments made on
self-assessment), in sub-paragraph (1C) (as inserted by Schedule 34 to the

1996 c. 8. Finance Act 1996)— 25

(a) the word “or” shall be inserted at the end of paragraph (a); and

(b) paragraph (c) and the word “or” immediately preceding it shall be
omitted.

(3) The preceding provisions of this section have effect in relation only to
payments of interest falling due on or after such day as the Treasury mag by
order appoint.

Rents and other receipts from land

Taxation of rents 38—(1) The provisions of Schedule 5 to this Act have effect with respect to
andotherreceipts tax on rents and other receipts from land.

fromland. . :
romran Part | contains amendments relating to the charge to tax under Schedisle A
or Case V of Schedule D on rents and other receipts from land.

Part Il contains amendments about relief for losses incurred in a
Schedule A business or overseas property business, and the
relationship between such relief and other reliefs.

Part Il contains minor and consequential amendments. 40

(2) So far as relating to income tax, the provisions of Parts | to Ill of that
Schedule have effect for the year 1998-99 and subsequent years of
assessment.

(3) So far as relating to corporation tax, the provisions of Parts | to Il of
that Schedule come into force on 1st April 1998, subject to the transitiehal
provisions in Part IV of the Schedule.
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39. Sections 26 and 27 of the Taxes Act 1988 (deductions from rent: land PART IlI
managed as one estate and maintenance funds for historic buildings) shalapTer|
cease to have effect— Land managed as

; ; . one estate and
(&) for income tax purposes, on and after 6th April 2001; maintenance funds

(b) for corporation tax purposes, for accounting periods beginning orf@historic
after 1st April 2001. buildings.

40—(1) Section 34 of the Taxes Act 1988 (treatment of premiums, etcTesatment of
rent) is amended as follows. premiums as rent.

(2) In subsection (1) for “becoming entitled when the lease is granted to”
substitute “eceiving when the lease is granted”.

(3) In subsection (4)—

(d) in paragraph (a), for the words from “in computing” to “in lieu of
rent” substitute “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”; and

(b) in paragraph (b), for “deemed to become due” substitute “deemed to
be received”.

(4) In subsection (5)—

(a) in paragraph (a), for “tax chargeable by virtue of this subsection”
substitute “the profits of the Schedule A business of which that sum is
by virtue of this subsection to be treated as a receipt”; and

(b) in paragraph (b), for “deemed to become due” substitute “deemed to
be received”.

(5) The above amendments have effect in relation to amounts treated as
received under section 34 of the Taxes Act 1988 on or after 17th March
1998.

41 —(1) For section 98 of the Taxes Act 1988 (tied premises) substitutered premises:

. . . receipts and
“Tiedpremises:  98.—(1) This section applies where a person (“tr@(peﬁsestreatedas

receiptsand trader”)— those oftrade.
expensestreated .
asthoseoftrade. (@) carries on a trade,

(b) in the course of the trade supplies, or is concerned in
the supply of, goods sold or used on premises
occupied by another person,

(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—

(& which do not relate only to the premises concerned,
or
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(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.”.

(2) In section 156 of the Taxation of Chargeable Gains Act 1992
(replacement of business assets: buildings and land), for subsection (4)
substitute—

“(4) Where section 98 of the Taxes Act applies (tied premises:
receipts and expenses treated as those of trade) the trader shall be
treated, to the extent that the conditions in subsection (1) of that settion
are met in relation to premises, as occupying as well as using the
premises for the purposes of the trade.”.

(3) The above amendments have effect on and after 17th March 1998,
subject to the following transitional provisions.

In those provisions— 15

“before commencement” and “after commencement” mean, respectively,
before 17th March 1998 and on or after that date; and

“the new section 98" means the section as substituted by subsection (1)
above.

(4) To the extent that receipts or expenses have been taken into aczbunt
before commencement, they shall not be taken into account again under the
new section 98 after commencement.

(5) To the extent that receipts or expenses would under the new section 98
have been brought into account before commencement, and were not so
brought into account, they shall be brought into account immediately after
commencement.

(6) If any estate, interest or rights in or over land is or are transferred from
one person to another, the references in subsections (4) and (5) above to
receipts or expenses being taken into account shall be construed as references to
their being taken into account in relation to either of those persons. 30

(7) For the purposes of those subsections an amount is “taken into
account” if—
(a) itis brought into account for tax purposes, or

(b) it would have been so brought into account if the person concerned
were chargeable to tax. 35

Computation of profits of trade, profession or vocation

42 —(1) For the purposes of Case | or Il of Schedule D the profits of a
trade, profession or vocation must be computed on an accounting basis
which gives a true and fair view, subject to any adjustment required or
authorised by law in computing profits for those purposes. 40

(2) This does not—

(a) require a person to comply with the requirements of the Companies
Act 1985 or the Companies (Northern Ireland) Order 1986 except
as to the basis of computation, or
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(b) impose any requirements as to audit or disclosure. PART I

(3) This section applies to periods of account beginning after 6th April SHAPTER!

1999.

A period of account beginning on or before 6th April 1999 which is still
current on 7th April 2000 shall be treated for the purposes of this section as
having ended on 6th April 1999 and a new period as having begun on 7th
April 1999.

(4) This section is subject to the exemption in section 43 below (barristers
and advocates in early years of practice).

(5) This section does not affect provisions of the Tax Acts relating to the
computation of the profits of Lloyd’s underwriters or companies carrying on
life insurance, or otherwise laying down special rules for the computation of
the profits of a particular description of business.

43—(1) The profits of a barrister or advocate in actual practice forBarristersand
period of account ending not more than seven years after the commenceatatatesin early
of such practice may be computed in accordance with this section. years of practice.

(2) For this purpose barristers and advocates are regarded as commencing
in actual practice when they first hold themselves out as available for fee-
earning work.

(3) The profits of a barrister or advocate for a period of account to which
this section applies may be computed—

() on a cash basis, or

(b) by reference to fees earned whose amount has been agreed or in
respect of which a fee note has been delivered.

Once a particular basis has been adopted it must be applied consistently.

(4) The exemption given by this section ceases if for any period of
account an accounting basis is adopted that complies with section 42 above.

In that case, that section applies to all subsequent periods of account.

44 —(1) The provisions of Schedule 6 to this Act apply where there isaange of
change, from one period of account to the next of a trade, professiorfagpuntingbasis.
vocation, of the accounting basis on which profits are computed for tax
purposes.

(2) The Schedule only applies if old basis accords with the law and
practice applicable immediately before the change and the new basis accords
with the law and practice applicable immediately after the change.

(3) The provisions of the Schedule replace section 104(4) of the Taxes Act
1988 and any rule of law as to the adjustments necessary for tax purposes in
those circumstances.

(4) They apply to any change of accounting basis taking effect on or after
6th April 1999.

45. In sections 42 to 44 above a “period of account” means any period ¥eaning of

which accounts of the trade, profession or vocation are drawn up. “Deriodtonf
account'.
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PART Il 46—(1) In provisions of the Tax Acts relating to the computation of the
CHAPTERI profits of a trade, profession or vocation references to receipts and expenses
Minor and are (except where otherwise expressly provided) to any items brought into
consequential account as credits or debits in computing such profits.
provisions about
computations. There is no implication that an amount has been actually received or
expended.

(2) Except where otherwise expressly provided, the same rules apply in
computing losses of a trade, profession or vocation for any purpose of the
Tax Acts as apply in computing profits.

(3) In the provisions of the Tax Acts which refer to the subject of tloe
charge under Case | or Il of Schedule D as “profits or gains” or “profits and
gains” of a trade, profession or vocation—

(a) for “profits or gains” or “profits and gains”, wherever occurring,
substitute “profits”, and

(b) for “arising or accruing”, in reference to such profits or gains,
substitute “arising”.

The provisions affected are listed in Schedule 7 to this Act.

Gifts to charities
Gifts inkind for 47 —(1) This section applies where—
reliefin poor (a) any article falling within subsection (2) below is given to a charityat

countries. any time in the period beginning with the first designation date and
ending with 31st December 2000;

(b) the person making the gift (“the donor”) is a person carrying on a
trade, profession or vocation; and

(c) that giftis made for the purpose of enabling the article to be used ®pan
educational establishment in a designated country or territory.

(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) itis an article used by the donor in the course of his trade, professian or
1990 c. 1. vocation which for the purposes of Part Il of the Capital
Allowances Act 1990 constitutes machinery or plant used by him
wholly or partly in the course of that trade, profession or vocation.

(3) Subject to subsections (4) and (5) below, where this section applies in
the case of the gift of any article— 35
(&) 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) subsection (6) of section 24 of the Capital Allowances Act 1990
shall not require the donor to bring into account any disposal valu®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
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(b) any benefit received in any chargeable period by the donor or anyParT IlI
person connected with him is in any way attributable to the makingCHAPTER|
of that gift,

the donor shall in respect of that chargeable period be charged to tax under
Case | or Case Il 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) Subsection (3) above shall not apply unless the donor makes a claim
for relief under this section; and such a claim—
(&) must be made within the required period; and
(b) must specify the article given and the name of the charity to which it is
given.
(6) In subsection (5)(a) above “the required period” means—

(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; and

(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.

(7) In paragraph (a) of subsection (6) above “basis period” means—

(a) in relation to a year of assessment for which a basis period is given
by sections 60 to 63 of the Taxes Act 1988, that basis period; and

(b) in relation to a year of assessment for which no basis period is given
by those sections, the year of assessment.

(8) A country or territory is a designated country or territory for the
purposes of this section if—
() it is designated as such by an order made for those purposes by the
Treasury; or
(b) itis of a description specified in an order so made;
and a description specified in such an order may be expressed by reference to

the opinion of any person so specified or by reference to the contents from
time to time of a document prepared by a person so specified.

(9) In this section—

“charity” has the same meaning as in section 506 of the Taxes Act 1988;
and

“the first designation date” means the date on which the Treasury first
makes an order under subsection (8) above.

(10) Section 839 of the Taxes Act 1988 (connected persons) applies for
the purposes of this section.

48—(1) This section applies to any gift of a sum of money by aBifts of money for
individual to a charity that has given the required notification to the Boardsfiefin poor
that gift is made— countries.

(a) in the period beginning with the first designation date and ending
with 31st December 2000; and
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PART I (b) in circumstances giving rise to a reasonable expectation that the sum
CHAPTERI given will be applied for, or in connection with, one or both of the
purposes specified in subsection (2) below.

(2) Those purposes are—

(&) the relief of poverty in any one or more designated countries5sor
territories, and

(b) the advancement of education in any one or more designated
countries or territories.

(3) Subject to the following provisions of this section, subsection (2)(g) of
1990 c. 29. section 25 of the Finance Act 1990 (minimum payment for which relief
given on gift by an individual) shall have effect in relation to any gift to
which this section applies as if for “£250” there were substituted “£100".

(4) Where—
() arelevant gift of less than £100 is made by an individual to a charity
that has given the required notification to the Board, 15

(b) the aggregate of that gift and any one or more subsequent relevant
gifts made by that individual to that charity is £100 or more,

(c) that individual gives an appropriate certificate in relation to that
aggregate to that charity, and

(d) the condition specified in paragraph (e) of subsection (2) of seafon
25 of the Finance Act 1990 (limit on benefit for the donor) would
be satisfied if the aggregated gifts constituted a single gift by that
individual to that charity made at the time of the making of the last of
them to be made,

the aggregated gifts shall be treated for the purposes of that section as #3hey
together constituted a single qualifying donation made by that individual to
that charity at that time.

(5) The gifts aggregated for the purposes of subsection (4) above must not
include either—

() arelevant gift of £250 or more; or 30
(b) more than one relevant gift of £100 or more.

(6) The reference in paragraph (c) of subsection (4) above to an
appropriate certificate is a reference to a certificate which states—

(a) that each of the gifts being aggregated qualifies as a relevant gift for
the purposes of this section; 35

(b) that if those qifts are treated in accordance with this section as a
single qualifying donation made at the time specified in subsection
(4) above, the single donation will satisfy the taxation condition;
and

(c) that the condition in paragraph (d) of that subsection is satisfiethin
the case of those gifts taken together.

(7) For the purposes of subsection (6) above the taxation condition in the
case of any relevant gift is that, either directly or by deduction from profits or
gains brought into charge to tax in the relevant year of assessment, the
individual making the gift has paid or will pay to the Board income tax of4an
amount equal to income tax at the basic rate for the relevant year of
assessment on the grossed up amount of that gift.
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(8) In this section— PART I

“the first designation date” means the date on which the Treasury firsfHAPTERI
makes an order under subsection (9) below;

“relevant gift” means a gift to which this section applies which is

either—
(&) a gift which satisfies the requirements of subsection (2) of
section 25 of the Finance Act 1990; or 1990 c. 29.

(b) a gift of less than £100 which would satisfy those
requirements if paragraph (g) of that subsection, or that
paragraph together with paragraph (e), were disregarded,;

and

“required notification”, in relation to a charity, means a notification
(including one given before the passing of this Act) which—

(i) is in such form, and contains such information, as may
have been required by the Board, and

(i) contains a statement to the effect that the charity proposes
to accept gifts to which this section applies.

(9) A country or territory is a designated country or territory for the
purposes of this section if—

(a) it is designated as such by an order made for those purposes by the
Treasury; or

(b) itis of a description specified in an order so made;

and a description specified in such an order may be expressed by reference to
the opinion of any person so specified or by reference to the contents from
time to time of a document prepared by a person so specified.

(10) Expressions used in this section and in section 25 of the Finance Act
1990 have the same meanings in this section as in that section.

Employee share incentives

49—(1) In section 135 of the Taxes Act 1988, in each of subsections E&jployee share
and (5) (in accordance with which there is a charge to tax when an emplars@ens.
obtains a share option that is exercisable more than seven years after being
obtained), for “seven” there shall be substituted “ten”.

(2) Subsection (1) above has effect in relation to rights obtained on or
after 6th April 1998.

50—(1) After section 140 of the Taxes Act 1988 there shall be insertednditional

the following sections— acquisition of
shares.

“Conditional 140A.—(1) This section applies where—
gﬁg‘rﬁ"t'on of (a) a beneficial interest in any shares in a company (‘the
' employee’s interest’) is acquired by any person
(‘the employee’) as a director or employee of that
or another company; and

(b) the employee acquires that interest on terms that
make his interest in the shares only conditional.
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(2) If the terms on which the employee acquires the
employee’s interest are such that his interest in the shares in
guestion will or might continue to be only conditional until a
time more than five years after his acquisition of the interest,
tax shall be chargeable under Schedule E in respect of that
interest on the basis that it is emoluments of the office or
employment concerned.

(3) In any other case, there shall (subject to the following
provisions of this section) be no tax chargeable on the
employee under Schedule E in respect of his acquisitionoof
the interest except any tax which is so chargeable by virtue
only of section 135 or 162.

(@) If, in a case falling within subsection (2) or (3)
above—

(a) the shares cease, without the employee ceasintp to
have a beneficial interest in them, to be shares in
which the employee’s interest is only conditional,
or

(b) the employee, not having become chargeable by
virtue of this subsection in relation to the shares,
sells or otherwise disposes of the employee’s
interest or any other beneficial interest in them,

he shall, for the year of assessment in which they so cease,
or in which the sale or other disposal takes place, be
chargeable to tax under Schedule E on the amount specfied
in subsection (5) below.

(5) That amount is the amount (if any) by which the sum
of the deductible amounts is exceeded by the market value
of the employee’s interest immediately after that interest
ceases to be only coitinal or, as the case may be, at the
time of the sale or other disposal.

(6) For the purposes of subsection (5) above the market
value of the employee’s interest at any time is the amount
that might reasonably be expected to be obtained from a sale
of that interest in the open market at that time. 35

(7) For those purposes the deductible amounts are—

(&) the amount or value of the consideration given for
the employee’s interest;

(b) any amounts on which the employee has become
chargeable to tax under Schedule E in respect®f
his acquisition of the employee’s interest;

(c) any amounts on which the employee has, by
reference to an event occurring not later than the
time of the event by virtue of which a charge arises
under this section, become chargeable to tax4sn
respect of the shares under section 78 or 79 of the
Finance Act 1988 (unapproved employee share
schemes).
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(8) Where the employee dies holding the employee’s ParTIII
interest this section shall have effect— CHAPTERI

(@) as if he had disposed of that interest immediately
before his death; and

(b) as if the market value of the interest at the time of
that disposal were to be determined for the
purposes of subsection (5) above on the basis-

(i) that it is known that the disposal is being
made immediately before the employee’s death;
and

(i) that any restriction on disposal subject to
which the employee holds the shares is to be
disregarded in so far as it is a restriction
terminating on his death.

(9) Any reference in this section or section 140B or 140C
to shares in a company includes a reference to securities
issued by a company; and the references in subsection (7)(c)
above to an event include references to the expiry of a
period.

Considerationfor 140B.—(1) This section applies in relation to any shares

shares

conditionally

acquired.

for determining the amount or value of the consideration
referred to in section 140A(7)(a).

(2) Subject to the following provisions of this section,
that consideration is any given by—

(&) the employee; or
(b) in a case where section 140H(1)(b) applies and the

shares were acquired by another person, that other
person,

in respect of the acquisition of an interest in the shares.

(3) The amount or value of the consideration given by any
person for an interest in the shares shall include—

(&) the amount or value of any consideration given for a
right to acquire those shares; and

(b) the amount or value of any consideration given for
anything by virtue of which the employee’s interest
in the shares ceases to be only dtindal.

(4) Where any consideration is given partly in respect of
one thing and partly in respect of another, the amount given
in respect of the different things shall be determined on a
just and reasonable apportionment.

(5) The consideration which for the purposes of this
section is taken to be given wholly or partly for anything
shall not include the performance of any duties of or in
connection with the office or employment by reference to
which the interest in the shares in question has been acquired
by a person as a director or employee of a company.

(6) No amount shall be counted more than once in the
computation of the amount or value of any consideration.
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PART I (7) Subsections (1) to (3) of section 136 shall apply for
CHAPTERI determining for the purposes of subsection (3)(a) above the
amount or value of the consideration given for a right to
acquire any shares as they apply for determining such an
amount for the purposes of section 135. 5

Caseswhere 140C.—(1) For the purposes of sections 140A and 140B
interesttobe  (but subject to the following provisions of this section) a
”eaé‘?‘?' as ?nly beneficial interest in shares is only conditional for so long as
conditional. the terms on which the person with that interest is entitled to

it— 10
(a) provide that, if certain circumstances arise, or do not

arise, there will be a transfer, reversion or forfeiture

as a result of which that person will cease to be

entitled to any beneficial interest in the shares; and

(b) are not such that, on the transfer, reversion1®r
forfeiture, that person will be entitled in respect of
his interest to receive an amount equal to or more
than the amount that might reasonably be expected
(if there were no provision for transfer, reversion or
forfeiture) to be obtained from a sale of thao
interest in the open market at that time.

(2) A person shall not for the purposes of sections 140A
and 140B be taken, in relation to any shares, to have an
interest which is only conditional by reason only that, in a
case where there is no restriction on the meeting of callby
that person, the shares—

(a) are unpaid or partly paid; and
(b) may be forfeited for non-payment of calls.

(3) A person shall not for the purposes of sections 140A
and 140B be taken, in relation to any shares in a companggto
have an interest which is only conditional by reason only
that the articles of association of the company require him to
offer the shares for sale if he ceases to be an officer or, as the
case may be, employee of the company.

(4) A person shall not for the purposes of sections 14FA
and 140B be taken, in relation to any security, to have an
interest which is only conditional by reason only that the
security may be redeemed on payment of any amount.

(5) In subsection (1) above the references, in relation to
the terms of a person’s entitlement, to circumstances ariging
include references—

() to the expiration of a period specified in or
determined under those terms or the death of that
person or any other person; and

(b) to the exercise by any person of any power confergd
on him by or under those terms.”

1988 c. 39. (2) In section 77(1) of the Finance Act 1988 (application of Chapter about
unapproved employee share schemes), after “Subject to” there shall be
inserted “section 140A of the Taxes Act 1988 and”.
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(3) After subsection (6) of section 79 of that Act (charge for shares in ParT llI
dependent subsidiaries) there shall be inserted the following subsection— CHAPTERI

“(6A) If, before the time by reference to which the chargeable
increase is determined, an event occurs by virtue of which the person
making the acquisition becomes chargeable to tax under section
140A(4) of the Taxes Act 1988 (employee’s interest in shares ceasing
to be only conditional) on any amount (‘the charged amount’) in
respect of the shares, the amount on which tax is chargeable by virtue of
this section shall be reduced by the charged amount.”

(4) The preceding provisions of this section apply in relation to interests
acquired on or after 17th March 1998.

51—(1) After the section 140C of the Taxes Act 1988 inserted by sectioonvertible shares

50 above there shall be inserted the following sections— provided to

) ) ) directors and
“Convertible 140D.—(1) This section applies where a person (‘thenployees.
shares. employee’) has acquired convertible shares in a company as a

director or employee of that or another company.

(2) For the purposes of this section shares are convertible
wherever they—

(@) confer on the holder an immediate or conditional
entittement to convert them into shares of a
different class; or

(b) are held on terms that authorise or require the grant
of such an entitlement to the holder if certain
circumstances arise, or do not arise.

(3) The employee shall be chargeable to tax under
Schedule E if, at a time when he has a beneficial interest in
them, the shares are converted into shares of a different class
in pursuance of any entitlement to convert them that has
been conferred on the holder.

(4) A charge by virtue of this section shall be a charge for
the year of assessment in which the conversion occurs on the
amount of the gain from the conversion.

(5) The amount of the gain from the conversion is the
amount (if any) by which the market value at the time of the
conversion of the shares into which the convertible shares
are converted exceeds the sum of the deductible amounts.

(6) The deductible amounts are—

(&) the amount or value of any consideration given for
the convertible shares;

(b) the amount or value of any consideration given for
the conversion in question;

(c) any amounts on which the employee has become
chargeable to tax under Schedule E in respect of
his acquisition of those shares;

(d) any amounts on which the employee has, by
reference to an event occurring not later than the
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PART I time of the conversion, become chargeable to tax

CHAPTERI in respect of the shares under section 78 or 79 of

1988 c. 39. the Finance Act 1988 (unapproved employee share
schemes);

(e) if the convertible shares were acquired throughsa
series of conversions each of which was a taxable
conversion, the amount of the gain from each
conversion, so far as not falling within paragraph
(c) above.

(7) In subsection (6) above the reference to a taxalle
conversion is a reference to any conversion which—

(&) gave rise to a gain on which the employee was
chargeable to tax by virtue of this section, or

(b) would have given rise to such a gain but for the fact
that the market value of the shares at the timelbf
the conversion did not exceed the sum of the
deductible amounts.

(8) Tax shall not be chargeable by virtue of this section
if—
(&) the conversion is a conversion of shares of one ctass

only (‘the original class’) into shares of one other
class only (‘the new class’);

(b) all shares of the original class are converted into
shares of the new class; and

(c) one of the conditions in subsection (9) below 25
fulfilled.

(9) The conditions referred to in subsection (8) above
are—

(a) that immediately before the conversion the majority
of the company’s shares of the original class ate
held otherwise than by or for the benefit of—

(i) directors or employees of the company;

(i) an associated company of the company;
or

(iii) directors or employees of such a6
associated company;

and

(b) that immediately before the conversion the company
is employee-controlled by virtue of holdings of
shares of the original class. 40

(10) Tax shall not be chargeable by virtue of this section
where the interest which the employee acquires in the shares
into which the convertible shares are converted is an interest
which (within the meaning given for the purposes of section

140A by section 140C) is only conditional. 45
Considerationfor  140E.—(1) This section applies in relation to any shares
convertible for determining the amount or value of the consideration

shares. referred to in section 140D(6)(a) or (b).
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(2) Subiject to the following provisions of this section, the ParTIlI
consideration referred to in section 140D(6)(a) is any CHAPTERI
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consideration given by—
(&) the employee; or
(b) in a case where section 140H(1)(b) applies and the
shares were acquired by another person, that other
person,

in respect of the acquisition of the shares.

(3) The amount or value of the consideration given by any
person for any shares shall include the amount or value of
any consideration given for a right to acquire those shares.

(4) Where any consideration is given partly in respect of
one thing and partly in respect of another, the amount given
in respect of the different things shall be determined on a
just and reasonable apportionment.

(5) The consideration which for the purposes of this
section is taken to be given wholly or partly for anything
shall not include the performance of any duties of or in
connection with the office or employment by reference to
which the shares in question have been acquired by a person
as a director or employee of a company.

(6) No amount shall be counted more than once in the
computation of the amount or value of any consideration.

(7) Subsections (1) to (3) of section 136 shall apply for
determining for the purposes of subsection (3) above the
amount or value of the consideration given for a right to
acquire any shares or securities as they apply for
determining such an amount for the purposes of section 135.

140F.—(1) Where—

(a) a person has an interest in any convertible shares at
the time of his death,

(b) those shares are converted into shares of a different
class either on his death or within the following
twelve months, and

(c) the conversion takes place wholly or partly as a
consequence of his death,

section 140D shall have effect as if the conversion had taken
place immediately before his death and had been in
pursuance of an entitlement to convert conferred on the
deceased.

(2) In section 140D(2) the references, in relation to the
terms of a person’s entitlement, to circumstances arising
include references—

() to the expiration of a period specified in or
determined under those terms or the death of that
person or any other person; and

(b) to the exercise by any person of any power conferred
on him by or under those terms.
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PART Il (3) For the purposes of section 140D, the market value of
CHAPTERI any shares at any time is the amount that might reasonably
be expected to be obtained from a sale of the shares in the

open market at that time.

(4) In this section and section 140D ‘associated comparsy’
has the same meaning as it has for the purposes of Part XI
by virtue of section 416.

(5) For the purposes of section 140D a company is
employee-controlled by virtue of holdings of shares of a
class if— 10

() the majority of the company’s shares of that class
(other than any held by or for the benefit of an
associated company) are held by or for the benefit
of employees or directors of the company or a
company controlled by the company; and 15

(b) those directors and employees are together able as
holders of the shares to control the company.

(6) The provisions of sections 140D and 140E and this
section apply in relation to an interest in shares as they apply in
relation to shares. 20

(7) Section 840 (control) applies for the purposes of this
section.”

1988 c. 39. (2) Before subsection (7) of section 79 of the Finance Act 1988 (charge
for shares in dependent subsidiaries) there shall be inserted the following
subsection— 25

“(6B) If, before the time by reference to which the chargeable
increase is determined, an event occurs by virtue of which the person
making the acquisition becomes chargeable to tax under section
140D(3) of the Taxes Act 1988 (charge on conversion of convertible
shares) on any amount (‘the charged amount’) in respect of the shares,
the amount on which tax is chargeable by virtue of this section shall be
reduced by the charged amount.”

(3) The preceding provisions of this section apply in relation to shares
acquired on or after 17th March 1998.

Information 52—(1) After the section 140F of the Taxes Act 1988 inserted by secs®n
powers. 51 above there shall be inserted the following section—
“Information for 140G.—(1) Where—
tsheecﬁgggoffgﬂo (a) any person provides any individual with an interest
140F. in shares which is only conditional, and
(b) the circumstances are such that— 40
(i) the acquisition of that interest by that
individual, or
(i) its subsequently ceasing to be only
conditional,

(iii) its subsequent disposal, or 45
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(iv) the death of the individual, PART Il

gives rise or may give rise to a charge under CHAPTERI
section 140A on that individual,

each of the relevant persons shall deliver to an officer of the
Board particulars in writing of the interest and its provision.

(2) Where—

(&) a person has an interest in any shares which is only
conditional,

(b) those shares cease to be shares in which that
person’s interest is only conditional or are disposed
of or that person dies, and

(c) that event gives rise to a charge under section
140A(4),
each of the relevant persons shall deliver to an officer of the
Board particulars in writing of the shares and the event.

(3) Where—

(@) any person has provided any individual with any
convertible shares in a company,

(b) those shares are subsequently converted into shares
of a different class, and

(c) the circumstance are such that the conversion gives
rise or may give rise to a charge under section
140D on that individual,

each of the relevant persons shall deliver to an officer of the
Board particulars in writing of the shares and their
conversion.

(4) For the purposes of this section the relevant persons
are—

(&) the person who is providing, or who provided, the
shares in question; and

(b) the person under or with whom the office or
employment is or was held by reference to which
the charge may arise or has arisen.

(5) Particulars required to be delivered under this section
must be delivered no later than thirty days after the end of
the year of assessment in which the interest is provided, the
event occurs or the conversion takes place.

(6) Expressions used in this section and in section 140A
or 140D above have the same meanings in this section as in
section 140A or, as the case may be, section 140D.”

(2) In the second column of the Table in section 98 of the Tax&sr0c. 9.
Management Act 1970 (penalties for failure to furnish information), after the
entry relating to section 136(6) of the Taxes Act 1988 there shall be inserted
the following entry—

“section 140G;".
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PART I 53. After the section 140G of the Taxes Act 1988 inserted by section 52
CHAPTERI above there shall be inserted the following section—
Provision

supplementalto - construction of 140H.—(1) For the purposes of sections 140A to 140G
sections50t052. Sections 140Ato and this section, a person acquires any shares or securities as a
140G. director or employee of a company if— 5

(&) he acquires them in pursuance of a right conferred
on him, or an opportunity offered to him, by reason
of his office or employment as a director or
employee of the company; or

(b) the shares or securities are, or a right or opportuniy
in pursuance of which he acquires them s,
assigned to him after being acquired by, conferred
on or, as the case may be, offered to some other
person by reason of the assignee’s office or
employment as a director or employee of th&
company.

(2) Subject to subsection (3) below, the references in
subsection (1) above to a right or opportunity conferred or
offered by reason of a person’s office or employment shall
be taken to include— 20

() a reference to one so conferred or offered after he
has ceased to hold it; and

(b) a reference to one that arises from the fact that any
shares which a person acquires as a director or
employee (or is treated as so acquiring by virtue26f
this paragraph) are convertible for the purposes of
section 140D.

(3) For the purposes of this section—

(a) the references in subsections (1) and (2) above to a
person’s office or employment are references osty
to an office or employment in respect of which he
is chargeable to tax under Case | of Schedule E;
but

(b) subsection (2)(a) above shall not apply where a right
or opportunity conferred or offered in the lasé
chargeable period in which the office or
employment was held by the person in question
would not have fallen to be taken into account for
the purposes of subsection (1)(a) above.

(4) Without prejudice to subsection (2)(b) above where46

(@) a person has acquired an interest in any shares or
securities which is only conditional or has acquired
any convertible shares,

(b) he acquired that interest or those shares as a director
or employee of a company, or is treated by virtue
of this subsection as having done so, and

(c) as aresult of any two or more transactions—

(i) he ceases to be #tted to that interest or
those shares, and
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(i) he or a connected person becomes ParTIII
entitled to any interest in any shares or securities CHAPTER|
which is only conditional or to any convertible
shares,

he shall be treated for the purposes of sections 140A to
140G as if the interest or shares to which he becomes
entitled were also acquired by him as a director or employee
of the company in question.

(5) Sections 140C and 140D(2) have effect for the
purposes of subsection (4) above as they have effect for the
purposes of sections 140A and 140B and section 140D
respectively.

(6) References in sections 140A to 140G or this section to
the terms on which a person is entitled to an interest in
shares or securities include references to any terms imposed
by any contract or arrangement or in any other way.

(7) References in this section to shares or to securities
include references to an interest in shares or, as the case may
be, securities.

(8) Subsection (5) of section 136 applies for the purposes
of sections 140A to 140G and this section as it applies for
the purposes of that section but as if—

(a) references to a body corporate were references to a
company;

(b) at the end of paragraph (d) there were inserted ‘or
any other interest of a member of a company’; and

(c) the words after paragraph (d) were omitted.
(9) Section 839 applies for the purposes of this section.”

54—(1) The Taxation of Chargeable Gains Act 1992 shall be amended\agndments
follows. consequential on
sections 50to 53.
(2) After subsection (5) of section 120 (increase of expenditure 1§92 c. 12.
reference to tax charged in relation to shares) there shall be inserted the

following subsections—

“(5A) Where an amount is chargeable to tax under section 140A of
the Taxes Act in respect of—

(a) the acquisition or disposal of any interest in shares, or
(b) any interest in shares ceasing to be only diowkl,
the relevant amount is a sum equal to the amount so chargeable.

(5B) Where an amount is chargeable to tax under section 140D of
the Taxes Act in respect of the conversion of shares, the relevant
amount is a sum equal to the amount so chargeable.”

(3) In subsection (7) of that section—
(@) after “(5),” there shall be inserted “, (5A), (5B)”; and
(b) after “138” there shall be inserted “, 140A, 140D".
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(4) After that subsection there shall be inserted the following subsection—

“(8) For the purposes of subsection (5A) above this section shall
have effect as if references in this section to shares included anything
referred to as shares in section 140A of the Taxes Act.”

(5) After section 149A there shall be inserted the following section— 5

“Employee 149B.—(1) Where—
'Sncchee”rﬂ‘ées_ (a) an individual has acquired an interest in any shares
conditional or securities which is only conditional,

interestsinshares.  (b) that interest is one which for the purposes of section
140A of the Taxes Act is taken to have beged
acquired by him as a director or employee of a
company, and

(c) by virtue of section 17(1)(b) the acquisition of that
interest would, apart from this section, be an
acquisition for a consideration equal to the market
value of the interest,

section 17 shall not apply for calculating the consideration.

(2) Instead, the consideration for the acquisition shall be
taken (subject to section 120) to be equal to the actual
amount or value of the consideration given for that interzgst
as computed in accordance with section 140B of the Taxes
Act.

(3) This section shall apply in relation only to the
individual making the acquisition andgccordingly, shall be
disregarded in calculating the consideration received by2the
person from whom the interest is acquired.

(4) Expressions used in this section and in section 140A
of the Taxes Act have the same meanings in this section as in
that section.”

(6) This section has effect in relation to disposals on or after 17th Maech
1998 of interests and shares acquired on or after that date.

Construction industry workers

55—(1) In section 134 of the Taxes Act 1988, subsection (5)(c) (which
excepts from charge by virtue of that section the remuneration of
construction workers who are sub-contractors supplied by agencies) 3shall
cease to have effect.

(2) In section 559 of the Taxes Act 1988 (deductions on account of tax
etc. from payments to certain sub-contractors), in subsection (1), for
“subsection (2) below” there shall be substituted “the following provisions of
this section”; and after subsection (1) there shall be inserted the followding
subsection—

“(1A) Subsection (1) above shall not apply to any payment made
under the contract in question that is chargeable to income tax under
Schedule E by virtue of section 134(1).”

(3) Subsections (1) and (2) above have effect in relation to— 45

(a) any payments made on or after 6th April 1998 other than any made in
respect of services rendered before that date; and
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(b) any payments made before 6th April 1998 in respect of services to ParT llI
be rendered on or after that date. CHAPTERI

56—(1) Subject to subsection (6) below, subsection (2) below applieansitional
if— provisionsin
, , . . jon with
(@) a construction trade is being carried on by a person (‘the s@BQ{i'g,f‘g%r_‘W"

contractor”) at the end of the year 1997-98; and

(b) there are receipts of that trade which, but for section 134(5)(c) of the
Taxes Act 1988, would have fallen to be treated for the year 1997-
98 as the emoluments of an office or employment.

(2) Where this subsection applies, then, subject to subsections (4) and (5)
below—

(a) the trade shall be deemed to have been permanently discontinued at
the end of the year 1997-98; and

(b) to the extent (if any) that the trade includes activities in addition to
the rendering of services falling by virtue of section 55 to be treated
as the duties of an office or employment, a new trade shall be
deemed to have been set up and commenced on 6th April 1998.

(3) Subsection (4) below applies if—

(@ a construction trade (“the old trade”) is deemed by virtue of
subsection (2)(a) above to have been permanently discontinued;
and

(b) a construction trade (“the new trade™)—

(i) is deemed by virtue of subsection (2)(b) above to have
been set up and commenced; or

(i) (where sub-paragraph (i) above does not apply) is actually
set up and commenced in the year 1998-99.

(4) Where this subsection applies then, notwithstanding the deemed
discontinuance, the old trade and the new trade shall be treated as the same
for the purposes of section 385 of the Taxes Act 1988 (carry-forward of
losses against subsequent profits).

(5) An officer of the Board shall not become entitled by virtue of anything in
this section to give a direction under paragraph 3(2) of Schedule 20 to 11964 c. 9.
Finance Act 1994 (power to revise assessment so that made on the actual
basis) in the case of a person whose trade is deemed under subsection (2)
above to cease on 5th April 1998.

(6) Subsection (2) above does not apply if the sub-contractor by notice to
an officer of the Board otherwise elects.

(7) An election under subsection (6) above—

(a) ifitrelates to atrade carried on by an individual, must be included in a
return under section 8 of the Taxes Management Act 1970 which$50 c. 9.
made and delivered in that individual's case on or before the day on
which it is required to be made and delivered under that section;
and

(b) if it relates to a trade carried on by persons in partnership, must be
included in a return under section 12AA of that Act which is made
and delivered in the partners’ case, or in the case of any one or
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PART I more of them, on or before the day specified in relation to that
CHAPTERI return under subsection (2) or (3) of that section.

(8) In this section “construction trade” means a trade consisting in or
including the rendering of services under contracts relating to construction
operations (within the meaning of Chapter IV of Part XllI of the Taxes Agt
1988).

(9) Where at any time on or after 17th March 1998 and before the day on
which this Act is passed any election corresponding to an election under
subsection (6) above has been made under a resolution of the House of

1968 c. 2. Commons having effect in accordance with the provisions of the Provisiohal
Collection of Taxes Act 1968, this section has effect, on and after the day on
which this Act is passed, as if that election were an election under subsection

(6) above.
Sub-contractorsin  57. Schedule 8 to this Act (which makes provision in relation to sub-
_lhg CotnSTfUCtlon contractors in the construction industry) shall have effect. 15
industry.

Payments and other benefits in connection with termination of employment
etc.

Payments and 58—(1) For section 148 of the Taxes Act 1988 (payments on retirement

otherbenefitsin  or removal from office or employment) substitute—
connection with

termination of “Paymentsand  148.—(1) Payments and other benefits not othengige

employmentetc.  otherbenefitsin chargeable to tax which are received in connection with—
connection with L. ,
termination of (a) the termination of a person’s employment, or

employment,etc.  (b) any change in the duties of or emoluments from a
person’s employment,

are chargeable to tax under this section if and to the ex2snt
that their amount exceeds £30,000.

(2) For the purposes of this section a “benefit” includes
anything which, if received for performance of the duties of
the employment—

(a) would be an emolument of the employment, or 30
(b) would be chargeable to tax as an emolument of the
employment,

or which would be such an emolument, or so chargeable,
apart from any exemption.

(3) An amount chargeable to tax under this sectiorsis
income chargeable under Schedule E for the year of
assessment in which the payment or other benefit is
received.

The right to receive the payments or other benefits is not
itself regarded as a benefit for this purpose. 40
(4) For the purposes of this section—
() a cash benefit is treated as received—

(i) when payment is made of or on account of
the benefit, or
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(ii) the recipient becomes entitled to require  PaRTIII
payment of or on account of the benefit; and CHAPTERI

(b) a non-cash benefit is treated as received when it is
used or enjoyed.

5 (5) This section applies—
(&) whether the payment or other benefit is provided by

the employer or former employer or by another
person, and

(b) whether or not the payment or other benefit is
10 provided in pursuance of a legal obligation.

(6) This section has effect subject to Schedule 11, which
contains provisions extending, restricting and otherwise
supplementing the provisions of this section.

(7) In this section and that Schedule ‘employment’
15 includes an office and related expressions have a
corresponding meaning.”.

(2) In the Taxes Act 1988, for Schedule 11 (relief as respects tax on
payments on retirement or removal from office or employment) substitute
the Schedule set out in Part | of Schedule 9 to this Act.

20  (3) The enactments mentioned in Part Il of Schedule 9 to this Act have
effect with the amendments specified there which are consequential on this
section.

(4) This section applies to payments or other benefits received (within the

meaning of section 148 of the Taxes Act 1988 as substituted by subsection

25 (1) above) on or after 6th April 1998, except where the payment or other

benefit or the right to receive it has been brought into charge to tax before
that date.

Benefits in kind

59—(1) In section 158 of the Taxes Act 1988 (car fuel) for the Tables @arfuel.
30 subsection (2) (tables of cash equivalents) there shall be substituted—

TABLE A

Cylinder capacity of car in cubic

centimetres Cash equivalent
1,400 0r1ess ... v v e e e e e £1,010
35 More than 1,400 but not more than £1,280

More than 2,000 ... ... ... ... oo ... . £1,890
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TABLE AB
Cylinder capacity of car in cubic
centimetres Cash equivalent
2,000 0r1€SS .. cov v e e e e £1,280
More than 2,000 ... ... ... ... oo oot . £1,890 5
TABLE B
Description of car Cash equivalent
ANy car ... ..o ven s e e £1,890

(2) This section shall have effect for the year 1998-99 and subsequent
years of assessment. 10

60—(1) In subsection (1) of section 168A of the Taxes Act 1988 (price of a
car as regards year), for the words “sections 168B to 168G” there shall be
substituted the words “sections 168AB to 168G”.

(2) In subsection (11) of that section, after the words “section 168AA”
there shall be inserted the words “or 168AB(1)". 15

(3) After section 168AA of that Act there shall be inserted the following
section—

“Equipmentetc.  168AB.—(1) Equipment by means of which the car is
toenablecarto capable of running on road fuel gas shall not be regarded as

Sg”son roadfuel  an accessory for the purposes of section 168A. 20

(2) Where the car is manufactured in such way as to be
capable of running on road fuel gas, the price of the car as
regards each relevant year shall be treated as the price given
by section 168A, reduced by so much of that price as it is
reasonable to attribute to the car's being manufacturedsin
that way rather than in such a way as to be capable of
running only on petrol.

(3) In this section ‘road fuel gas’ means any substance
which is gaseous at a temperature off@5and under a
pressure of 1013.25 millibars, and which is for use as fuedan
road vehicles.”

(4) In subsection (2) of section 168B of that Act (accessories not included in
list price), for the words “section 168A” there shall be substituted the words
“sections 168A and 168AB".
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(5) In subsection (2) of section 168C of that Act (accessories available PaRT IlI
after car first made available), for the words “sections 168A and 168B” there&CHAPTERI
shall be substituted the words “sections 168A to 168B".

(6) This section has effect for the year 1999-00 and subsequent years of
assessment.

61—(1) For subsections (1) to (1B) of section 198 of the Taxes Act 198&wvelling
(relief for necessary expenses) substitute— expenses.

“(1) If the holder of an office or employment is obliged to incur and
defray out of the emoluments of the office or employment—

(&) qualifying travelling expenses, or

(b) any amount (other than qualifying travelling expenses)
expended wholly, exclusively and necessarily in the
performance of the duties of the office or employment,

there may be deducted from the emoluments to be assessed the amount
so incurred and defrayed.

(1A) “Qualifying travelling expenses” means—

(&) amounts necessarily expended on titangein the performance
of the duties of the office or employment, or

(b) other expenses of travelling which—

(i) are attributable to the necessary attendance at any
place of the holder of the office or employment in the
performance of the duties of the office or employment, and

(il) are not expenses of ordinary commuting or private
travel.

What is ordinary commuting or private travel for this purpose is
defined in Schedule 12A.

(1B) Expenses of travel by the holder of an office or employment
between two places at which he performs duties of different offices or
employments under or with companies in the same group are treated as
necessarily expended in the performance of the duties which he is to
perform at his destination.

For this purpose companies are taken to be members of the same
group if, and only if, one is a 51% subsidiary of the other or both are
51% subsidiaries of a third company.”.

(2) In the Taxes Act 1988 insert as Schedule 12A the Schedule set out in
Schedule 10 to this Act.

(3) This section has effect for the year 1998-99 and subsequent years of
assessment.

Profit-related pay

62. Schedule 11 to this Act (which makes provision to prevent tReovision
manipulation of profit periods in relation to the phasing out of relief f@reventing

it- manipulation of
profit-related pay) shall have effect. orofit periods.
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PART I Foreign earnings deduction
'CHAPTER| 63—(1) Section 193(1) of the Taxes Act 1988 (Schedule E foreign
Withdrawal except egrnings deduction) shall cease to have effect.
inrelationto
seafarers. (2) Before that section insert—
“Foreignearnings 192A.—(1) Where in any year of assessment— 5
deduction for

(&) the duties of an employment as a seafarer are
performed wholly or partly outside the United
Kingdom, and

(b) any of those duties are performed in the course of a
qualifying period (within the meaning of Schedul®
12) which falls wholly or partly in that year and
consists of at least 365 days,

then, in charging tax under Case | of Schedule E on the
amount of the emoluments from that employment
attributable to that period, or to so much of it as falls in that
year of assessment, there shall be allowed a deduction equal
to the whole of that amount.

seafarers.

(2) In subsection (1) employment ‘as a seafarer means an
employment consisting of the performance of duties on a
ship (or of such duties and others incidental to them). 20

(3) For the purposes of this section a ‘ship’ does not
include—

1971 c.61. (a) any offshore installation within the meaning of the
Mineral Workings (Offshore Installations) Act
1971, or 25

(b) what would be such an installation if the references
in that Act to controlled waters were to any waters.

(4) Schedule 12 has effect for the purpose of
supplementing this section.”.

(3) The references in the Taxes Act 1988 to section 193(1) are amendad as
follows—

(&) insection 19(1), in Case | of Schedule E, omit the words from “and to
section 193(1)” to the end;

(b) in paragraph 10 of Schedule 11 after “193(1)” insert “or 192A”;
(c) in section 132(3) and paragraphs 1, 1A, 2(1), 3(1) and (3), 5 and6 of
Schedule 12, for “193(1)” substitute “192A".
(4) In Schedule 12 to that Act—
(@) in paragraph 3(2) (qualifying periods)—
() in paragraph (a) for “62” substitute “183”, and
(ii) in paragraph (b) for “one-sixth” substitute “one-half’; 40
(b) in paragraph 5 (duties treated as performed outside the United
Kingdom)—
(i) for “vessel or aircraft” substitute “ship (within the
meaning of section 192A)", and
(i) in paragraphs (a) and (b) for “voyage or journey5
substitute “voyage”.
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(5) Subsections (1) to (4) above have effect in relation to— PART I
(a) emoluments attributable to qualifying periods beginning on or afterCHAPTERI
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17th March 1998, and

(b) emoluments attributable to qualifying periods beginning before 17th
March 1998 which are received on or after that date.

(6) Nothing in those subsections affects the question what deduction (if
any) falls to be made under section 193(1) of the Taxes Act 1988 in the case of
emoluments attributable to a qualifying period beginning before 17th March
1998 and received before that date.

(7) For the purposes of subsections (5) and (6) above the question whether
emoluments are attributable to a qualifying period beginning before 17th
March 1998 shall be determined without reference to any arrangements
entered into on or after that date.

PAYE: non-cash benéefits etc.

64—(1) In relation to any asset provided on or after 2nd July 1997 amnehnsitory
before 6th April 1998, section 203F of the Taxes Act 1988 (applicationpsgvisionrelating
PAYE where payment is in the form of the provision of a tradeable asdgfjadeableassets.

shall have effect with the following two modifications.

(2) The first modification is the insertion in subsection (2), before the
word “and” at the end of paragraph (b), of the following paragraph—

“(ba) an asset not falling within paragraph (a) or (b) above which
consists in the rights of an assignee, or any other rights, in
respect of a trade debt that is or may become due to the
employer;”.

(3) The second modification is the insertion in subsection (3), before the
word “and” at the end of paragraph (a), of the following paragraph—

“(aa) in the case of an asset falling within subsection (2)(ba) above,
the amount of the debt;”.

(4) The preceding provisions of this section shall be deemed, in
accordance with subsections (5) and (6) below, to have come into force on
2nd July 1997.

(5) Subject to subsection (6) below, this section shall not be taken to have
changed—

(a) the amounts which were deductible by any person under section 203
of the Taxes Act 1988 at any time on or before 17th March 1998; or

(b) the amounts which should have been accounted for to the Board
under section 203J(3) of that Act at any time on or before 5th April
1998.

(6) Where, by virtue of this section, any employer would (but for
subsection (5) above) be treated as having been under an obligation at any
time on or before 17th March 1998 to make deductions from payments made
by the employer of, or on account of, an employee’s assessable income—

(a) sections 203 and 203J of the Taxes Act 1988, and
(b) the provisions of any regulations under section 203 of that Act,
shall have effect, and be deemed to have had effect, as if the employer had
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been obliged (subject to section 203J(3) of that Act) to make those
deductions from any payments that were so made on or after 24th March
1998 and before 6th April 1998.

(7) Expressions used in subsection (6) above and in section 203J of the
Taxes Act 1988 have the same meanings in that subsection as in that se@ion.

65—(1) Section 203F of the Taxes Act 1988 (tradeable assets) shall be
amended as follows.

(2) In subsection (1) (provision of tradeable asset to be treated as
payment), for “a tradeable asset” there shall be substituted “a readily
convertible asset”. 10

(3) For subsections (2) and (3) (meaning of “tradeable asset” and amount
of deemed payment) there shall be substituted the following subsections—

“(2) In this section ‘readily convertible asset’ means—

(@) an asset capable of being sold or otherwise realised on a
recognised investment exchange (within the meaning ofithe
Financial Services Act 1986) or on the London Bullion
Market;

(b) an asset capable of being sold or otherwise realised on a market
for the time being specified in PAYE regulations;

(c) an asset consisting in the rights of an assignee, or any ather
rights, in respect of a money debt that is or may become due to
the employer or any other person;

(d) an asset consisting in, or in any right in respect of, any property
that is subject to a fiscal warehousing regime;

(e) an asset consisting in anything that is likely (without anyth2sg
being done by the employee) to give rise to, or to become, a
right enabling a person to obtain an amount or total amount of
money which is likely to be similar to the expense incurred in
the provision of the asset;

(H an asset for which trading arrangements are in existence; or3o

(g) an asset for which trading arrangements are likely to come into
existence in accordance with any arrangements of another
description existing when the asset is provided or with any
understanding existing at that time.

(3) The amount referred to is the amount which, on the basis ofithe
best estimate that can reasonably be made, is the amount of income
likely to be chargeable to tax under Schedule E in respect of the
provision of the asset.

(3A) For the purposes of this section trading arrangements for any
asset provided to any person exist whenever there exist 4any
arrangements the effect of which in relation to that asset is to enable
that person, or a member of his family or household, to obtain an
amount or total amount of money that is, or is likely to be, similar to
the expense incurred in the provision of that asset.

(3B) References in this section to enabling a person to obtaidsan
amount of money shall be construed—

() as references to enabling an amount to be obtained by that
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person by any means at all, including, in particular— PART I

(i) by using any asset or other property as security for a CHAPTERI
loan or advance, or

(i) by using any rights comprised in or attached to any
asset or other property to obtain any asset for which trading
arrangements exist;

and

(b) as including references to cases where a person is enabled to
obtain an amount as a member of a class or description of
persons, as well as where he is so enabled in his own right.

(3C) For the purposes of this section an amount is similar to the
expense incurred in the provision of any asset if it is, or is an amount of
money equivalent to—

(a) the amount of the expense so incurred; or
(b) a greater amount; or

(c) an amount that is less than that amount but not substantially
so.”

(4) In subsections (4) and (5) (meaning of “asset”), for the words
“subsection (2) above”, in each place where they occur, there shall be
substituted “this section”.

(5) After subsection (5) there shall be inserted the following subsection—

“(6) In this section—

‘EEA State’ means a State which is a Contracting Party to the
Agreement on the European Economic Area signed at Oporto
on 2nd May 1992 as adjusted by the Protocol signed at
Brussels on 17th March 1993;

‘family or household’ has the same meaning as it has, by virtue of
section 168(4), in Chapter Il of this Part;

‘fiscal warehousing regime’ means—

(a) a warehousing regime or fiscal warehousing regime
(within the meaning of sections 18 to 18F of the Valug994 c. 23.
Added Tax Act 1994); or

(b) any corresponding arrangements in an EEA State
other than the United Kingdom;

‘money’ includes money expressed in a currency other than sterling
orinthe European currency unit (as for the time being defined in
Council Regulation No. 3180/78/EEC or any Community
instrument replacing it); and

‘money debt’ means any obligation which falls to be, or may be,
settled—
() by the payment of money, or

(b) by the transfer of a right to settlement under an
obligation which is itself a money debt.”

(6) The preceding provisions of this section have effect in relation to any
asset provided on or after 6th April 1998 and shall be deemed, in accordance
with subsection (7) below, to have come into force on that date.
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PART Il (7) This section shall not be taken to have changed—

CHAPTERI (a) the amounts which were deductible by any person under section 203
of the Taxes Act 1988 at any time on or before the day on which
this Act is passed; or

(b) the amounts which should have been accounted for to the Baard
under section 203J(3) of that Act at any time on or before the fifth of
the month following that in which this Act is passed;

but, the amounts which (but for this subsection) would have been deductible,
or would have been amounts for which any person should have accounted,
shall be deducted or accounted for in accordance with any such provisio® as
may be made by regulations under section 203 of the Taxes Act 1988.

Enhancing the 66—(1) After section 203F of the Taxes Act 1988 there shall be inserted
valueofanasset.  the following section—
“PAYE: 203FA.—(1) Where—

enhancing the

value of an asset (a) any assessable income of an employee is provideibin

the form of anything enhancing the value of an
asset in which the employee or a member of his
family or household already has an interest, and

(b) that asset, with its value enhanced, would be treated
as a readily convertible asset for the purposex®f
section 203F if assessable income were provided to
the employee in the form of that asset at the time
of the enhancement,

that section shall have effect (subject to subsection (2)
below) as if the employee had been provided, at that tiege,
with assessable income in the form of the asset (with its
value enhanced), instead of with whatever enhanced its
value.

(2) Where section 203F has effect in accordance with
subsection (1) above, subsection (3) of that section siwll
apply as if the reference in subsection (3) of that section to
the provision of the asset were a reference to the
enhancement of its value.

(3) Subject to subsection (4) below, any reference in this
section to enhancing the value of an asset is a reference 85—

(a) the provision of any services by which that asset or
any right or interest in it is improved or otherwise
made more valuable,

(b) the provision of any property the addition of which
to the asset in question improves it or otherwige
increases its value, or

(c) the provision of any other enhancement by the
application of money or property to the
improvement of the asset in question or to securing
an increase in its value or in the value of any rigigt
or interest in it.

(4) PAYE regulations may make provision excluding
such matters as may be described in the regulations from the
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scope of what constitutes enhancing the value of an asset for PART IlI
the purposes of this section. CHAPTERI

(5) Expressions used in this section and in section 203F
have the same meanings in this section as in that section.”

(2) The preceding provisions of this section have effect in relation to any
assessable income provided on or after 6th April 1998 and shall be deemed, in
accordance with subsection (3) below, to have come into force on that date.

(3) This section shall not be taken to have changed—

(a) the amounts which were deductible by any person under section 203
of the Taxes Act 1988 at any time on or before the day on which
this Act is passed; or

(b) the amounts which should have been accounted for to the Board
under section 203J(3) of that Act at any time on or before the fifth of
the month following that in which this Act is passed;

but, the amounts which (but for this subsection) would have been deductible,
or would have been amounts for which any person should have accounted,
shall be deducted or accounted for in accordance with any such provision as
may be made by regulations under section 203 of the Taxes Act 1988.

67 —(1) After the section 203FA of the Taxes Act 1988 that is inserted Byins from share

section 66 above there shall be inserted the following section— options etc.

“PAYE: gains 203FB.—(1) This section applies where an event occurs

fromshare by virtue of which an amount is assessable on any person

options etc. (‘the relevant person’) by virtue of section 135, 140A(4) or
140D.

(2) If that event is the exercise of a right to acquire shares,
section 203F shall have effect, subject to subsection (7)
below, as if the relevant person were being provided—

(a) at the time he acquires the shares in exercise of that
right, and

(b) in respect of the office or employment by reason of
which he was granted the right,

with assessable income in the form of those shares.

(3) If that event is the assignment or release of a right to
acquire shares, sections 203 to 203F shall have effect,
subject to subsection (7) below—

(a) in so far as the consideration for the assignment or
release takes the form of a payment, as if so much
of that payment as does not exceed the amount
assessable by virtue of section 135 were a payment
of assessable income of the relevant person; and

(b) in so far as that consideration consists in the
provision of an asset, as if the provision of that
asset were the provision—

(i) to the relevant person, and

(i) in respect of the office or employment by
reason of which he was granted the right,

of assessable income in the form of that asset.
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(4) If that event is an event falling within subsection
(4)(@) or (b) of section 140A, sections 203 to 203F shall
have effect, subject to subsection (7) below, as if—

(a) the provision to the relevant person of the
employee’s interest in the shares included the
provision to him at the time of the event of a
further interest in those shares; and

(b) the further interest were not subject to any terms by
virtue of which it would fall for the purposes of
section 140A to be treated as only conditional. 10

(5) If that event is an event falling within subsection (3)
of section 140D, sections 203 to 203F shall have effect,
subject to subsection (7) below, as if the original provision
to the relevant person of the convertible shares or securities
included the provision to him at the time of the event of tt&
shares or securities into which they are converted.

(6) Subsection (5) above shall apply in a case where the
convertible shares or securities were themselves acquired by
means of a taxable conversion (as defined in section
140D(7)), or by a series of such conversions, as if 2be
reference to the original provision of the convertible shares
or securities were a reference to the provision of the shares
or securities which were converted by the earlier or earliest
conversion.

(7) Where section 203F has effect in accordance with 2y
of the preceding provisions of this section, subsection (3) of
section 203F shall apply as if the reference in that subsection
to the amount of income likely to be chargeable to tax under
Schedule E in respect of the provision of the asset were a
reference to the amount on which tax is likely to be
chargeable by virtue of section 135, 140A or 140D in respect
of the event in question.

(8) PAYE regulations may make provision for excluding
payments from the scope of subsection (3)(a) above in such
circumstances as may be specified in the regulations. 35

(9) In this section ‘asset’ means—
(&) any asset within the meaning of section 203F; or

(b) any non-cash voucher, credit-token or cash voucher
(as defined for the purposes of section 141, 142 or,
as the case may be, 143). 40

(10) Expressions used in this section and in any of
sections 135 and 140A to 140H have the same meanings in
this section as in that section, and any reference in this
section to—

(@ an event falling within subsection (4)(a) or (b) @%
section 140A, or

(b) an event falling within subsection (3) of section
140D,

includes a reference to an event which is treated for the
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purposes of that section as such an event by virtue of section ParT IlI
140A(8) or 140F(1).” CHAPTERI

(2) The preceding provisions of this section have effect in relation to
events occurring on or after 6th April 1998 and shall be deemed, in
accordance with subsection (3) below, to have come into force on that date.

(3) This section shall not be taken to have changed—

() the amounts which were deductible by any person under section 203
of the Taxes Act 1988 at any time on or before the day on which
this Act is passed; or

(b) the amounts which should have been accounted for to the Board
under section 203J(3) of that Act at any time on or before the fifth of
the month following that in which this Act is passed;

but, the amounts which (but for this subsection) would have been deductible,
or would have been amounts for which any person should have accounted,
shall be deducted or accounted for in accordance with any such provision as
may be made by regulations under section 203 of the Taxes Act 1988.

68—(1) For subsections (3) and (4) of section 203G of the Taxes Afiuchersand
1988 (conditions for theeceipt of a non-cash voucher to be treated ascigdit-tokens.
payment for PAYE purposes) there shall be substituted the following
subsections—

“(3) The first condition is fulfilled with respect to a non-cash
voucher if it is capable of being exchanged for anything which, if
provided to the employee at the time when the voucher is received,
would fall to be regarded as a readily convertible asset for the purposes of
section 203F.

(4) The second condition is fulfilled with respect to a non-cash
voucher if (but for section 203F(4)(b)) it would itself fall to be regarded as
a readily convertible asset for the purposes of section 203F.

(5) Subsection (5) of section 141 (time of receipt of voucher
appropriated to employee) shall apply for the purposes of this section
as it applies for the purposes of subsections (1) and (2) of that section.”

(2) In subsection (1) of section 203H of that Act (use of credit tokens to be
treated as payment for PAYE purposes), for paragraph (b) there shall be
substituted—

“(b) anything which, if provided to the employee at the time when
the credit-token is used, would fall to be regarded as a readily
convertible asset for the purposes of section 203F,”;

and subsection (2) of that section shall cease to have effect.

(3) In section 203l of that Act (cash vouchers), after subsection (2) there
shall be inserted the following subsection—

“(3) Subsection (2) of section 143 (time of receipt of voucher
appropriated to employee) shall apply for the purposes of this section
as it applies for the purposes of subsections (1) and (5) of that section.”

(4) The preceding provisions of this section have effect—

(a) in relation to non-cash vouchers or cash vouchers received on or
after 6th April 1998, and
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(b) in relation to any use of a credit-token on or after that date,

and shall be deemed, in accordance with subsection (5) below, to have come
into force on that date.

(5) This section shall not be taken to have changed—

() the amounts which were deductible by any person under section 203
of the Taxes Act 1988 at any time on or before the day on which
this Act is passed; or

(b) the amounts which should have been accounted for to the Board
under section 203J(3) of that Act at any time on or before the fifth of
the month following that in which this Act is passed; 10

but, the amounts which (but for this subsection) would have been deductible,
or would have been amounts for which any person should have accounted,
shall be deducted or accounted for in accordance with any such provision as
may be made by regulations under section 203 of the Taxes Act 1988.

69—(1) In section 203C of the Taxes Act 1988 (application of PAYE1®
payments to employees of a non-UK employer working for another where
payment made without deduction by the employer or his intermediary), in
subsection (1)(b), (c) and (d), after “of the employer” there shall be inserted
“or of the relevant person”.

(2) In that section, the following subsections shall be inserted after
subsection (3)—

“(3A) Where, by virtue of any of sections 203F to 203I, an employer
would be treated for the purposes of PAYE regulations (if they applied to
him) as making a payment of any amount to an employee, this section
shall have effect— 25

(&) as if the employer were also to be treated for the purposes of
this section as making an actual payment of that amount; and

(b) as if paragraph (a) of subsection (3) above were omitted.

(3B) References in this section to the making of any payment by an
intermediary of the relevant person shall be construed in accordamce
with subsection (4) of section 203B as if references in that subsection to
the employer were references to the relevant person.”

(3) For subsections (1) and (2) of section 203L of that Act (interpretation)
there shall be substituted the following subsections—

“(1) Subject to subsections (1A) and (1B) below and sectisn
203J(2)(b), in sections 203B to 203J—

‘employee’ means a person who holds or has held any office or
employment under or with another person; and

‘employer'—
(a) in relation to an employee, means a person undetoor

with whom that employee holds or has held an office or
employment; and

(b) in relation to any assessable income of an employee,
means the person who is the employer of that employee in
relation to the office or employment in respect of which
that income is or was provided or, as the case may be, by
reference to which it falls to be regarded as assessable.
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(1A) Subject to subsection (1B) below, where the remuneration PARTIII
receivable by an individual under or in consequence of any contracCHAPTERI
falls to be treated under section 134 (agency workers) as the
emoluments of an office or employment, sections 203B to 203K
(except section 203E) shall have effect as if that person held that office or
employment under or with the agency.

(1B) Where—

() the remuneration receivable by an individual under or in
consequence of any contract falls to be so treated under
section 134, and

(b) a payment of, or on account of, assessable income of that
individual is made by a person acting on behalf of the client
and at the expense of the client or a person connected with the
client,

section 203B and, in relation to any payment treated as made by the
client under section 203B, section 203J shall have effect in relation to
that payment as if the client and not the agency were the employer for
the purposes of sections 203B to 203K.

(1C) In subsections (1A) and (1B) above ‘the agency’ and ‘the
client’ have the same meanings as in section 134; and section 839
applies for the purposes of those subsections.

(2) In sections 203B to 203K and in this section ‘assessable’ means
assessable to income tax under Schedule E.”

(4) In section 144A(2) of that Act (payments etc. received free of tax),
after “employer” there shall be inserted “, in relation to any provision of
sections 203B to 203J, is a reference to the person taken to be the employer
for the purposes of that provision and”.

(5) The preceding provisions of this section have effect in relation to
payments made, assets provided and vouchers received at any time on or
after 6th April 1998 and in relation to any use of a credit-token on or after
that date.

(6) Nothing in this section shall be taken to have changed—

(a) the amounts which were deductible by any person under section 203
of the Taxes Act 1988 at any time on or before the day on which
this Act is passed; or

(b) the amounts which should have been accounted for to the Board
under section 203J(3) of that Act at any time on or before the fifth of
the month following that in which this Act is passed;

but, the amounts which (but for this subsection) would have been deductible,
or would have been amounts for which any person should have accounted,
shall be deducted or accounted for in accordance with any such provision as
may be made by regulations under section 203 of the Taxes Act 1988.

The enterprise investment scheme and venture capital trusts

70—(1) Schedule 12 to this Act (which amends the definition Qualifyingtrades
qualifying trade for the purposes of the enactments relating to the entergagelSand VCTs.
investment scheme and venture capital trusts) shall have effect.
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PART Il (2) In section 298(4) of the Taxes Act 1988 (power to amend sections 297
CHAPTERI and 298), for “section 297" there shall be substituted “sections 293 and 297".

(3) In paragraph 12(a) of Schedule 28B to that Act (power to amend
paragraphs 4 and 5 of that Schedule), for “4 and 5” there shall be substituted “3
to 5" 5

(4) The power conferred by subsection (2) above shall not be exercisable
in relation to any shares issued before 17th March 1998.

Pre-arrangedexits ~ 71—(1) After section 299A of the Taxes Act 1988 there shall be inserted
fromEIS. the following section—

“Pre-arranged 299B.—(1) An individual is not eligible for relief irmo
exits. respect of any shares in a company if the relevant
arrangements include—

(@) arrangements with a view to the subsequent
repurchase, exchange or other disposal of those
shares or of other shares in or securities of %
same company;

(b) arrangements for or with a view to the cessation of
any trade which is being or is to be or may be
carried on by the company or a person connected
with the company; 20

(c) arrangements for the disposal of, or of a substantial
amount of, the assets of the company or of a person
connected with the company;

(d) arrangements the main purpose of which, or one of
the main purposes of which, is (by means of azty
insurance, indemnity or guarantee or otherwise) to
provide partial or complete protection for persons
investing in shares in that company against what
would otherwise be the risks attached to making
the investment. 30

(2) The arrangements referred to in subsection (1)(a)
above do not include any arrangements with a view to such
an exchange of shares, or shares and securities, as is
mentioned in section 304A(1).

(3) The arrangements referred to in subsection (1)(b) ahd
(c) above do not include any arrangements applicable only
on the winding up of a company except in a case where—

(a) the relevant arrangements include arrangements for
the company to be wound up; or

(b) the company is wound up otherwise than for bata
fide commercial reasons.

(4) The arrangements referred to in subsection (1)(d)
above do not include any arrangements which are confined
to the provision—

(a) for the company itself, or 45

(b) in the case of a company which is a parent company
of a trading group, for the company itself, for the
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company itself and one or more of its subsidiaries PARTIlI
or for one or more of its subsidiaries, CHAPTERI

of any such protection against the risks arising in the course
of carrying on its business as it might reasonably be
expected so to provide in normal commercial circumstances.

(5) The reference in subsection (4) above to the parent
company of a trading group shall be construed in accordance
with the provision contained for the purposes of section 293
in that section.

(6) In this section ‘the relevant arrangements’ means—

(&) the arrangements under which the shares are issued
to the individual; and

(b) any arrangements made before the issue of the
shares to him in relation to or in connection with
that issue.

(7) In this section ‘arrangements’ includes any scheme,
agreement or understanding, whether or not legally
enforceable.”

(2) In section 307(6)(a) of that Act (interest on overdue tax where relief
withdrawn), after “289(6)” there shall be inserted “or 299B(1)".

(3) In section 310 of that Act (information powers), in subsection (5), after
“293(8)” there shall be inserted “, 299B(1)".

(4) For subsection (6) of that section there shall be substituted the
following subsection—

“(6) For the purposes of subsection (5) above the persons who are
persons concerned are—

(a) in relation to section 289(6), the claimant, the company and any
person controlling the company;

(b) in relation to section 291B(5), the claimant;

(c) in relation to section 293(8) or 308(2)(e), the company and any
person controlling the company; and

(d) in relation to section 299B(1), the claimant, the company and
any person connected with the company;

and for those purposes references in this subsection to the claimant
include references to any person to whom the claimant appears to have
made a transfer such as is mentioned in section 304(1) of any of the
shares in question.”

(5) The preceding provisions of this section apply in relation to shares
issued on or after 2nd July 1997.

72—(1) After paragraph 10 of Schedule 28B to the Taxes Act 1988 thenaalifying

shall be inserted the following paragraph— holdings for VCTs
after 2nd July

“Requirement that securities should not relate to a guaranteed loan997.

10A.—(1) The requirement of this paragraph is that there are no
securities relating to a guaranteed loan in the relevant holding.

(2) For the purposes of this paragraph a security relates to a
guaranteed loan if (and only if) there are arrangements for the trust
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PART Il company to be or become entitled, in the event of a failure by any
CHAPTERI person to comply with—

(a) the terms of the loan to which the security relates, or
(b) the terms of the security,
to receive anything (whether directly or indirectly) from a third party. 5
(3) For the purposes of sub-paragraph (2) above it shall be

immaterial whether the arrangements apply in all cases of a failure to
comply or only in certain such cases.

(4) For the purposes of this paragraph ‘third party’ means any person
except— 10

(&) the relevant company; and
(b) if the relevant company is the parent company of a trading

group for the purposes of paragraph 3 above, the subsidiaries
of the relevant company.”

(2) After the paragraph 10A inserted by subsection (1) above there shall
be inserted the following paragraph—

“Requirement that a proportion of the holding in each company must
be eligible shares

10B.—(1) The requirement of this paragraph is that eligible shares
represent at least 10 per cent. by value of the totality of the sharesda or
securities of the relevant company (including the relevant holding)
which are held by the trust company.

(2) For the purposes of this paragraph the value at any time of any
shares in or securities of a company shall be taken (subject to sub-
paragraph (4) below) to be their value immediately after— 25

(&) any relevant event occurring at that time; or
(b) where no relevant event occurs at that time, the last relevant
event to occur before that time.

(3) In sub-paragraph (2) above ‘relevant event’, in relation to any

shares in or securities of the relevant company, means— 30
(&) the acquisition by the trust company of those shares or
securities;

(b) the acquisition by the trust company of any other shares in or
securities of the relevant company which—

(i) are of the same description as those shares3sor
securities, and

(i) are acquired otherwise than by virtue of being
allotted to the trust company without that company’s
becoming liable to give any consideration;

or 40

(c) the making of any such payment in discharge, in whole or in
part, of any obligation attached to any shares in or securities
of the relevant company held by the trust company as (by
discharging that obligation) increases the value of any such
shares or securities. 45
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(4) If at any time the value of any shares or securities held by the ParT Il
trust company is less than the amount of the consideration given by th€HAPTERI
trust company for those shares or securities, it shall be assumed for the
purposes of this paragraph that the value of those shares or securities at
that time is equal to the amount of that consideration.

(5) In this paragraph ‘eligible shares’ has the same meaning as in
section 842AA.”

(3) Subject to subsections (4) and (5) below, the preceding provisions of
this section have effect in relation to accounting periods ending on or after
2nd July 1997.

(4) Subsection (1) above shall not have effect for the purpose of
determining whether any shares or securities acquired by a company by
means of the investment of—

(@) money raised by the issue before 2nd July 1997 of shares in or
securities of the trust company, or

(b) money derived from the investment by that company of any such
money,

constitute qualifying holdings of the trust company at any time.
(5) If at any time the requirement of paragraph 10B of Schedule 28B to
the Taxes Act 1988—

(a) would be satisfied in relation to a relevant holding and a company if
none of the old investments were held by the trust company at that
time, but

(b) would not otherwise be satisfied,
that paragraph shall apply in relation to that holding as if the old investments
were not held by the trust company at that time.
(6) In subsection (5) above, “old investments” means shares in or
securities of the relevant company acquired by means of the investment of—

(@) money raised by the issue before 2nd July 1997 of shares in or
securities of the trust company; or

(b) money derived from the investment of such money.

73—(1) In each of— Otherchangesto

(a) subsection (14) of section 842AA of the Taxes Act 1988, and {fg#gememg for
(b) sub-paragraph (1) of paragraph 6 of Schedule 15B to that Act,

(which define “eligible shares” for the purposes of enactments relating to
VCTs), the word “preferential”, in the second place where it occurs in that
subsection or sub-paragraph, shall be omitted.

(2) In paragraph 10(3) of Schedule 28B to that Act (subsidiary to be
qualifying subsidiary if it is a 90 per cent subsidiary), for “90”, wherever it
occurs, there shall be substituted “75”.

(3) In paragraph 3 of Schedule 28B to that Act, in sub-paragraph (3)
(requirement in relation to qualifying trade of relevant company or
qualifying subsidiary), for “qualifying subsidiary” there shall be substituted
“relevant qualifying subsidiary”; and after paragraph (b) of that sub-
paragraph there shall be inserted the following—

“and for the purposes of this sub-paragraph a company is a relevant
qualifying subsidiary of another company at any time when it would be a
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qualifying subsidiary of that company if ‘90’ were substituted for ‘75’
in every place where ‘75’ occurs in paragraph 10(3) below.”

(4) In paragraph 6 of Schedule 28B to that Act, in sub-paragraphs (1)(b),
(2A)(c) and (2B) (requirement as to use of money raised), for “qualifying
subsidiary”, wherever it occurs, there shall be substituted “relevant
qualifying subsidiary”; and after sub-paragraph (4) of that paragraph there
shall be inserted the following sub-paragraph—

“(5) For the purposes of this paragraph a company is a relevant
qualifying subsidiary of another company at any time when it would be a
qualifying subsidiary of that company if ‘90" were substituted for ‘786
in every place where ‘75’ occurs in paragraph 10(3) below.”

(5) The preceding provisions of this section have effect for the purpose of
determining whether shares or securities are, as at any time on or after 6th
April 1998, to be regarded as comprised in a company’s qualifying holdings.

74—(1) Schedule 13 to this Act, which amends the provisions mentiarted
in subsection (2) below, shall have effect.

(2) The provisions are—

(@) Chapter 1l of Part VII of the Taxes Act 1988 (EIS income tax
relief);

(b) sections 150A and 150B of the Taxation of Chargeable Gains2Act
1992 (EIS relief in respect of chargeable gains);

(c) Schedule 5B to that Act (EIS deferral of chargeable gains); and

(d) that Chapter as it has effect in relation to shares issued before 1st
January 1994 (BES income tax relief) and section 150 of that Act
(BES relief in respect of chargeable gains). 25

(3) Unless the contrary intention appears, the amendments made by that
Schedule have effect in relation to shares issued on or after 6th April 1998.

Individual savings accounts etc.

75—(1) After subsection (1) of section 333 of the Taxes Act 1988
(investment plans) there shall be inserted the following subsection— 30

“(1A) The plans for which provision may be made by the regulations
include, in particular, a plan in the form of an account the subscriptions to
which are to be invested in one or more of the ways authorised by the
regulations; and, accordingly, references in this section, or in any other
enactment, to a plan manager include references to the manager o8such
an account.”

(2) In subsection (3)(b) of that section (which allows for the imposition of
limits in relation to a plan), the words “and minimum periods for which
investments are to be held” shall be omitted.

(3) After paragraph (c) of subsection (4) of that section (provision #uat
may be included in regulations under section 333), there shall be inserted the
following paragraphs—

“(ca) adapting or modifying the provisions of Chapter Il of Part
Xl in relation to cases where—

(i) an investor ceases to be, and is treated as not haagng
been, entitled to relief from tax in respect of investments;
or
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(i) an investor who was not entitled to relief has been ParT Il
given relief on the basis that he was; CHAPTERI

(cb) securing that plan managers (as well as investors) are liable to
account for amounts becoming due from investors as a
consequence of any regulations made by virtue of paragraph
(ca) above;".

76—(1) Section 30 of the Finance (No. 2) Act 1997 (which provides, Tax credits for
relation to distributions on or after 6th April 1999, for the excess of tagcountsand for
credit over income tax liability tcease to be payable under section 231(3) BFPS-
the Taxes Act 1988 to persons who are not companies resident in the Unieod c. 58.
Kingdom) shall have effect in accordance with subsection (2) below in
relation to any distribution if—

(a) itis a distribution made before 6th April 2004;

(b) it is received by an individual in respect of an investment made
under a plan for which provision is made by regulations under
section 333 of the Taxes Act 1988 (individual savings accounts and
personal equity plans); and

(c) thatinvestment is one in respect of which that individual is entitled to
relief in accordance with such regulations.

(2) That section of that Act of 1997 shall have effect in relation to such a
distribution as if—

(a) subsection (5) of that section did not make the substitution set out in
paragraph (a) or the repeal set out in paragraph (b);

(b) subsections (6), (7) and (9) of that section were to be disregarded;
and

(c) the words “Subject to section 231A,” in section 231(3) of the Taxes
Act 1988 were omitted.

(3) The Treasury may by regulations make provision for individuals
who—

(&) are not resident in the United Kingdom, but

(b) have made investments under plans for which provision is made by
regulations under section 333 of the Taxes Act 1988,

to be treated in relation to any such investments as if they were so resident
for the purposes of any enactment conferring an entitlement to, or to the
payment of, tax credits.

(4) Subsection (4) of section 231 of the Taxes Act 1988 (persons treated
as in receipt of a tax credit) applies for the purposes of this section as it
applies for the purposes of that section.

(5) Schedule 8 to the Finance (No. 2) Act 1997 (repeals), so far as it
relates to the repeal made by section 30(5)(b) of that Act, shall have effect
subject to the preceding provisions of this section.

77—(1) In Chapter IV of Part VIl of the Taxes Act 1988, after sectiomhe insurance
333A there shall be inserted the following section— elementetc.
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333B.—(1) The Treasury may make regulations
providing exemption from tax for income from, and
chargeable gains in respect of, investments and deposits of
so much of an insurance company'’s long term business fund
as is referable to section 333 business. 5

(2) The Treasury may by regulations modify the effect of
section 30(4) of the Finance (No. 2) Act 1997 (which repeals
section 231(2) of the Taxes Act 1988 with effect from 6th
April 1999) in relation to distributions which—

() are made before 6th April 2004; and 10

(b) are received by an insurance company in respect of
investments of so much of its long term business
fund as is referable to section 333 business.

(3) Regulations under this section may make provision for
insurance companies that are not resident in the United
Kingdom to be treated, in relation to investments of so much
of their long term business funds as are referable to section
333 business—

(&) as if they were so resident for the purposes of any
enactment conferring an entitlement to, or to e
payment of, tax credits in respect of investments;
and

(b) as if such other conditions of any entitlement to, or
to the payment of, tax credits were also satisfied.

(4) Regulations under section 333 or this section may
include provision which, in relation to insurance companies
that are not resident in the United Kingdom—

(a) requires a person to be appointed to be responsible
for securing the discharge of any duties to which
such an insurance company is subject under 3be
regulations; and

(b) confers rights and powers, and imposes liabilities,
on a person so appointed;

and, without prejudice to the generality of paragraphs (a) and
(b) above, regulations made by virtue of this subsection rgay
include any provision corresponding to any that, in relation
to a European institution, may be made under section 333A.

(5) Regulations under this section may provide that an
insurance company—

(&) shall comply with any notice served on it by thae
Board which requires it, within a prescribed period,
to make available for the Board's inspection
documents (of a prescribed kind) relating to, or to
matters connected with, its past or present section
333 business; and 45

(b) shall, within a prescribed period of being required to
do so by the Board, furnish to the Board
information (of a prescribed kind) about its past or
present section 333 business or any matters
connected with it. 50
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(6) Any power of the Treasury under this section to make PaRrTIII
provision by regulations in relation to insurance companies CHAPTERI
shall include power by regulations to make such
corresponding provision in relation to friendly societies as
the Treasury think fit.

(7) Regulations under this section may—

(a) for purposes connected with any exemption from tax
conferred by virtue of subsection (1) above, apply
or modify any of the provisions of the Tax Acts;

(b) make different provision for different cases;

(c) include such incidental, supplemental, consequential
and transitional provision as the Treasury may
consider appropriate.

(8) In this section—

‘friendly society’ has the same meaning as in Chapter I
of Part XII;

‘insurance company’ means an insurance company
within the meaning of the Insurance Companiem®s2 c. 50.
Act 1982,

‘long term business fund’ has the same meaning as in
Chapter | of Part XIl;

‘prescribed’ means prescribed by regulations under this
section;

‘section 333 business’, in relation to an insurance
company, means the business of the company that
is attributable to the making of investments with
that company under plans for which provision is
made by regulations under section 333.”

(2) In each of the columns of the Table in section 98 of the Tax&sr0 c. 9.
Management Act 1970 (penalties for failure to comply with notice or to
furnish information), after the entry relating to regulations under section 333
of the Taxes Act 1988 there shall be inserted the following entry—

“regulations under section 333B;".

78. In subsection (3) of section 326A of the Taxes Act 1988 (accouritasing outof
must be opened on or after 1st January 1991), after “1991” there shallB8SAs.
inserted “and before 6th April 1999".

Relief for interest and losses etc.

79—(1) At the end of subsection (3A) of section 360 of the Taxes ARtliefforloanto
1988 (loan to buy interest in close company) there shall be inserted ag@uire interestin
words “or makes a claim in respect of them under Schedule 5B to the 13§!9secompany.
Act”.

(2) This section has effect in relation to shares acquired on or after 6th
April 1998.
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PART Il 80—(1) At the beginning of subsection (1) of section 576 of the Taxes
CHAPTERI Act 1988 (provisions supplementary to sections 573 to 575) there shall be

Reliefforlosseson inserted the words “Subject to subsections (1A) and (1B) below,”.

unlisted sharesin . . .
tradingcompanies.  (2) After that subsection there shall be inserted the following

subsections— 5

“(1A) Subsection (1B) below applies where the holding mentioned
in subsection (1) above comprises any of the following, namely—

(&) shares issued before 1st January 1994 in respect of which relief
has been given under Chapter Ill of Part VII and has not been
withdrawn; 10

(b) shares issued on or after that date to which relief under that
Chapter is attributable; and

(c) shares to which deferral relief (within the meaning of Schedule
5B to the 1992 Act) is attributable.

(1B) Any such question as is mentioned in subsection (1) abi@ve
shall not be determined as provided by that subsection, but shall be
determined instead—

(@) in the case of shares issued before 1st January 1994, as
provided by subsections (3) to (4C) of section 299 as it has
effect in relation to such shares; and 20

(b) in the case of shares issued on or after that date, as provided by
subsections (6) to (6D) of that section as it has effect in
relation to such shares.”

(3) For subsection (4) of that section there shall be substituted the
following subsections— 25

“(4) For the purposes of sections 573 to 575 and this section a
qualifying trading company is a company which at all times in the
relevant period has been an unquoted company (within the meaning
given by section 312) and which—

(a) either— 30

(i) is an eligible trading company on the date of the
disposal; or

(i) has ceased to be an eligible trading company at a
time which is not more than three years before that date
and has not since that time been an excluded compangsan
investment company or a trading company that is not an
eligible trading company; and

(b) either—

(i) has been an eligible trading company for a
continuous period of six years ending on that date or at tioat
time; or

(i) has been an eligible trading company for a shorter
continuous period ending on that date or at that time and
has not before the beginning of that period been an
excluded company, an investment company or a tradifg
company that is not an eligible trading company; and

(c) has carried on its business wholly or mainly in the United
Kingdom throughout the relevant period.
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(4A) A company is an eligible trading company for the purposes of ParTIll
subsection (4) above at any time when, or in any period throughouCHAPTERI
which, it would comply with the requirements of section 293 if—

(a) the provisions mentioned in subsection (4B) below were
omitted;

(b) the references in subsection (6) of section 293 to dissolution
were omitted and the condition in paragraph (b) of that
subsection were a condition that the company continue to be a
trading company within the meaning of subsection (5) below;

(c) the reference in section 293(6A) to the eligible shares were a
reference to the shares in respect of which relief is claimed
under section 573 or 574;

(d) any reference in section 293, 297 or 308 to the relevant period
were a reference to the time that is relevant for the purposes
of subsection (4)(a) above or, as the case may require, the
continuous period that is relevant for the purposes of
subsection (4)(b) above;

(e) the reference in section 304A(1)(e)(i) to eligible shares were a
reference to shares in respect of which relief is claimed under
section 573 or 574;

(f) references in section 304A(3) to an individual were references
to a person;

(9) the reference in section 304A(4) to section 304 were a
reference to section 574(3)(b); and

(h) the reference in section 304A(6) to the expressions ‘eligible
shares’ and ‘subscriber shares’ were a reference to the
expression ‘subscriber shares’.

(4B) The provisions are—

(a) in section 293, the words ‘Subject to section 294, in subsection
(1), the words ‘an unquoted company and be’ in subsection
(2), and subsections (8A) and (8B);

(b) sections 294 to 296;

(c) in section 298(5), the words ‘and section 312(1A)(b) shall
apply to determine the relevant period for the purposes of that
section’;

(d) in section 304A, subsections (1)(e)(ii) and (2)(b), in subsection
(3), the words ‘to which relief becomes so attributable’ and
paragraphs (c) and (d), in subsection (4), the words ‘to which
relief becomes so attributable’ and paragraphs (c) and (d), and
subsection (5); and

(e) section 308(5A).”

(4) In subsection (5) of that section—

(@) in the definition of “excluded company”, for the words “dealing in
shares, securities, land, trades or commaodity futures” there shall be
substituted the words “dealing in land, in commodities or futures or
in shares, securities or other financial instruments,”;

(b) in the definition of “relevant period”, for the words “subscribed for”
there shall be substituted the word “issued”;
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(c) for the definition of “shares” there shall be substituted the following
definition—

shares'—

(&) except in subsections (1A) and (1B) above,
includes stock; but 5

(b) except in the definition of ‘excluded
company’, does not include shares or stock not
forming part of a company's ordinary share
capital;”; and

(d) in the definition of “trading group”, the words “or not resident in the
United Kingdom” shall cease to have effect.

(5) In this section—

(a) subsections (1) and (2) have effect in relation to disposals made on
or after 6th April 1998; and

(b) subsections (3) and (4) have effect in relation to shares issued o8 or
after that date.

81—(1) Section 403C of the Taxes Act 1988 (which imposes limits,
based on the former section 403(9), on the amounts which may be set off
where the surrendering company or, as the case may be, the claimant
company is a member of a consortium) shall be amended as follows. 20

(2) In subsection (1)(a) (case where the surrendering company is a
member of the consortium) for “surrendering company” there shall be
substituted “claimant company”.

(3) In subsection (2)(a) (case where the claimant company is a member of
the consortium) for “claimant company” there shall be substituted
“surrendering company”.

(4) In consequence of the amendments made by subsections (2) and (3)
above, in subsection (3) (which defines “the relevant fraction” by reference
to the member company’s share in the consortium)—

(a) in paragraph (a) (meaning in a case falling within subsection (1)3dor
“surrendering company’s” there shall be substituted “claimant
company’s”; and

(b) in paragraph (b) (meaning in a case falling within subsection (2)) for
“claimant company’s” there shall be substituted “surrendering
company’s”. 35

(5) Section 403C of the Taxes Act 1988 and Schedule 7 to the Finance
(No. 2) Act 1997 (which, among other things, inserted that section into the
Taxes Act 1988) shall have effect, and be deemed always to have had effect, as
if that section had been originally enacted in that Schedule with the
amendments made by this section. 40

82—(1) In section 83 of the Finance Act 1996 (non-trading deficit on
loan relationships), for subsections (3) and (4) substitute—

“(3) So much of the deficit for the deficit period as is not the subject of a
claim under subsection (2) above shall be carried forward and treated as a
deficit for the next accounting period. 45



10

15

20

25

30

35

40

45

Finance (No. 2) 67

(4) An amount carried forward to an accounting period under PaRrTIII
subsection (3) above— CHAPTERI

(&) may be the subject of a claim under paragraph (d) of subsection
(2) above, but not under any other paragraph of that
subsection, and

(b) shall be disregarded for the purposes of any claim under that
subsection relating to a deficit arising in that period.”.

(2) The following amendments of Schedule 28A to the Taxes Act 1998
(change in ownership of investment company: deductions) are consequential
on the amendment in subsection (1) above—

(&) in paragraph 6(db), omit “(dc) or”;
(b) in paragraph 6(dc), for “debit given for that accounting period by”
substitute “deficit carried forward to thatcounting period under”;

(c) in paragraph 11(2), omit paragraph (a);
(d) in paragraph 13(1)(eb), omit “(ec) or”;
(b) in paragraph 13(1)(ec), for “debit given for that accounting period

by” substitute “deficit carried forward to thatccounting period
under”.

(3) The amendments made by this section shall be deemed always to have
had effect.

Capital allowances

83—(1) In subsection (1) of section 22 of the Capital Allowances A€irst-year
1990 (which provides for first-year allowances at the rate, in the casealgfvances for
expenditure falling within subsection (3B), of 40 per cent.), after “(382‘;”6‘"‘3”3'”65563
there shall be inserted “or (3D)”. ¢

(2) After subsection (3C) of that section there shall be inserted tte30c. 1.
following subsection—

“(3D) This section applies to the following expenditure except in so
far as it is expenditure to which Chapter IVA applies, that is to say—

(a) any expenditure which, disregarding any effect of section 83(2)
on the time at which it is to be treated as incurred, is incurred
by a small company or a small business in the period
beginning with 2nd July 1998 and ending with 1st July 1999;
and

(b) any additional VAT liability incurred in respect of expenditure

to which this section applies by virtue of paragraph (a)
above.”

(3) In each of subsections (4), (6B) and (6C) of that section, after “(3C)”
there shall be inserted “or (3D)".

(4) In sections 23(6), 42(9), 44(5), 46(8), 48(7) and 50(3) and (4A) of that
Act (which contain provisions relating to the temporary first-year allowances
under section 22(3B) and (3C) of that Act), for the words “or (3C)”, in each
place where they occur, there shall be substituted “, (3C) or (3D)".

(5) In section 39(2)(a) of that Act (definition of qualifying purpose), for
“subsections (2) to (3C)” there shall be substituted “subsections (2) to (3D)”.
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(6) In section 43(5) of that Act (provisions relating to joint lessees in
cases involving new expenditure), after “(3C)” there shall be inserted “or

(3D)".

(7) The preceding provisions of this section have effect in relation to
every chargeable period ending on or after 2nd July 1998. 5

Insurance, insurance companies and friendly societies

84. Schedule 14 to this Act (which makes provision in relation to the
taxation of life policies etc under Chapter Il of Part XIll of the Taxes Act

1988) shall have effect.

85. After section 552 of the Taxes Act 1988 (duty of insurers to provide
certain information) there shall be inserted—

“Tax

552A.—(1) This section has effect for the purpose of

representatives. securing that, where it applies to an overseas insurer, another

person is the overseas insurer’s tax representative.

(2) In this section “overseas insurer” means a person 1ot
resident in the United Kingdom who carries on, or has at any
time carried on, a business which consists of, or includes,
the provision in the United Kingdom of services under—

(a) policies of life insurance,
(b) contracts for life annuities, or 20
(c) capital redemption policies,
otherwise than through a branch or agency of his in the
United Kingdom.

(3) This section applies to an overseas insurer—
(a) if the condition in subsection (4) below is satisfiesl
on the designated day; or

(b) where that condition is not satisfied on that day, if it
has subsequently become satisfied.

(4) The condition mentioned in subsection (3) above is
that— 30
(a) there are in force relevant insurances the obligations
under which are obligations of the overseas insurer
in question or of an overseas insurer connected
with him; and
(b) the total amount or value of the gross premiums pagd
under those relevant insurances is £1 million or
more.

(5) In this section “relevant insurance” means any policy
of life insurance, contract for a life annuity or capital
redemption policy in relation to which this Chapter hées
effect and in the case of which—

(&) the holder is resident in the United Kingdom;
(b) the obligations of the insurer are obligations of a
person not resident in the United Kingdom; and
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(c) those obligations are not attributable to a branch or ParTIII
agency of that person’s in the United Kingdom. CHAPTERI

(6) Before the expiration of the period of three months
following the day on which this section first applies to an
overseas insurer, the overseas insurer must nominate to the
Board a person to be his tax representative.

(7) A person shall not be a tax representative unless—

(@) if he is an individual, he is resident in the United
Kingdom and has a fixed place of residence there,
or

(b) if he is not an individual, he has a business
establishment in the United Kingdom,

and, in either case, he satisfies such other requirements (if
any) as are prescribed in regulations made for the purpose by
the Board.

(8) A person shall not be an overseas insurer's tax
representative unless—

(& his nomination by the overseas insurer has been
approved by the Board; or

(b) he has been appointed by the Board.

(9) The Board may by regulations make provision
supplementing this section; and the provision that may be
made by any such regulations includes provision with
respect to—

(a) the making of a homination by an overseas insurer
of a person to be his tax representative;

(b) the information which is to be provided in
connection with such a nomination;

(c) the form in which such a nomination is to be made;

(d) the powers and duties of the Board in relation to
such a nomination;

(e) the procedure for approving, or refusing to approve,
such a nomination, and any time limits applicable
to doing so;

(H the termination, by the overseas insurer or the Board,
of a person’s appointment as a tax representative;

(g) the appointment by the Board of a person as the tax
representative of an overseas insurer (including the
circumstances in which such an appointment may
be made);

(h) the nomination by the overseas insurer, or the
appointment by the Board, of a person to be the tax
representative of an overseas insurer in place of a
person ceasing to be his tax representative;

()) circumstances in which an overseas insurer to whom
this section applies may, with the Board's
agreement, be released (subject to any conditions
imposed by the Board) from the requirement that
there must be a tax representative;
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(k) appeals to the Special Commissioners against
decisions of the Board under this section or
regulations under it.

(10) The provision that may be made by regulations under
subsection (9) above also includes provision for or
connection with the making of other arrangements between
the Board and an overseas insurer for the purpose of
securing the discharge by or on behalf of the overseas
insurer of the relevant duties, within the meaning of section
552B. 10

(11) Section 839 (connected persons) applies for the
purposes of this section.

(12) In this section—
“the designated day” means such day as the Board may

specify for the purpose in regulations; 15
“tax representative” means a tax representative under
this section.

Duties ofoverseas 552B.—(1) It shall be the duty of an overseas insurer’s
insurers’ tax

representatives. the gyerseas insurer's behalf) that the relevant duties2are

tax representative to secure (where appropriate by acting on

discharged by or on behalf of the overseas insurer.

(2) For the purposes of this section “the relevant duties”
are—

(a) the duties imposed by section 552,

(b) any duties imposed by regulations made unger
subsection (4A)(a) of that section, and

(c) any duties imposed by regulations made under
subsection (4A)(b) of that section by virtue of
subsection (4B) of that section,

so far as relating to relevant insurances under which ahe
overseas insurer in question has any obligations.

(3) An overseas insurer's tax representative shall be
personally liable—

(&) in respect of any failure to secure the discharge of
the relevant duties, and 35

(b) in respect of anything done for purposes connected
with acting on the overseas insurer’s behalf,

as if the relevant duties were imposed jointly and severally
on the tax representative and the overseas insurer.

(4) In the application of this section in relation to andg
particular tax representative, it is immaterial whether any
particular relevant duty arose before or after his
appointment.

(5) This section has effect in relation to relevant duties
relating to chargeable events happening on or after the4gay
by which section 552A(6) requires the nomination of the
overseas insurer’s first tax representative to be made.
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(6) Expressions used in this section and in section 552A PART IlI
have the same meaning in this section as they have in thaCHAPTERI
section.”

86. After section 553 of the Taxes Act 1988 (non-resident policies anderseas life

off-shore capital redemption policies) there shall be inserted— %SS_urance
usiness.
“Overseas life 553A.—(1) A policy of life insurance which, immediately
EISS_Ufance before the happening of a chargeable event or a relevant
usiness.

event—
(a) is an overseas policy, but
(b) is not a new non-resident policy,

shall, in relation to that event, be treated for the purposes of
this Chapter as if it were a new non-resident policy.

(2) A policy of life insurance which, immediately before
the happening of a relevant event—

(a) is an overseas policy, and
(b) is a new non-resident policy,

shall, in relation to that event, be taken for the purposes of
this Chapter not to be a qualifying policy.

(3) Where a chargeable event happens in relation to a new
non-resident policy, section 553(7) shall not have effect in
relation to the gain treated as arising in connection with the
policy on the happening of the chargeable event.

(4) In this section—

“new non-resident policy” means a new non-resident
policy as defined in paragraph 24 of Schedule 15
(and in subsections (2) and (3) above includes a
policy treated as such by virtue of subsection (1)
above);

“overseas policy” means a policy of life insurance
which, by virtue of section 431D(1)(a), forms part
of the overseas life assurance business of an
insurance company or friendly society;

“relevant event”, in relation to a policy of life insurance,
means an event which would be a chargeable event
in relation to that policy if the policy were assumed
not to be a qualifying policy.

(5) This section applies in relation to chargeable events
and relevant events happening on or after 17th March 1998
in relation to policies of life insurance issued in respect of
insurances made on or after that date.

(6) A policy of life insurance issued in respect of an
insurance made before 17th March 1998 shall be treated for
the purposes of this section as issued in respect of one made
on or after that date if it is varied on or after that date so as to
increase the benefits secured or to extend the term of the
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PART I insurance; and any exercise of rights conferred by the policy
CHAPTERI shall be regarded for this purpose as a variation.”

Personal portfolio 87. In Chapter Il of Part Xlll of the Taxes Act 1988 (life policies, life
bonds. annuities and capital redemption policies) after section 553A (whichsis
inserted by section 86 above) there shall be inserted—

“Personal 553B.—(1) The Treasury may by regulations make
portfoliobonds. provision imposing a yearly charge to tax in relation to
personal portfolio bonds (“yearly” being construed for this
purpose by reference to years as defined in section 546(4)).

(2) Subject to any provision to the contrary made by the
regulations, any charge to tax under this section is in
addition to any other charge to tax under this Chapter.

(3) The regulations may make provision with respect to or
in connection with all or any of the following— 15

() the method by which the charge to tax, or any relief,
allowance or deduction against or in respect of the
tax, is to be imposed or given effect;

(b) the person who is to be liable for the tax;

(c) the periods for or in respect of which the tax is to be
charged;

(d) the amounts in respect of which, or by reference to
which, the tax is to be charged;

(e) the period or periods by reference to which those
amounts are to be determined,; 25

(H the rate or rates at which the tax is to be charged;

(9) any reliefs, allowances or deductions which are to be
given or made against or in respect of the tax;

(h) the administration of the tax.

(4) The provision that may be made by the regulati@os
includes provision for imposing the charge to tax by a
method which involves—

(a) treating an event described in the regulations as if it
were a chargeable event;

(b) treating an amount determined in accordance v@ish
the regulations as if it were a gain treated as arising
on the happening of a chargeable event;

(c) deeming an amount determined in accordance with
the regulations to be income of a person or body of
persons (or to be part of the aggregate incomet®f
the estate of a deceased person); or

(d) applying section 740, with or without modification,
in relation to an amount determined in accordance
with the regulations.

(5) The provision that may be made in the regulaticrs
includes provision for the amount or amounts in respect of
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which, or by reference to which, the tax is to be charged for ParT Il
periods beginning after the coming into force of the CHAPTERI
regulations to be determined in whole or in part by reference
to periods beginning or ending, premiums paid, or events

5 happening, before, on or after the day on which the Finance
Act 1998 is passed.

(6) The regulations may make provision excluding, or
applying (with or without modification), other provisions of
this Chapter in relation to policies or contracts which are

10 also personal portfolio bonds.

(7) In this section, “personal portfolio bond” means a
policy of life insurance, contract for a life annuity or capital
redemption policy under whose terms—

(@ some or all of the benefits are determined by
15 reference to the value of, or the income from,
property of any description (whether or not
specified in the policy or contract) or fluctuations
in, or in an index of, the value of property of any
description (whether or not so specified); and

20 (b) some or all of the property, or such an index, may be
selected by, or by a person acting on behalf of, the
holder of the policy or contract or a person
connected with him (or the holder of the policy or
contract and a person connected with him);

25 but a policy or contract is not a personal portfolio bond if the
only property or index which may be so selected is of a
description prescribed for this purpose in the regulations.

(8) The regulations may prescribe additional conditions
which must be satisfied if a policy or contract is to be a
30 personal portfolio bond.

(9) The regulations—

(@ may make different provision for different cases,
different circumstances or different periods; and

(b) may make incidental, consequential, supplemental
35 or transitional provision.

(10) In this section, “holder”, in the case of a policy or
contract held by two or more persons, includes a reference to
any of those persons.

(11) Section 839 (connected persons) applies for the
40 purposes of this section.”

88—(1) The repeal by section 30(4) of the Finance (No. 2) Act 1997 miktributionsto
section 231(2) of the Taxes Act 1988 (payment of tax credit to a compdigndly societies.
resident in the UK) shall not have effectin relation to any distribution made to9®7 c. 58.

45 friendly society before 6th April 2004 which is—

(&) a distribution to a friendly society all of whose profits are exempt
from corporation tax by virtue of section 460(1) of the Taxes Act
1988 (life or endowment business of friendly society); or
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(b) a distribution not falling within paragraph (a) above in relation to
which exemption is given under section 460(1) of that Act.

(2) In relation to any distribution falling within paragraph (a) or (b) of
subsection (1) above—

() paragraph 3 of Schedule 4 to the Finance (No. 2) Act 1997 (whigh,
from 6th April 1999, repeals certain provisions about claims for tax
credits for accounting periods to which self-assessment applies)
shall have effect as if the reference in sub-paragraph (2) of that
paragraph to 6th April 1999 were a reference to 6th April 2004; and

(b) paragraph 2 of that Schedule (which repeals certain provisions aleout
claims for tax credits for earlier periods) shall have no effect.

(3) In the case of any distribution falling within paragraph (b) of
subsection (1) above, paragraph 12 of Schedule 3 to the Finance (No. 2) Act
1997 (which defers the coming into force of paragraphs 10 and 11 in relation to
friendly societies) shall have effect as if the reference in sub-paragraph () of
that paragraph to 6th April 1999 were a reference to 6th April 2004.

(4) Schedule 8 to the Finance (No. 2) Act 1997 (repeals), so far as it
relates to any repeal referred to in the preceding provisions of this section,
shall have effect subject to those provisions.

89—(1) In Schedule 19AB to the Taxes Act 1988 (provisional
repayments with respect to pension business) in paragraph 3 (recovery of
excessive repayments) after sub-paragraph (1) there shall be inserted—

“(1ZA) In its application by sub-paragraph (1) above, section 30 of
the Management Act shall have effect as if, instead of the provision
made by subsection (5), it provided that an assessment under3hat
section by virtue of sub-paragraph (1) above is not out of time under
section 34 of that Act if it is made no later than the end of the
accounting period following that in which the assessment mentioned in
paragraph (a) of that sub-paragraph is finally determined.”

(2) The amendment made by subsection (1) above has effect in relat@m to
accounting periods beginning at any time after 1st October 1992 and ending
before the day appointed under section 199 of the Finance Act 1994.

Pensions

90. Schedule 15 to this Act (which makes provision in relation to cases
where a scheme has been approved for the purposes of Chapter | of Part ZV of
the Taxes Act 1988 or an approval for those purposes has ceased to have
effect) shall have effect.

91—(1) In section 596A(4) of the Taxes Act 1988 (charge to tax on
benefits under non-approved schemes: amount charged to tax), for paragraph
(b) substitute— 40

“(b) in the case of a non-cash benefit, whichever is the greater of—

(i) the amount which would be chargeable to tax under
section 19(1) if the benefit were taxable as an emolument
of the employment under Case | of Schedule E, or
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(i) the cash equivalent of the benefit determined in ParTIII
accordance with section 596B.". CHAPTER
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(2) In section 596B(9) of that Act (supplementary provisions: person by
whom expenditure incurred on improvement of living accommodation), for
paragraph (b) substitute—

“(b) the employer or former employer; or

(c) any person, other than the recipient, who is connected with a
person falling within paragraph (a) or (b) above.”.

(3) After section 596B of that Act insert—

“Notionalinterest 596C.—(1) This section applies where a person is

treatedas paidif chargeable to tax under section 596A in any year of

%ngg‘ég‘;rged assessment on an amount which consists of or includes an

beneficialloan, &mount representing the_cash equwale_znt of the benefit pf a
loan determined (by virtue of section 596B(1)(a)) in
accordance with Part Il of Schedule 7.

(2) Where this section applies, the person chargeable is
treated as having paid interest on the loan of the same
amount as the cash equivalent so determined.

(3) The interest is treated as paid for all the purposes of
the Tax Acts (other than those relating to the charge under
section 596A) but not so as to make it—

(&) income of the person making the loan, or
(b) relevant loan interest to which section 369 applies
(mortgage interest payable under deduction of tax).

(4) The interest is treated as accruing during and paid at
the end of the year of assessment or, if different, the period in
that year during which the loan is outstanding.”.

(4) This section applies to benefits received in the year 1998-99 and
subsequent years of assessment.

92—(1) After section 638 of the Taxes Act 1988 there shall be insertepproval of
the following section— personal pension
schemes.
“Powerto 638A.—(1) The Board—
Pégtsrﬂ%i . (a) may by regulations restrict their discretion to
on . )
approval. approve a personal pension scheme; and

(b) shall not approve any such scheme if to do so would
be inconsistent with any regulations under this
section.

(2) The restrictions that may be imposed by regulations
under this section may be imposed by reference to any one
or more of the following, that is to say—

(&) the benefits for which the scheme provides;

(b) the investments held for the purposes of the scheme;
(c) the manner in which the scheme is administered;

(d) any other circumstances whatever.
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PART Il (3) The following provisions of this section apply
CHAPTERI where—
(@ any regulations are made under this section
imposing a restriction (‘the new restriction’) on the
Board’s discretion to approve a personal pensian
scheme;

(b) the new restriction did not exist immediately before
the making of the regulations; and

(c) that restriction is one imposed by reference to
circumstances other than the benefits for which tbe
scheme provides.

(4) Subject to subsections (5) and (6) below, a personal
pension scheme which is an approved scheme immediately
before the day on which the regulations imposing the new
restriction come into force shall cease to be approved atithe
end of the period of 36 months beginning with that day if, at
the end of that period, the scheme—

(a) contains a provision of a prohibited description, or

(b) does not contain every provision which is a
provision of a required description. 20

(5) The Board may by regulations provide that subsection
(4) above is not to apply in the case of the inclusion of such
provisions of a prohibited description, or in the case of the
omission of such provisions of a required description, as
may be specified in the regulations. 25

(6) For the purposes of subsection (4) above—

(@) a provision contained in a scheme shall not be
treated as being of a prohibited description to the
extent that it authorises the retention of an
investment held immediately before the day of tbe
making of the new regulations; and

(b) so much of any provision contained in a scheme as
authorises the retention of an investment held
immediately before that day shall be disregarded in
determining if any provision of the scheme is of3a
required description.

(7) In this section—

(a) references to a provision of a prohibited description
are references to a provision of a description
which, by virtue of the new restriction, is 40
description of provision which, if contained in a
personal pension scheme, would prevent the Board
from approving it; and

(b) references to a provision of a required description
are references to a provision of a descriptiah
which, by virtue of the new restriction, is a
description of provision which must be contained
in a personal pension scheme before the Board may
approve it.”
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(2) Accordingly, in section 631(2) of that Act (power to approve schemes) ParT llI
for “638” there shall be substituted “638A". CHAPTERI

93—(1) After section 650 of the Taxes Act 1988 (withdrawal dfersonalpensions:

approval) there shall be inserted the following section— chargeon
withdrawal of

“Charge on 650A.—(1) Where any personal pension arrangemeagsproval.
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cease to be approved arrangements by virtue of the exercise
by the Board of their power under section 650(2), tax shall
be charged in accordance with this section.

(2) The tax shall be charged under Case VI of Schedule D
at the rate of 40 per cent. on an amount equal to the value
(taking that value at the relevant time) of the appropriate part
of the assets held at that time for the purposes of the relevant
scheme.

(3) In subsection (2) above—

‘the appropriate part’, in relation to the value of any
assets, is so much of those assets as is properly
attributable, in accordance with the provisions of
the scheme and any just and reasonable
apportionment, to the arrangements in question;
and

‘the relevant time’ means the time immediately before
the date from which the Board's approval is
withdrawn.

(4) Subject to subsection (5) below, the person liable for
the tax charged under this section shall be the scheme
administrator for the relevant scheme.

(5) If, in any case where an amount of tax has been
charged under this section and has not been paid—

(a) there is at any time no person who, as the scheme
administrator for the relevant scheme, may be
assessed to that amount of tax, or is liable to pay it,

(b) the scheme administrator for that scheme cannot for
the time being be traced,

(c) there has been such a failure by the scheme
administrator for that scheme to meet a liability to
pay that amount as the Board consider to be a
failure of a serious nature, or

(d) it appears to the Board that a liability of the scheme
administrator for that scheme to pay that amount of
tax is a liability that he will be, or (were there an
assessment) would be, unable to meet out of assets
held in accordance with the scheme for the
purposes of those arrangements,

the Board shall be entitled to assess the unpaid tax on the
person who made the arrangements in question as if the tax
charged under this section, to the extent that it is unpaid,
were assessable under this section on that person, instead of
on the scheme administrator.
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(6) An assessment to tax made by virtue of subsection
(5)(c) above shall not be out of time if it is made within
three years after the date on which the tax which the scheme
administrator has failed to pay first became due from him.

(7) For the purposes of this section the value of an asset
is, subject to subsection (8) below, its market value,
construing ‘market value’ in accordance with section 272 of
the 1992 Act.

(8) Where an asset held for the purposes of a scheme is a
right or interest in respect of any money lent (directly 1r
indirectly) to any person mentioned in subsection (9) below,
the value of the asset shall be treated as being the amount
owing (including any unpaid interest) on the money lent.

(9) Those persons are—

(&) the person who (whether or not before the making ®f
the loan) made the arrangements in relation to
which the Board’s approval has been withdrawn;

(b) any other person who has at any time (whether or
not before the making of the loan) made
contributions under those arrangements; and 20

(c) any person connected, at the time of the making of
the loan or subsequently, with a person falling
within paragraph (a) or (b) above.

(10) In this section ‘the relevant scheme’, in relation to
any personal pension arrangements, means the scher2e in
accordance with which those arrangements were made.

(11) Section 839 shall apply for the purposes of this
section.”

(2) In section 650 of that Act (withdrawal of approval), the following
subsection shall be inserted after subsection (5)— 30

“(6) The power of the Board under this section to withdraw their
approval in relation to any arrangements made under a personal pension
scheme shall be exercisable for the purposes of section 650A
notwithstanding that the time from which the approval is withdrawn is a
time from which, by virtue of section 631(4) or 638A(4), the whae
scheme ceases to be an approved scheme.”

(3) After section 239A of the Taxation of Chargeable Gains Act 1992
there shall be inserted—

“Personal pension schemes

Withdrawal of 239B.—(1) This section applies where tax is chargedn
approval of accordance with section 650A of the Taxes Act (tax charged
approved on the withdrawal of the Board’'s approval in relation to
arrangements.

approved personal pension arrangements).

(2) For the purposes of this Act the appropriate part of the
assets which at the relevant time are held for the purposes of
the relevant scheme—

(&) shall be deemed to be acquired at that time for a
consideration equal to the amount on which tax is
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charged by virtue of section 650A(2) of the Taxes ParTIII

Act; but CHAPTERI
(b) shall not be deemed to be disposed of by any person
at that time.

(3) The person who shall be deemed in accordance with
subsection (2)(a) above to have acquired the appropriate part
of the assets shall be the person who would be chargeable in
respect of a chargeable gain accruing on a disposal of the
assets at the relevant time.

(4) In this section—

‘the appropriate part’ and ‘the relevant time’ have the
meanings given by subsection (3) of section 650A
of the Taxes Act for the purposes of subsection (2)
of that section; and

‘the relevant scheme’ has the same meaning as in that
section.”

(4) This section has effect in relation to any case in which the date from
which the Board's approval is withdrawn is a date on or after 17th March
1998, except a case where the notice under section 650(2) of the Taxes Act
1988 was given before that date.

94 —(1) After section 651 of the Taxes Act 1988 there shall be inserteébrmation

the following section— relating to personal
. pension schemes

“Information 651A.—(1) The Board may by regulations make any efc.

powers. the following provisions—

(&) provision requiring prescribed persons to furnish to
the Board, at prescribed times, information relating
to any of the matters mentioned in subsection (2)
below;

(b) provision enabling the Board to serve a notice
requiring prescribed persons to furnish to the
Board, within a prescribed time, particulars relating
to any of those matters;

(c) provision enabling the Board to serve a notice
requiring prescribed persons to produce to the
Board, within a prescribed time, documents
relating to any of those matters;

(d) provision enabling the Board to serve a notice
requiring prescribed persons to make available for
inspection on behalf of the Board books,
documents and other records, being books,
documents and records which relate to any of those
matters;

(e) provision requiring prescribed persons to preserve
for a prescribed time books, documents and other
records, being books, documents and records
which relate to any of those matters.
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PART Il (2) The matters referred to in subsection (1) above are—

CHAPTER (a) any personal pension scheme which is or has been
approved; and

(b) any personal pension arrangements which are or
have been approved. 5

(3) A person who fails to comply with regulations made
under subsection (1)(e) above shall be liable to a penalty not
exceeding £3,000.

(4) Regulations under this section may make different
provision for different descriptions of case. 10

(5) In this section ‘prescribed’ means prescribed by
regulations made under this section.”

(2) Section 652 of the Taxes Act 1988 (information about payments) shall
cease to have effect.

1970c. 9. (3) In the Table in section 98 of the Taxes Management Act 1950
(penalties for failure to provide information etc.)—

(d) in the first column, after the entry relating to regulations under
section 639 of the Taxes Act 1988 there shall be inserted the
following entry—

“regulations under section 651A(1)(b) to (d);”; 20
(b) in that column, the entry relating to section 652 of the Taxes Act
1988 shall be omitted; and

(c) in the second column, after the entry relating to regulations under
section 639 of the Taxes Act 1988 there shall be inserted the
following entry— 25

“regulations under section 651A(1)(a);".

(4) Subsections (2) and (3)(b) above shall come into force on such day as
the Treasury may by order appoint.

Noticestobegiven ~ 95—(1) After section 653 of the Taxes Act 1988 there shall be inserted
toscheme the following section— 30

administrator.
“Notices to be 653A.—(1) Where—

gg’ri?nti‘;tsrg?;me (a) the Board, or any officer of the Board, is authorised
' or required by or in consequence of any provision
of this Chapter to give a notice to the person who is
the scheme administrator of a personal pensien
scheme, but

(b) there is for the time being no scheme administrator
for that scheme or the person who is the scheme
administrator for that scheme cannot be traced,

that power or duty may be exercised or performed by givirng
that notice, instead, to the person specified in subsection (2)
below.
(2) That person is—
(&) the person who established the scheme; or
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(b) any person by whom that person has been directly or PaRT IlI
indirectly succeeded in relation to the provision of CHAPTERI
benefits under the scheme.

(3) The giving of a notice in accordance with this section
shall have the same effect as the giving of that notice to the
scheme administrator and, without prejudice to section
650A(5), shall not impose an additional obligation or
liability on the person to whom the notice is actually given.”

(2) This section has effect in relation to the giving of notices at any time
on or after the day on which this Act is passed.

96—(1) Part XIV of the Taxes Act 1988 (pension schemes etc.) shadkessmentson
have effect, and shall be deemed always to have had effect, with s¢heme
following section inserted as the first section of Chapter VI of that Part— administrators.

“Chargesand 658A.—(1) Tax charged under Chapter I or IV of this Part
assessments on on the administrator of a scheme—

dministrators.
adminisrators (&) shall be treated as charged on every relevant person
and be assessable by the Board in the name of the
administrator of the scheme, but

(b) shall not be assessable on any relevant person who,
at the time of the assessment, is no longer either
the administrator of the scheme or included in the
persons who are the administrator of the scheme.

(2) For the purposes of subsection (1) above a person is a
relevant person in relation to any charge to tax on the
administrator of a scheme if he is a person who at the time
when the charge is treated as arising or any subsequent time
is, or is included in the persons who are, the administrator of
the scheme.

(3) Where tax charged under Chapter | of this Part on the
administrator of a scheme is assessable by virtue of section
606 or 606A on a person who is not a relevant person for the
purposes of subsection (1) above, the assessment shall be
made by the Board.

(4) In this section ‘administrator’, in relation to a scheme,
means the person who is—

() the administrator of the scheme within the meaning
given by section 611AA, or
(b) the scheme administrator, as defined in section 630.

(5) This section is without prejudice to section 591D(4).”

(2) In section 9 of the Taxes Management Act 1970 (self-assessment)oito c. 9.
subsection (1), for “subsection (2)” there shall be substituted “subsections
(1A) and (2)"; and after that subsection there shall be inserted the following
subsection—

“(1A) The tax to be assessed on a person by a self-assessment shall
not include any tax which, under Chapter | or IV of Part XIV of the
principal Act, is charged on the administrator of a scheme (within the
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meaning of section 658A of that Act) and is assessable by the Board in
accordance with that section.”

(3) Subsection (2) above shall have effect for the year 1998-99 and

subsequent years of assessment and shall be deemed to have had effect for
the years 1996-97 and 1997-98. 5

Futures and options

97—(1) In Schedule 5AA to the Taxes Act 1988 (guaranteed returns on

provisionsrelating transactions in futures and options), the following paragraph shall be inserted
after paragraph 4—

to guaranteed
returns.

“Futures running to delivery and options exercised 10

4A.—(1) This paragraph applies where for the purposes of this
Schedule—

(a) there are or, apart from section 144(2) or (3) of the 1992 Act,
would be two or more related transactions;

(b) one of those transactions is or would be the creatiom%or
acquisition (by the making oreceiving of a grant or
otherwise) of a future or option;

(c) the other transaction, or one of the other transactions, is or
would be the running of the future to delivery or the exercise
of the option; and 20

(d) the transaction mentioned in paragraph (c) above is not treated
for those purposes as a disposal of a future or option.

(2) This Schedule shall have effect in relation to the parties to the
future or option as if the transaction specified in sub-paragraph (3)
below— 25

(a) were a transaction for which the scheme or arrangements by
reference to which the transactions are related transactions
provided; and

(b) were a transaction which in fact takes place at the time (‘the
relevant time’) immediately before the future runs to delivexy
or, as the case may be, the option is exercised.

(3) That transaction is a disposal of the future or option which—

(&) in the case of a person whose rights and entitlements under the
future or option have a market value at the relevant time,
consists in a disposal for a consideration equal to that magket
value; and

(b) inthe case of any other party to the future or option, consists in a
disposal which—

(i) is made for a nil consideration; and
(il) involves that person in incurring costs equal to the
amount specified in sub-paragraph (4) below.

(4) That amount is the amount which that party to the future or
option might reasonably have been expected to pay, in a transaction at
arm’s length entered into at the relevant time, for the release of his
obligations and liabilities under the future or option. 45
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(5) Where, in a case in which a transaction is deemed to take placeParT IlI
by virtue of sub-paragraph (2)(b) above (‘the deemed transaction’)— CHAPTERI

(&) any profits or gains arising from the deemed transaction are
chargeable to tax under Case VI of Schedule D in accordance
with paragraph 1(1) above, or

(b) any loss arising in the deemed transaction is brought into
account for the purposes of section 392 or 396 in accordance
with paragraph 1(5) above,

amounts taken into account or allowable as deductions in computing
those profits or gains, or that loss, shall not be excluded by virtue of
section 37 or 39 of the 1992 Act (exclusion of amounts taken into
account or allowable for the purposes of the taxation of income and
profits) from any computation made for the purposes of that Act, but
paragraph 1(6) above shall be given effect to in relation to the 1992 Act in
accordance with sub-paragraphs (6) to (10) below.

(6) Where there are profits or gains arising to any person (‘the
taxpayer’) from the deemed transaction, an increase equal to the
amount of those profits or gains shall be made in the amount that would
otherwise be taken for the purposes of the 1992 Act to be—

(&) the amount of the consideration for the acquisition of any asset
acquired by the taxpayer by means of the future running to
delivery or, as the case may be, by the exercise of the option; or

(b) the amount of the consideration for the acquisition by him of
any asset disposed of by him by means of the future running to
delivery or, as the case may be, in consequence of the exercise
of the option;

but any increase made by virtue of paragraph (b) above in the amount of
any consideration shall be disregarded in computing the amount of any
indexation allowance.

(7) Where there is a loss for any person (‘the taxpayer’) in the
deemed transaction—

(&) a reduction equal to the smaller of the amount of the loss and
the amount to be reduced shall be made in the amount that
would otherwise be taken for the purposes of the 1992 Act to
be the amount of the consideration mentioned in sub-
paragraph (6)(a) or (b) above; and

(b) the amount (if any) by which the amount of the loss exceeds
the amount to be reduced shall be deemed to be a chargeable
gain accruing to the taxpayer on the occasion specified in sub-
paragraph (8) below.

(8) That occasion is—

(a) in a case where the consideration mentioned in paragraph (a) of
sub-paragraph (6) above has been reduced to nil, the first
occasion after the acqui®n mentioned in that paragraph
when there is a disposal of the asset in question; and

(b) in a case where it is the consideration mentioned in sub-
paragraph (6)(b) above that has been reduced to nil, the
occasion of the disposal made by the taxpayer by means of
the future running to delivery or, as the case may be, in
consequence of the exercise of the option.
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PART I (9) For the purposes of sub-paragraphs (6) and (7) above, where in
CHAPTERI any case there is a deemed disposal of an option by the person who
granted it, any determination—

(&) of the profits arising to the grantor of the option from that
disposal, or 5

(b) of the losses for the grantor in that disposal,

shall be made as if that disposal and the disposal by which the option
was granted were a single transaction.

(20) In sub-paragraph (8) above—
(a) the reference in paragraph (a) to a disposal of the asseo in
guestion includes a reference to anything that would be such a

disposal but for the provisions of section 116(10) or 127 of
the 1992 Act; and

(b) the references in each of paragraphs (a) and (b) to a disposal
include references to a disposal which, in accordance withithe
1992 Act, would (apart from sub-paragraph (7)(b) above) be a
disposal on which neither a gain nor a loss accrues.

(11) In this paragraph—

‘future’ and ‘option’ have the same meanings as in paragraph 4
above; 20

‘market value’ has the same meaning as in the 1992 Act;

‘party’, in relation to a future or option, means one of the persons
who has any right or entittement comprised in or arising
under the future or option or who is subject to any obligation
or liability so comprised or arising; 25

and references in this paragraph to a future running to delivery are
references to the discharge by performance of the obligations owed
under the commodity or financial futures contract in question to the
party to the future whose rights are in relation to its underlying subject
matter. 30

(12) Sub-paragraph (3) of paragraph 3 above applies for the purposes
of sub-paragraph (11) above as it applies for the purposes of that
paragraph.”

(2) In paragraph 9 of that Schedule (insurance companies), for the words
from the beginning to “this Schedule” there shall be substituted— 35

“9.—(1) This paragraph applies where—
(a) any determination falls to be made under section 432A of the

category of business to which any income or losses is or are
referable; and

(b) that income or those losses would all be chargeabletoor
relievable by virtue of this Schedule but for the exemptions
from tax and exclusions from the provisions of this Schedule
that are applicable in respect of the category of business to
which it or they are determined to be referable.

(2) Section 432A shall have effect”. 45

(3) In that paragraph, after the sub-paragraph (2) created by virtue of
subsection (2) above there shall be inserted the following sub-paragraphs—

“(3) Subject to sub-paragraphs (4) and (5) below, paragraph 4A
above shall have effect as if the references in sub-paragraph (5) of that
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paragraph to— PART I
(a) profits or gains arising from the deemed transaction that aré"HAPTERI

chargeable to tax under Case VI of Schedule D in accordance
with paragraph 1(1) above, or

(b) any loss arising in the deemed transaction that is brought into
account for the purposes of section 392 or 396 in accordance
with paragraph 1(5) above,

were references to all the income or losses in relation to which the
determination mentioned in sub-paragraph (1) above falls to be made.

(4) Sub-paragraph (6) of paragraph 4A above shall not apply in
relation to the amount of the consideration for the acquisition of any
asset acquired by the taxpayer by means of the future running to
delivery or, as the case may be, by the exercise of the option if—

(a) immediately before the time of the deemed transaction, the
future or option is an asset within one of the categories set outin
section 440(4); and

(b) immediately after its acquisition, the asset acquired is within
another of those categories.

(5) Sub-paragraph (6) of paragraph 4A above shall not apply in
relation to the amount of the consideration for the acquisition of any
asset disposed of by the taxpayer by means of the future running to
delivery or, as the case may be, by the exercise of the option if—

(@) immediately before the time of the deemed transaction, the
future or option is an asset within one of the categories set outin
section 440(4); and

(b) immediately before its disposal, the asset disposed of is within
another of those categories.

(6) Where any future or option would not fall (apart from this sub-
paragraph) to be treated as an asset for the purposes of section 440, any
guestion for the purposes of this paragraph whether it is an asset within
any of the categories set out in subsection (4) of that section shall be
determined as if it were an asset.

(7) Expressions used in this paragraph and in paragraph 4A above
have the same meanings in this paragraph as in that paragraph.”

(4) In paragraph 4(6) of that Schedule, in the definition of “option”, after
paragraph (b) there shall be inserted—

“and includes any liability or entitlement under an option.”

(5) This section applies where the transaction consisting in the future
running to delivery or the exercise of the option takes place on or after 6th
February 1998.

Securities

98—(1) In subsection (1) of section 1A of the Taxes Act 1988 (rate atcruedincome

income tax applicable to income from savings and distributions), for “agfiieme.
686,” there shall be substituted “, 686 and 720(5),”".

(2) In subsection (2) of that section, after paragraph (a) there shall be
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inserted the following paragraph—

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

(3) Subsections (1) and (2) above apply for the year 1998-99 and
subsequent years of assessment. 5

99—(1) Section 471 of the Taxes Act 1988 (exchange of securities in
connection with conversion operations, nationalisation etc.) shall cease to
have effect.

(2) Section 472 of that Act (distribution of securities issued in connection
with nationalisation etc.) shall cease to have effect. 10

(3) In subsections (1) and (2) of section 473 of that Act (conversion etc. of
securities held as circulating capital), for the word “securities”, wherever it
occurs, there shall be substituted the word “shares”.

(4) For subsection (6) of that section there shall be substituted the
following subsection— 15

“(6) In this section ‘shares’ includes any rights, interests or options
which by virtue of section 99, 136(3) or 147 of the 1992 Act are treated as
shares for the purposes of sections 126 to 136 of the 1992 Act.”

(5) Subsection (1) above applies in relation to exchanges made after the
day on which this Act is passed. 20

(6) Subsection (2) above applies in relation to issues of securities
occurring after that day.

(7) Subsections (3) and (4) above apply in relation to transactions
occurring after that day.

100—(1) In section 231 of the Taxes Act 1988 (tax credits for cert2@n
recipients of qualifying distributions) in subsection (1), after “Subject to
sections” there shall be inserted “231AA,” and after that section there shall
be inserted—

“Notaxcreditfor ~ 231AA.—(1) A person shall not be entitled to a tax credit

borrowerunder ynder section 231 in respect of a qualifying distribution if-30
stocklending

arrangement or (@) he is the borrower under a stock lending
interim holder arrangement or the interim holder under a
under repurchase repurchase agreement;

agreement.

(b) the qualifying distribution is, or is a payment
representative of, a distribution in respect 3H
securities to which the arrangement or agreement
relates; and

(c) a manufactured dividend representative of that
distribution is paid by that person in respect of
securities to which the arrangement or agreemant
relates.

(2) In this section “stock lending arrangement” has the
same meaning as in section 263B of the 1992 Act and, in
relation to any such arrangement, any reference to the
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borrower, or the securities to which the arrangement relates, PART IlI
shall be construed accordingly. CHAPTERI

(3) For the purposes of this section the cases where there
is a repurchase agreement are the following—

(@) any case falling within subsection (1) of section
730A; and

(b) any case which would fall within that subsection if
the sale price and the repurchase price were
different;

and, in any such case, any reference to the interim holder, or
the securities to which the agreement relates, shall be
construed accordingly.

(4) For the purposes of this section “manufactured
dividend” has the same meaning as in paragraph 2 of
Schedule 23A (and any reference to a manufactured dividend
being paid accordingly includes a reference to a payment
falling by virtue of section 736B(2) or 737A(5) to be treated
for the purposes of Schedule 23A as if it were made).”

(2) In section 231 of the Taxes Act 1988, in subsection (1), after
“231AA,” there shall be inserted “231AB,” and after section 231AA of that
Act there shall be inserted—

“Notaxcreditfor ~ 231AB.—(1) A person shall not be entitled to a tax credit

originalowner  ynder section 231 in respect of a qualifying distribution if—
underrepurchase

agreementin (@ he is the original owner under a repurchase
respectof certain agreement;
Q&Z‘;f,‘i‘g;”red (b) the qualifying distribution is a manufactured

dividend paid to that person by the interim holder
under the repurchase agreement in respect of
securities to which the agreement relates; and

(c) the repurchase agreement is not such that the actual
dividend which the manufactured dividend
represents is receivable otherwise than by the
original owner.

(2) For the purposes of this section the cases where there
is a repurchase agreement are the following—

(@) any case falling within subsection (1) of section
730A; and

(b) any case which would fall within that subsection if
the sale price and the repurchase price were
different;

and, in any such case, any reference to the original owner,
the interim holder, or the securities to which the agreement
relates, shall be construed accordingly.

(3) Subsection (4) of section 231AA applies for the
purposes of this section as it applies for the purposes of that
section.”

(3) In section 737D of the Taxes Act 1988 (power by regulations to
provide for manufactured payments to be eligible for relief) in subsection (2)
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(which defines manufactured payment as any manufactured dividend etc) the
words “manufactured dividend” shall cease to have effect.

(4) Schedule 23A to the Taxes Act 1988 (manufactured dividends and
interest) shall be amended in accordance with subsections (5) to (8) below.

(5) In paragraph 2 (UK equities) for sub-paragraph (2) there shall e
substituted—

“(2) Where a manufactured dividend is paid by a dividend
manufacturer who is a company resident in the United Kingdom, the
Tax Acts shall have effect—

(a) in relation to the recipient, and persons claiming title through
or under him, as if the manufactured dividend were a dividend
on the UK equities in question; and

(b) in relation to the dividend manufacturer, as if the amount paid
were a dividend of his.”

(6) In paragraph 2(3) (manufactured dividends to which paragraph 252)
does not apply) paragraph (a) (duty to account for notional ACT) shall cease to
have effect.

(7) In paragraph 2(6) (written statement in respect of certain manufactured
dividends) in paragraph (a), after “a dividend manufacturer pays a
manufactured dividend” there shall be inserted “to which sub-paragrapho(3)
above applies”.

(8) In consequence of subsection (6) above, the following provisions shall
also cease to have effect—
(a) in paragraph 2, sub-paragraphs (4) and (5) and, in sub-paragraph (6),
paragraph (b) and the word “and” immediately preceding it; and25
(b) in paragraph 2A (deductibility of manufactured payment in the case
of the manufacturer) in sub-paragraph (1), the words “together with
an amount equal to the notional ACT” and sub-paragraph (3).

(9) Subsection (1) above has effect in relation to qualifying distributions
made on or after 8th April 1998 if the manufactured dividend representative
of the distribution is paid (or treated for the purposes of Schedule 23A to the
Taxes Act 1988 as paid) on or after 6th April 1999.

(10) Subsections (2) to (8) above have effect in relation to manufactured
dividends paid (or treated for the purposes of Schedule 23A to the Taxes Act
1988 as paid) on or after 6th April 1999. 35

Double taxation relief

101—(1) For section 798 of the Taxes Act 1988 there shall be substituted
the following section—

“Restriction of 798.—(1) This section applies where—

irr?t'(iaer‘;c;rt'gﬁgam (a) in any chargeable period the profits of a trade carred
dividends. on by a qualifying taxpayer include an amount
computed in accordance with section 795 in

respect of foreign interest or foreign dividends;

(b) the taxpayer is entitled iraccordance with this
Chapter to credit for foreign tax on the foreigis
interest or foreign dividends; and
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(c) in the case of foreign dividends, the foreign tax ParTIII
mentioned in paragraph (b) above is or includes CHAPTERI
underlying tax.

(2) The amount of the credit for foreign tax referred to in
subsection (1)(b) above which, in accordance with this
Chapter, is to be allowed against income tax or corporation
tax—

(&) shall be limited by treating the amount of the foreign
interest or foreign dividends (as increased or
reduced under section 798A) as reduced (or further
reduced) for the purposes of this Chapter by an
amount equal to the taxpayer's financial
expenditure in relation to the interest or dividends
(as determined in accordance with section 798B);
and

(b) so far as the credit relates to foreign tax on interest
or foreign tax on dividends which is not underlying
tax, shall not exceed 15 per cent of the interest or
dividends, computed without regard to paragraph
(a) above or to any increase or reduction under
section 798A.

(3) In this section and sections 798A and 798B—

‘interest’, in relation to a loan, includes any introductory
or other fee or charge which is payable in
accordance with the terms on which the loan is
made or is otherwise payable in connection with
the making of the loan;

‘foreign dividends’ means dividends payable out of or in
respect of the stocks, funds, shares or securities of a
body of persons not resident in the United
Kingdom;

‘foreign interest’ means interest payable by a person not
resident in the United Kingdom or by a
government or public or local authority in a
country outside the United Kingdom.

(4) In this section and section 798B ‘qualifying taxpayer’
means, subject to subsection (5) below, a person carrying on a
trade which includes the receipt of interest or dividends and
is not an insurance business.

(5) Where a company which is connected or associated
with a qualifying taxpayer is acting in accordance with a
scheme or arrangement the purpose, or one of the main
purposes, of which is to prevent or restrict the application of
this section to the taxpayer—

(&) the company shall be treated for the purposes of this
section as a qualifying taxpayer; and

(b) any foreign interest or foreign dividends received in
pursuance of the scheme or arrangement shall be
treated for those purposes as profits of a trade
carried on by the company.
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(6) For the purposes of this section and section 798B—
(a) section 839 applies; and

(b) subsection (10) of section 783 applies as it applies
for the purposes of that section.”

(2) This section and sections 102 and 103 do not have effect in relatios to
foreign interest or foreign dividends paid before 1st January 1999 in
pursuance of arrangements which were entered into before, and are not
altered on or after, 17th March 1998.

(3) Subject to subsection (2) above, this section and sections 102 and 103
have effect in relation to foreign interest or foreign dividends paid on or afer
17th March 1998.

102. After section 798 of the Taxes Act 1988 there shall be inserted the
following section—

“Adjustmentsof 798A.—(1) In a case where section 798 applies—

g‘i%‘zﬂdas”f%r (a) subsection (2) below applies if the foreign tax
spared tax etc. referred to in subsection (1)(b) of that section is or

includes an amount of spared tax; and

(b) subsection (3) below applies if the foreign tax so
referred to is or includes an amount of tax which is
not spared tax. 20

(2) For the purposes of income tax or corporation tax, the
amount which apart from this subsection would be the
amount of the foreign interest or foreign dividends shall be
treated as increased by so much of the spared tax as does not
exceed— 25

(@ the amount of the spared tax for which, in
accordance with any arrangements applicable to the
case in question, credit falls to be given as
mentioned in section 798(1)(b); or

(b) if it is less, 15 per cent of the interest or dividends,
computed without regard to any increase under this
subsection.

(3) If the amount of tax which is not spared tax exceeds—

(&) the amount of the credit which, by virtue of this
Chapter (but disregarding subsection (2) of sectisn
798), is allowed for that tax against income tax or
corporation tax; or

(b) if it is less in the case of tax on foreign interest, 15
per cent of the interest, computed without regard to
any increase or reduction under this section or that
subsection,

then, for the purposes of income tax or corporation tax, the
amount which, apart from this subsection, would be the
amount of the foreign interest or foreign dividends shall be
treated as reduced by a sum equal to the excess. 45

(4) Subsection (2) above has effect for the purposes of
corporation tax notwithstanding anything in section 80(5) of
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the Finance Act 1996 (matters to be brought into account in PaART Il
the case of loan relationships only under Chapter Il of PartCHAPTERI
IV of that Act). 1996 c. 8.

(5) Nothing in subsection (2) above prejudices the
operation of section 795 in relation to foreign tax which is
not spared tax.

(6) In this section ‘spared tax’ means foreign tax which
although not payable falls to be taken into account for the
purposes of credit by virtue of section 788(5).”

103. After section 798A of the Taxes Act 1988 there shall be inserted thieaning of
following section— “financial

] ] _expenditure”.
798B.—(1) For the purposes of section 798 ‘financial

expenditure’, in relation to a qualifying taxpayer and any
interest or dividends is, subject to the provisions of this
section, the aggregate of—

(@) so much of the financial expenses (consisting of
interest, discounts or similar sums or qualifying
losses) incurred by the taxpayer or a person
connected or associated with him as—

(i) is properly attributable to the earning of
the interest or dividends; and

(i) falls to be taken into account in
computing the taxpayer’s or person’s liability to
income tax or corporation tax; and

(b) so much of any other sum paid by the taxpayer or a
person connected or associated with him which—

() falls to be taken into account as
mentioned in paragraph (a) above; and

(i) would not, apart from this paragraph, be
taken into account in determining the amount of
the interest or dividends,

as it is reasonable to regard as attributable to the
earning of the interest or dividends (whether or not
it would fall, in accordance with normal
accountancy practice, to be so treated).

(2) There shall be deducted from the aggregate given by
subsection (1) above so much of the qualifying gains and
profits accruing to the qualifying taxpayer or a person
connected or associated with him as—

(a) is properly attributable to the earning of the interest
or dividends; and

(b) falls to be taken into account in computing the
taxpayer's or person’s liability to income tax or
corporation tax.

(3) In a case where the amount of a qualifying taxpayer’s
financial expenditure in relation to the earning of the interest
or dividends is not readily ascertainable—

(&) that amount shall be taken, subject to subsection (4)
below, to be such sum as it is just and reasonable
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to attribute to the earning of the interest or
dividends; and

(b) in the case of interest, regard shall be had in
particular to any market rates of interest by
reference to which the rate of the interest &
determined.

(4) The Board may by regulations supplement subsection
(3) above—

() by specifying matters to be taken into account in
determining such a just and reasonable attribution
as is referred to in paragraph (a); and

(b) by making provision with respect to the
determination of market rates of interest for the
purposes of paragraph (b);

and any such regulations may make different provision for
different cases.

(5) In this section ‘qualifying losses’ means—

(@) losses falling to be brought intaccount for the
purposes of Chapter Il of Part Il of the Finance Act
1993 (exchange gains and losses) in accordaice
with sections 125 to 127 of that Act; and

(b) losses falling to be brought intaccount for the
purposes of Chapter Il of Part IV of the Finance
Act 1994 (interest rate and currency contracts) in
accordance with sections 155 to 158 of that Act; 25
and ‘qualifying gains’ and ‘qualifying profits’ shall be
construed accordingly.”

104—(1) Section 803 of the Taxes Act 1988 (underlying tax reflecting
interest on loans) shall be amended as follows.
(2) In subsection (1)— 30

(a) in paragraph (b), after the words “a dividend” there shall be inserted
the words “(‘the overseas dividend’)”;

(b) in paragraph (c), for the words “interest on a loan made” there shall
be substituted the words “interest or dividends earne@ceived”;

and 35
(c) for paragraph (d) there shall be substituted the following
paragraph—

“(d) if the company which received the interest or
dividends (‘the company’) had been resident in the
United Kingdom, section 798 would apply im0
relation to that company.”

(3) In subsection (3), for the words from “on so much” to the end there
shall be substituted the words “on so much of the interest or dividends as
exceeds the amount of the company’s relevant expenditure which is properly
attributable to the earning of the interest or dividends”. 45
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(4) In subsection (4)— PART Il

(a) in paragraph (a), for the words “section 798(2)" there shall beCHAPTERI
substituted the words “section 798(3)”;

(b) for paragraph (b) there shall be substituted the following
paragraph—

“(b) ‘the company’s relevant expenditure’ means the
amount which, if the company referred to in
subsection (1)(d) above were resident in the United
Kingdom and were a qualifying taxpayer for the
purposes of section 798, would be its financial
expenditure in relation to the earning of the interest
or dividends, as determined in accordance with
section 798B.”

(5) In subsection (5)—

(a) for the words “the dividend”, in both places where they occur, there
shall be substituted the words “the overseas dividend”; and

(b) for the words “the interest” there shall be substituted the words “the
interest or dividends”.
(6) In subsection (6)—

(a) for the words “the dividend” there shall be substituted the words “the
overseas dividend”; and

(b) for the words “the permitted amount” there shall be substituted the
following paragraphs—

“(@) the amount of the spared tax which under any
arrangements is to be taken into account for the
purpose of allowing credit against corporation tax in
respect of the overseas dividend; or

(b) ifitis less, 15 per cent of the interest or dividends;”.
(7) For subsection (7) there shall be substituted the following

subsection—

“(7) In this section ‘spared tax’ has the same meaning as in section
798A."
(8) In subsection (8)—

(a) after the words “amount of tax which” there shall be inserted the
words “is referable to interest and”; and

(b) for the words “the dividend” there shall be substituted the words “the
overseas dividend”.
(9) In subsection (9)—

(a) for the words “the interest”, in both places where they occur, there
shall be substituted the words “the interest or dividends”; and

(b) for the words “the dividend” there shall be substituted the words “the
overseas dividend”.

(10) For subsections (10) and (11) there shall be substituted the following

subsection—

“(10) In subsection (1) above ‘bank’ means a company carrying on,
in the United Kingdom or elsewhere, any trade which includes the
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receipt of interest or dividends, and section 839 applies for the purposes
of that subsection.”

(11) This section does not apply where the overseas dividend is paid
before 1st January 1999 in pursuance of arrangements which were entered
into before, and are not altered on or after, 17th March 1998. 5

(12) Subject to subsection (11) above, this section applies where the
overseas dividend is paid on or after 17th March 1998.

105—(1) In section 806 of the Taxes Act 1988 (supplemental provision
with respect to double taxation relief), after subsection (2) there shall be
inserted the following subsections— 10

“(3) Subject to subsection (5) below, where—

() any credit for foreign tax has been allowed to a person under
any arrangements, and

(b) the amount of that credit is subsequently rendered excessive by
reason of an adjustment of the amount of any tax payable
under the laws of a territory outside the United Kingdom,

that person shall give notice in writing to an officer of the Board that an
adjustment has been made that has rendered the amount of the credit
excessive.

(4) A notice under subsection (3) above must be given within phe
year from the time of the making of the adjustment.

(5) Subsections (3) and (4) above do not apply where the adjustment is
one the consequences of which in relation to the credit fall to be given
effect to in accordance with regulations made under—

(a) section 182(1) of the Finance Act 1993 (regulations relatingo
individual members of Lloyd’s); or

(b) section 229 of the Finance Act 1994 (regulations relating to
corporate members of Lloyd’s).

(6) A person who fails to comply with the requirements imposed on
him by subsections (3) and (4) above in relation to any adjustment shall
be liable to a penalty of an amount not exceeding the amount by which
the credit allowed has been rendered excessive by reason of the
adjustment.”

(2) This section shall be deemed to have come into force on 17th March
1998 in relation to adjustments made on or after that date. 35

Transfer pricing, FOREX and financial instruments

106—(1) For sections 770 to 773 of the Taxes Act 1988 (transfer pricing
provisions) there shall be substituted the following section—

“Provisionnotat ~ 770A. Schedule 28AA (which deals with provision made
arm'slength.  or imposed otherwise than at arm’s length) shall haoe
effect.”

(2) After Schedule 28A to that Act there shall be inserted, as Schedule
28AA to that Act, the Schedule set out in Schedule 16 to this Act.
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(3) In the Finance Act 1993— PART I

(a) in sections 136(7) and (8) and 136A(5) (application of arm’s length CHAPTER|
test in computing foreign exchange gains and losses), for the wotds3 c. 34.
“has been treated under section 770 of”, in each place where they
occur, there shall be substituted “falls to be treate@génordance
with Schedule 28AA to”; and

(b) in section 136A(6), for “has at any time in that accrual period been
treated under section 770 of” there shall be substituted “falls in
relation to any time in that accrual period to be treated in
accordance with Schedule 28AA to”.

(4) In the Finance Act 1996— 1996 c. 8.

(&) in section 100(3) (imputed interest on loan relationships), for the
words from “which, in” to “of those sections” there shall be
substituted “which, in pursuance of Schedule 28AA to the Taxes
Act 1988 (provision not at arm’s length), falls to be treated”; and

(b) in paragraph 16 of Schedule 9 (imputed interest)—

(i) in sub-paragraph (1), for the words from “sections 770" to
“that Act” there shall be substituted “Schedule 28AA to the
Taxes Act 1988 (provision not at arm’s length)”; and

(i) in sub-paragraph (2), for “Those sections” there shall be
substituted “That Schedule”.

(5) Subject to subsection (6) below, this section and Schedule 16 to this
Act have effect (in relation to provision made or imposed at any time)—

(a) for the purposes of corporation tax, as respects accounting periods
ending on or after the day appointed under section 199 of tte®4c. 9.
Finance Act 1994 for the purposes of Chapter Il of Part IV of that
Act (self-assessment management provisions); and

(b) for the purposes of income tax, as respects any year of assessment
ending on or after that day.

(6) The Schedule 28AA to the Taxes Act 1988 that is inserted by
subsection (2) above shall not, in the case of any potentially advantaged
person, apply as respects the consequences at any time of the difference
between the actual provision and the arm’s length provision if—

(a) thattime falls before 17th March 2001,

(b) the actual provision is a provision made or imposed by means of
contractual arrangements entered into by that person before 17th
March 1998;

(c) the requirements of paragraph 1(1)(b) of Schedule 28AA to that Act
(control requirements) are satisfied in the case of the actual
provision and that person by reference only to paragraph 4(2)(b) of
that Schedule (joint ventures etc.);

(d) the rights and obligations of that person by virtue of the actual
provision are not ones that have been varied or continued in
pursuance of any transaction entered into by that person in the
period between 17th March 1998 and that time; and

(e) thatpersonis nota party, and has not been a party, to any transaction by
virtue of which he could during that period have secured the
variation or termination of those rights and obligations.
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PART Il (7) Expressions used in subsection (6) above and in Schedule 28AA to the
CHAPTERI Taxes Act 1988 have the same meanings in that subsection as in that
Schedule.
Abolition of 107—(1) The following provisions of Chapter Il of Part Il of the Finance
gequitf_ements for  Act 1993 (exchange gains and losses) shall cease to have effect— 5
rection. (@) in section 135(1), paragraph (d) (which makes the giving of a
1993 c. 34. direction a condition of disregarding an exchange loss where it is
the main benefit), and the word “and” immediately preceding that
paragraph;

(b) in section 136, the following provisions (which make the giving of@
direction by the Board a condition of disregarding or reducing an
exchange loss where there is a transaction that is not on arm’s
length terms)—

(i) paragraph (d) of subsection (1) and the word “and”
immediately preceding that paragraph; and 15

(i) in each of subsections (5) and (9), the words after
paragraph (b);

(c) in each of subsections (3) and (7) of section 136A, the words after
paragraph (b) (which make the giving of a direction by the Board a
condition of reducing an initial exchange loss where there i&a
transaction that is not on arm’s length terms); and

(d) in section 137(1), paragraph (d) (which makes the giving of a
direction a condition of disregarding an exchange loss on a
currency contract which is not on arm’s length terms), and the word
“and” immediately preceding that paragraph. 25

(2) Accordingly, the word “and” shall be inserted—
(a) atthe end of section 135(1)(b) of the Finance Act 1993;
(b) atthe end of section 136(1)(b) of that Act; and
(c) atthe end of section 137(1)(b) of that Act.

1994 c. 9. (3) In section 167(2) of the Finance Act 1994, paragraph (b) (which mages
the giving of a direction by the Board a condition of adjusting the amounts
brought into account in respect of a relevant transaction which is not on
arm’s length terms), and the word “and” immediately preceding that
paragraph, shall cease to have effect.

(4) The preceding provisions of this section shall have effect (in relag®n
to transactions entered into at any time) as respects accounting periods
ending on or after the day appointed under section 199 of the Finance Act
1994 for the purposes of Chapter Il of Part IV of that Act (self-assessment
management provisions).

(5) Where a direction given on or after 17th March 1998 under— 40
(&) section 135(1)(d), 136(1)(d), (5) or (9), 136A(3) or (7) or 137(1)(d)
of the Finance Act 1993, or
(b) section 167(2)(b) of the Finance Act 1994,

relates to any accounting period ending before the day appointed as
mentioned in subsection (4) above, all such adjustments shall be made,
whether by assessment, repayment of tax or otherwise, as are necessary to
give effect to that direction.
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108—(1) This section has effect where a determination requiring the ParT IlI
Board'’s sanction is made for any of the following purposes, that is to say— CHAPTERI

(a) the giving of a closure notice; zetgi:min?ggms
(b) the giving of a notice under section 30B(1) of the Taxgg%ctiogofthe

5 Management Act 1970 amending a partnership statement; or  Board.
(c) the making of a discovery assessment. 1970c. 9.

(2) If the closure notice, the notice under section 30B(1) of the Taxes
Management Act 1970 or, as the case may be, a notice of the discovery
assessment is given to any person—

10 (a) without the determination, so far as it is taken into account in the
notice or assessment, having been approved by the Board, or

(b) without a copy of the Board’s approval having been served on that
person at or before the time of the giving of the notice,

the closure notice, notice under section 30B(1) of that Act or, as the case

15 may be, the discovery assessment shall be deemed to have been given or
made (and in the case of an assessment notified) in the terms (if any) in
which it would have been given or made had that determination not been
taken into account.

(3) For the purposes of this section the Board’s approval of a
20 determination requiring their sanction—

(&) must be given specifically in relation to the case in question and
must apply to the amount determined; but

(b) subject to that, may be given by the Board (either before or after the
making of the determination) in any such form or manner as they
25 may determine.

(4) In this section references to a determination requiring the Board’s
sanction are references (subject to subsection (5) below) to any of the
following determinations, that is to say—

(8 a determination of an amount falling to be brought iatcount for
30 tax purposes in respect of any assumption made by virtue of
paragraph 1(2) of Schedule 28AA to the Taxes Act 1988 (provision
not at arm’s length);

(b) a determination of the amount of any adjustment falling to be made
for tax purposes in respect of the disregarding or reduction, in
35 accordance with section 135, 136, 136A or 137 of the Finance Ag93 c. 34.
1993 (main benefit and arm’s length tests in relation to foreign
exchange gains and losses), of any exchange loss, or of any
exchange gain;
(c) a determination of the amount of any adjustment falling to be made
40 for tax purposes in respect of any deduction from, or addition to,
any amount in accordance with section 167 of the Finance Aeb4c.9.
1994 (arm’s length test in relation to financial instruments).

(5) For the purposes of this section a determination shall be taken, in
relation to a closure notice, a notice under section 30B(1) of the Taxe®0 c.9.
45 Management Act 1970 or a discovery assessment, not to be a determination
requiring the Board'’s sanction if—

(a) an agreement about the matters to which the determination relates
has been made between an officer of the Board and the person in
whose case it is made;



98 Finance (No. 2)

PART Il (b) that agreement is in force at the time of the giving of the notice or, as
CHAPTERI the case may be, of any notice of the assessment; and
(c) the matters to which the agreement relates include the amount
determined.

(6) For the purposes of subsection (5) above an agreement made betaeen
an officer of the Board and any person (“the taxpayer”) in relation to any
matter shall be taken to be in force at any time if, and only if—

(a) the agreement is one which has been made or confirmed in writing;
(b) that time is after the end of the period of thirty days beginning—

(i) in the case of an agreement made in writing, with the day
of the making of the agreement, and

(ii) in any other case, with the day of the agreement’s
confirmation in writing;

and

(c) the taxpayer has not, before the end of that period of thirty days,
served a notice on an officer of the Board stating that he is
repudiating or resiling from the agreement.

(7) The references in subsection (6) above to the confirmation in writing
of an agreement are references to the service on the taxpayer by an officer of
the Board of a notice in writing— 20

(a) stating that the agreement has been made; and
(b) setting out the terms of the agreement.

(8) The matters that may be questioned on so much of any appeal by

1970c. 9. virtue of any provision of the Taxes Management Act 1970 or Schedule 18 to
this Act, as relates to a determination the making of which has fsen

approved by the Board for the purposes of this section shall not include the

Board’s approval, except to the extent that the grounds for questioning the

approval are the same as the grounds for questioning the determination itself.

(9) In this section—
“closure notice” means— 30
(@ a notice under section 28A(5) or 28B(5) of the Taxes
Management Act 1970 stating the conclusions of an officer of

the Board in relation to any self-assessment, partnership
statement, claim or election; or

(b) a closure notice under paragraph 32 of Schedule 18 to3sis
Act in relation to an enquiry into a company tax return;
“discovery assessment” means—

(8 an assessment under section 29 of the Taxes Management
Act 1970; or

(b) a discovery assessment or discovery determination usger
paragraph 41 of Schedule 18 to this Act (including an
assessment by virtue of paragraph 52 of that Schedule).

(10) This section has effect—

(a) for the purposes of corporation tax, as respects accounting periods
ending on or after the day appointed under section 199 of4the
1994 c. 9. Finance Act 1994 for the purposes of Chapter Il of Part IV of that
Act (self-assessment management provisions); and
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(b) for the purposes of income tax, as respects any year of assessmerRarT IlI
ending on or after that day. CHAPTERI

109—(1) Where— Notice to potential
(a) arelevant notice is given to any person, claimants.

(b) that notice, or anything contained in it, takes account of a
determination of an amount falling to be brought iriccount for
tax purposes in respect of any assumption made by virtue of
paragraph 1(2) of Schedule 28AA to the Taxes Act 1988 (provision
not at arm’s length), and

(c) it appears to an officer of the Board that there is a person who is or
may be a disadvantaged person by reference to the subject-matter
of that determination,

the officer shall give a notice under this section to the person who so appears to
him.

(2) A notice under this section is a notice containing particulars of the
determination by reference to which the person to whom the notice is given
appears to an officer of the Board to be a person who is or may be a
disadvantaged person.

(3) Where, in any case, there is a contravention of subsection (1) above or
the notice required by that subsection is given after the giving of the relevant
notice, the Board—

(a) shall consider whether, as a result of the contravention, any person
has been prejudiced with respect to the making or amendment of a
claim for the purposes of paragraph 6 of Schedule 28AA to the
Taxes Act 1988 (claim for relief by party disadvantaged by transfer
pricing adjustment), and

(b) may, if they think fit, treat the period for the making or amendment of

such a claim in that case as extended by such further period as
appears to them to be appropriate.

(4) Where, in a case in which a relevant notice is given to any person,
there is a contravention of this section, that contravention shall not affect the
validity of that notice or of any determination to which that notice relates.

(5) For the purposes of this section a person is a disadvantaged person by
reference to the subject-matter of a determination such as is mentioned in
subsection (1)(b) above if, and only if—

(&) he is entitled, in consequence of the making of the determination, to
make a claim for the purposes of paragraph 6 of Schedule 28AA to
the Taxes Act 1988;

(b) he is entitled, in consequence of the making of the determination, to
amend such a claim; or
(c) he will be entitled, by virtue of paragraph 12(3) of that Schedule, to

appear and be heard by the Special Commissioners in any
proceedings on an appeal relating to that determination.

(6) In this section “relevant notice” means any of the following, that is to
say—
(&) a notice under section 28A(5) or 28B(5) of the Taxes Managemesito c. 9.
Act 1970 stating the conclusions of an officer of the Board in
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PART I relation to any self-assessment, partnership statement, claim or
CHAPTERI election;

(b) a closure notice under paragraph 32 of Schedule 18 to this Act in
relation to an enquiry into a company tax return;

(c) a notice of assessment under section 29 of that Act of 1970; 5

(d) a notice of any discovery assessment or discovery determination
under paragraph 41 of Schedule 18 to this Act (including any
notice of an assessment by virtue of paragraph 52 of that Schedule);

(e) a notice under section 30B(1) of that Act of 1970 amending a
partnership statement. 10

(7) This section applies to notices given at any time after the day
1994 c. 9. appointed under section 199 of the Finance Act 1994 for the purposes of
Chapter Il of Part IV of that Act (self-assessment management provisions).

Controlled foreign companies

Exempt activities. 110—(1) Part Il of Schedule 25 to the Taxes Act 1988 (exempt activities)
shall be amended as follows.

(2) In paragraph 9 (activities which constitute investment business) for
sub-paragraph (1A) (definition of “intellectual property”) there shall be
substituted—

“(1A) In sub-paragraph (1)(a) above “intellectual property” includzs
(in particular)—
(a) any industrial, commercial or scientific information, knowledge
or expertise;

(b) any patent, trade mark, registered design, copyright or design
right; 25
(c) any licence or other right in respect of intellectual property;

(d) any rights under the law of a country outside the United
Kingdom which correspond or are similar to those falling
within paragraph (b) or (c) above.”

(3) In paragraph 11(1) (activities which constitute wholesale, distributive
or financial business) for paragraph (c) (banking or any similar business
involving the receipt of deposits, loans or both and the making of loans or
investments) there shall be substituted—

“(c) banking, deposit-taking, money-lending or debt-factoring, or
any business similar to banking, deposit-taking, money-kh-
ding or debt-factoring;”.

(4) In consequence of subsection (3) above—

(&) in paragraph 9(3), for “banking or any similar business” there shall
be substituted “business”;

(b) in paragraph 11(3), for “banking or other business” there shallibe
substituted “business”.

(5) This section has effect in relation to accounting periods of a controlled
foreign company, within the meaning of Chapter IV of Part XVII of the
Taxes Act 1988, beginning on or after 17th March 1998.
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111. Schedule 17 to this Act (which makes provision in relation to ParT Il
controlled foreign companies) shall have effect. CHAPTERI

Miscellaneous
amendments.

Changes in company ownership
112—(1) After section 767A of the Taxes Act 1988 there shall ®ostponed

inserted the following section— corporationtax.
“Changein 767AA.—(1) Where it appears to the Board that—

gsmgfsr%p. (&) there has been a change in the ownership of a
postponed. company (‘the transferred company’),

corporation tax. (b) any corporation tax relating to an accounting period

ending on or after the change has been assessed on
the transferred company or an associated company,

(c) that tax remains unpaid at any time more than six
months after it was assessed, and

(d) the condition set out in subsection (2) below is
fulfilled,

any person mentioned in subsection (4) below may be
assessed by the Board and charged to an amount of
corporation tax not exceeding the amount remaining unpaid.

(2) The condition is that it would be reasonable (apart
from this section) to infer, from either or both of—

(@) the terms of any transactions entered into in
connection with the change, and

(b) the other circumstances of the change and of any
such transactions,

that at least one of those transactions was entered into by
one or more of its parties on the assumption, as regards a
potential tax liability, that that liability would be unlikely to

be met, or met in full, if it were to arise.

(3) In subsection (2) above the reference to a potential tax
liability is a reference to a liability to pay corporation tax
which—

(a) in circumstances which were reasonably foreseeable
at the time of the change in ownership, or

(b) in circumstances the occurrence of which is
something of which there was at that time a
reasonably foreseeable risk,

would or might arise from an assessment made, after the
change in ownership, on the transferred company or an
associated company (whether or not a particular associated
company).

(4) The persons mentioned in subsection (1) above are—

(@ any person who at any time during the relevant
period had control of the transferred company;
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PART Il (b) any company of which the person mentioned in
CHAPTERI paragraph (a) above has at any time had control
within the period of three years before the change

in the ownership of the transferred company.

(5) In subsection (4) above, ‘the relevant period’ means-5-

(a) the period of three years before the change in the
ownership of the transferred company; or

(b) if during the period of three years before that change
(‘the later change’) there was a change in the
ownership of the transferred company (‘the earlier
change’), the period elapsing between the earlier
change and the later change.

(6) For the purposes of this section a transaction is
entered into in connection with a change in the ownership of a
company if— 15

(@) it is the transaction, or one of the transactions, by
which that change is effected; or

(b) itis entered into as part of a series of transactions, or
scheme, of which transactions effecting the change
in ownership have formed or will form a part. 20

(7) For the purposes of this section—

(a) references to a scheme are references to any scheme,
arrangements or understanding of any kind
whatever, whether or not legally enforceable,
involving a single transaction or two or moms
transactions;

(b) it shall be immaterial in determining whether any
transactions have formed or will form part of a
series of transactions or scheme that the parties to
any of the transactions are different from tbe
parties to another of the transactions; and

(c) the cases in which any two or more transactions are
to be taken as forming part of a series of
transactions or scheme shall include any case in
which it would be reasonable to assume that ong®r
more of them—

(i) would not have been entered into
independently of the other or others; or

(i) if entered into independently of the other
or others, would not have taken the same foém
or been on the same terms.

(8) In this section references, in relation to the transferred
company and an assessment to tax, to an associated
company are references to any company (whenever formed)
which, at the time of the assessment or at an earlier tisie
after the change in ownership—

(a) has control of the transferred company;

(b) is a company of which the transferred company has
control; or
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(c) is a company under the control of the same person or PART IlI
persons as the transferred company. CHAPTERI

(9) A person assessed and charged to tax under this
section shall be assessed and charged in the name of the
company by whom the tax to which the assessment relates
remains unpaid.

(10) Any assessment made under this section shall not be
out of time if made within three years from the date of the
final determination of the liability of the company by whom
the tax remains unpaid to corporation tax for the accounting
period for which that tax was assessed.”

(2) Subsection (1) above has effect in relation to changes in ownership
occurring on or after 2nd July 1997 other than any change occurring in
pursuance of a contract entered into before 2nd July 1997.

113—(1) After section 767B of the Taxes Act 1988, there shall beformation

inserted the following section— powers where
ownership

“Changein 767C.—(1) This section applies where it appears to theanges.

compar;]y _ Board that—
%"fv(?rfnrzﬂfﬁ_ (a) there has been a change in the ownership of a

company (‘the subject company’); and

(b) in connection with that change a person (‘the seller’)
may be or become liable to be assessed and
charged to corporation tax under section 767A or
T67AA.

(2) The Board may by notice require any person to supply
to them—

(@) any document in the person’s possession or power
which appears to the Board to be relevant for
determining any one or more of the matters
referred to in subsection (3) below; or

(b) any particulars which appear to them to be so
relevant.

(3) Those matters are—

(@) whether the seller is or may become liable as
mentioned in subsection (1) above and the extent
of the liability or potential liability; and

(b) whether the subject company or an associated
company is or may become liable to be assessed to
any tax in respect of which the seller is or could
become liable as mentioned in subsection (1)
above, and the extent of the liability or potential
liability of the subject company or associated
company.

(4) Without prejudice to the following provisions of this
section, the references in subsection (2) above to documents
and particulars are references to the documents and
particulars specified or described in the notice.
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(5) A notice under subsection (2) above must specify the
period, which must not be less than 30 days, within which
the notice must be complied with.

(6) Any person to whom any documents are supplied
under this section may take copies of them or of any extrasts
from them.

(7) A notice under subsection (2) above shall not oblige a
person to supply any documents or particulars relating to the
conduct of any pending appeal relating to tax.

(8) In relation to any notice under subsection (2) abovete

(&) subsection (4) of section 20B of the Taxes
Management Act 1970 (rules relating to copies of
documents) shall apply as it applies in relation to a
notice under section 20(1) of that Act; and

(b) subsections (8) to (14) of section 20B of that Act
(rules about obtaining documents etc. from
professional advisers) shall apply as they apply in
relation to a notice under section 20(3) of that Act
but as if any reference to an inspector were a
reference to the Board, 20

and subsection (8C) of section 20 of that Act (exclusion of

personal records and journalistic material) shall apply for the
purposes of this section as it applies for the purposes of that
section.

(9) In this section references, in relation to the subjgst
company and an assessment to tax, to an associated
company are references to any company which, at the time
of the assessment or at an earlier time after the change in
ownership—

() has control of the subject company; 30
(b) is a company of which the subject company has
control; or

(c) is a company under the control of the same person or
persons as the subject company.

(10) In this section ‘document’ means anything in whigé
information of any description is recorded.”

(2) In the Table in section 98 of the Taxes Management Act 1970

(penalties in respect of certain information provisions), after the entry in the
first column relating to section 765A of the Taxes Act 1988, there shall be
inserted the following entry— 40

“section 767C;".

(3) The preceding provisions of this section have effect in relation to

changes in ownership occurring on or after 2nd July 1997 other than any

change occurring in pursuance of a contract entered into before 2nd July
1997.

45
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114—(1) After subsection (1) of section 767B of the Taxes Act 1988 ParT llI
(supplementary provision about changes of company ownership), there shahbarTeRI

be inserted the following subsection— Provisions

. . . supplemental to
“(1A) In relation to corporation tax assessed under section 767%25%5 112 and

section 87A of the Management Act shall have effect as if the3.
references to the date when the tax becomes due and payable were
references to the date when the tax became due and payable by the
transferred company or the associated company (as the case may be).”

(2) In subsection (2) of that section—
(a) after “767A” there shall be inserted “or 767AA”; and
(b) at the end there shall be added “or the transferred company or
associated company (as the case may be)".

(3) In subsection (4) of that section, for “section 767A” there shall be
substituted “sections 767A, 767AA and 767C".

(4) In subsection (10) of that section, for “section 767A” there shall be
substituted “sections 767A and 767AA”.

(5) In section 769 of that Act (rules for ascertaining change in ownership
of a company)—

(@) in subsections (1) and (5), after “767A,” there shall be inserted

“T67AA, 767C,";

(b) in subsection (2)(d), after “767A,” there shall be inserted “767AA,”;
and

(c) in subsections (2A) and (9), after “767A” there shall be inserted
“ T67AA or 767C".

(6) The preceding provisions of this section have effect in relation to
changes in ownership occurring on or after 2nd July 1997 other than any
change occurring in pursuance of a contract entered into before 2nd July
1997.

Corporation tax self assessment

115—(1) The provisions of Schedule 18 to this Act have effect in plac®mpany tax
of— returns,

(a) the provisions of Parts Il and IV of the Taxes Management Act 19; ?:jmgafg_nd

(returns, assessment and claims), so far as they relate to corporation
tax, 1970 c. 9.

(b) certain related provisions of Part X of that Act (penalties),

(c) Schedule 17A to the Taxes Act 1988 (group relief: claims), and

(d) Schedule Al to the Capital Allowances Act 1990 (corporation tas9o c. 1.
allowances: claims).

(2) Schedule 18 to this Act, the Taxes Management Act 1970 and the Tax
Acts shall be construed and have effect as if that Schedule were contained in
that Act.

(3) The enactments mentioned in Schedule 19 to this Act have effect with
the amendments specified there, which are minor amendments and
amendments consequential on Schedule 18.
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PART Il (4) Except as otherwise provided, the provisions of Schedules 18 and 19
CHAPTERI to this Act have effect in relation to accounting periods ending on or after the
self-assessment appointed day.

(5) In this section “the self-assessment appointed day” means the day

1994 c. 9. appointed by the Treasury under section 199 of the Finance Act 1994 forsthe
purposes of Chapter Ill of Part IV of that Act (corporation tax self-
assessment).

Telephone claims etc.

Claims forincome 116—(1) Subject to the following provisions of this section, the Board
tax purposes. may, by publishing them in such manner as they think fit, give such general
directions for the purposes of income tax as they consider appropriate with
respect to—
(a) the circumstances in which, and
(b) the conditions subject to which,
claims under the Tax Acts may be made by individuals by the use of a

1984 c. 12. telecommunication system (within the meaning of the Telecommunications
Act 1984) or otherwise without producing a claim in writing.

(2) If directions of the Board under this section are for the time being in
force with respect to the making to the Board or an officer of the Board of
claims of any description, then, notwithstanding any enactmentoor
subordinate legislation requiring claims of that description to be made in
writing or by notice, claims of that description may be made to the Board or, as
the case may be, an officer of the Board in any manner authorised by the
directions.

(3) Where directions of the Board under this section are for the time being in
force with respect to the making of claims of any description, claims of that
description that are made without producing the claim in writing must be
made in accordance with the directions.

(4) The power of the Board to give directions under this section—

(a) shall not be exercisable in relation to the making of any claim by@n
individual in his capacity as a trustee, partner or personal
representative; but

(b) subject to that, shall be exercisable in relation to claims made by an
individual through another person acting on his behalf.

(5) The Board shall not give directions under this section with respect

to—
1970c. 9. (a) the making of any claim to which Schedule 1B to the Taxes
Management Act 1970 applies; or
1990 c. 1. (b) the making of any claim under any provision of the Capital
Allowances Act 1990. 40

(6) Directions under this section—

(&) shall not be capable of modifying any requirement by or under any
enactment as to the period within which any claim is to be made or as
to the contents of any claim; but

(b) may include provision as to how any requirement as to the contnts
of a claim is to be fulfilled when the claim is not produced in
writing.
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(7) Different provision may be made by directions under this section with ParT IlI
respect to the making of claims of different descriptions; and a directionCHAPTERI
under this section may revoke or vary any previous direction given under
this section.

5  (8) References in the preceding provisions of this section to the making of a
claim include references to any of the following—
() the making of an election,
(b) the giving of a notification or notice,
(c) the amendment of any return, claim, election, natification or notice,
10 (d) the withdrawal of any claim, election, notification or notice,
and references in those provisions to a claim shall be construed accordingly.

(9) In this section—

“return” includes any statement or declaration under the Income Tax
Acts;

15 “subordinate legislation” has the same meaning as in the Interpretatiors c. 30.
Act 1978.

(10) In section 832(1) of the Taxes Act 1988 (interpretation), in the
definition of “notice”, after “wiiting” there shall be inserted “or in a form
authorised (in relation to the case in question) by directions under section

20 116 of the Finance Act 1998".

117. In section 203 of the Taxes Act 1988 (PAYE regulations), aftEwidential

subsection (9) there shall be inserted the following subsection— provisionsin
PAYE regulations.

“(10) Without prejudice to the generality of the powers conferred by
the preceding provisions of this section, regulations under this section
25 may include provision as to the manner of proving any of the matters
for which the regulations provide and, in particular, of proving the
contents or transmission of anything that, by virtue of the regulations,
takes an electronic form or is transmitted to any person by electronic
means.”

30 CHAPTERII
TAXATION OF CHARGEABLE GAINS

Rate for trustees
118—(1) In section 4 of the Taxation of Chargeable Gains Act 19%&te of CGT for
(rates of capital gains tax), after subsection (1) there shall be insertedtrtiséees etc.
35 following subsection— 1992 c. 12.
“(1AA) The rate of capital gains tax in respect of gains accruing to—
(a) the trustees of a settlement, or
(b) the personal representatives of a deceased person,
in a year of assessment shall be equivalent to the rate which for that

40 year is applicable to trusts under section 686(1) of the Taxes Act.”

(2) Subsection (1) above applies for the year 1998-99 and subsequent
years of assessment.



108 Finance (No. 2)

PART Il Taper relief and indexation allowance
CHAPTER I 119—(1) The following section shall be inserted after section 2 of the
E%D?”eheffor Taxation of Chargeable Gains Act 1992—
1992 c. 12. “Taper relief. 2A.—(1) This section applies where, for any year of
assessment— 5

(a) there is, in any person’s case, an excess of the total
amount referred to in subsection (2) of section 2
over the amounts falling to be deducted from that
amount in accordance with that subsection; and

(b) the excess is or includes an amount representingLthe
whole or a part of any chargeable gain that is
eligible for taper relief.

(2) The amount on which capital gains tax is taken to be
charged by virtue of section 2(2) shall be reduced to the
amount computed by— 15

() applying taper relief to so much of every chargeable
gain eligible for that relief as is represented in the
excess;

(b) aggregating the results; and

(c) adding to the aggregate of the results so mucteomf
every chargeable gain not eligible for taper relief as
is represented in the excess.

(3) Subject to the following provisions of this Act, a
chargeable gain is eligible for taper relief if—

(@) itis a gain on the disposal of a business asset with a
qualifying holding period of at least one year; or

(b) it is a gain on the disposal of a non-business asset
with a qualifying holding period of at least three
years.

(4) Where taper relief falls to be applied to the whole 3w
any part of a gain on the disposal of a business or non-
business asset, that relief shall be applied by multiplying the
amount of that gain or part of a gain by the percentage given
by the table in subsection (5) below for the number of whole
years in the qualifying holding period of that asset. 35
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(5) That table is as follows- PART I
CHAPTERII
Gains on disposals of business Gains on disposals of
assets non-business assets
Number of Percentage Number of Percentage
whole years in of gain whole years of gain
qualifying chargeable in qualifying chargeable
holding period holding period
1 92.5 — —
2 85 — —
3 775 3 95
4 70 4 90
5 62.5 5 85
6 55 6 80
7 475 7 75
8 40 8 70
9 325 9 65
10 or more 25 10 or more 60

(6) The extent to which the whole or any part of a gain on
the disposal of a business or non-business asset is to be
treated as represented in the excess mentioned in subsection
(1) above shall be determined by treating deductions made
in accordance with section 2(2)(a) and (b) as set against
chargeable gains in such order as results in the largest
reduction under this section of the amount charged to capital
gains tax under section 2.

(7) Schedule Al shall have effect for the purposes of this
section.

(8) Subject to paragraph 2(4) of that Schedule, references
in this section to the qualifying holding period for an asset
are references—

(@) except in the case of an asset falling within
subsection (9) below, to the period after 5th April
1998 for which that asset had been held at the time
of its disposal; and

(b) in the case of an asset falling within that subsection,
to the period mentioned in paragraph (a) above
plus one year.

(9) An asset falls within this subsection if—

(@) the time which, for the purposes of paragraph 2 of
Schedule A1, is the time when the asset is taken to
have been acquired by the person making the
disposal is a time before 17th March 1998; and

there is no period which in the case of that asset is a
(b) therei iod which in th fth i
period which by virtue of paragraph 11 or 12 of
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that Schedule does not count for the purposes of
taper relief.”

(2) Before Schedule 1 to the Taxation of Chargeable Gains Act 1992 there
shall be inserted, as Schedule Al to that Act, the Schedule set out in
Schedule 20 to this Act. 5

(3) Schedule 21 to this Act (which makes incidental and consequential
provision in connection with the introduction of taper relief) shall have
effect.

(4) This section and those two Schedules have effect for the year 1998-99
and subsequent years of assessment. 10

120—(1) In section 53 of the Taxation of Chargeable Gains Act 1992
(indexation allowance), after subsection (1) there shall be inserted the
following subsection—

“(1A) Indexation allowance in respect of changes shown by the retail
prices indices for months after April 1998 shall be allowed only for tise
purposes of corporation tax.”

(2) In subsection (1) of section 54 of that Act (calculation of indexation
allowance), in the definition of “RD”, for “the month in which the disposal
occurs” there shall be substituted “the relevant month”.

(3) After that subsection there shall be inserted the following subsecti@e—

“(1A) In subsection (1) above—

(a) the references to an item of relevant allowable expenditure shall
not, except for the purposes of corporation tax, include any
item of expenditure incurred on or after 1st April 1998; and

(b) the reference to the relevant month is a reference— 25

(i) where that subsection has effect for the purposes of
capital gains tax, to April 1998; and

(i) where that subsection has effect for the purposes of
corporation tax, to the month in which the disposal
occurs.” 30

(4) In section 13 of that Act (attribution of gains to non-resident
companies), the following subsection shall be inserted after subsection
(11)—

“(11A) For the purposes of this section the amount of the gain or
loss accruing at any time to a company that is not resident in the Uisied
Kingdom shall be computed (where it is not the case) as if that
company were within the charge to corporation tax on capital gains.”

(5) In section 145 of that Act (call options: indexation allowance), in
subsection (1), after the word “applies”, in the first place where it occurs,
there shall be inserted “(subject to subsection (1A) below)”; and after 4bat
subsection there shall be inserted the following subsection—

“(1A) In a case where the whole of the expenditure comprised in the
option consideration was incurred on or after 1st April 1998, this
section applies for the purposes of corporation tax only.”
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(6) Subject to subsection (7) below, the preceding provisions of this ParT llI
section have effect in relation to disposals on or after 6th April 1998. CHAPTERII

(7) This section does not affect the computation of the amount of so much of
any gain as—

(@) is treated for the purposes of the taxation of chargeable gains as
having accrued on a disposal on or after 6th April 1998; but

(b) is taken for those purposes to be equal to the whole or any part of a
gain that—

(i) would (but for any enactment relating to the taxation of
chargeable gains) have accrued on an actual disposal made
before that date, or

(i) would have accrued on a disposal assumed under any
such enactment to have been made before that date.

Pooling and identification of shares etc.

121—(1) In subsection (2) of section 104 of the Taxation of Chargealgolition of
Gains Act 1992 (cases where share pooling does not apply), before the weeling for CGT.
“and” at the end of paragraph (a) there shall be inserted— 1992 c. 12.

“(aa) does not apply, except for the purposes of corporation tax, to
any securities acquired on or after 6th April 1998;”".

(2) After that subsection there shall be inserted the following subsection—

“(2A) Subsection (2)(aa) above shall not prevent the application of
subsection (1) above to any securities that would be treated as acquired
on or after 6th April 1998 but for their falling by virtue of section 127 to
be treated as the same as securities acquired before that date.”

(3) In subsection (3) of that section (interpretation), for “a new holding’
is” there shall be substituted “a section 104 holding’ is”.

(4) For subsection (4) of that section there shall be substituted the
following subsection—

“(4) For the purposes of this Chapter securities of a company which
are held—

() by a person who acquired them as an employee of the company
or of any other person, and

(b) on terms which for the time being restrict his right to dispose
of them,

shall (notwithstanding that they would otherwise fall to be treated as of
the same class) be treated as of a different class from any securities
acquired by him otherwise than as an employee of the company or of
any other person and also from any shares that are not held subject to
restrictions, or the same restrictions, on disposal or in the case of which
the restrictions are no longer in force.”

(5) In the following enactments for the words “new holding”, wherever
they occur, there shall be substituted “section 104 holding”, namely—

(a) in section 440A of the Taxes Act 1988 (securities held by insurance
companies); and
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(b) in sections 104(6), 107 and 110 of the Taxation of Chargeable Gains
Act 1992.

(6) The preceding provisions of this section have effect in relation to any
disposal on or after 6th April 1998 of any securities (whenever acquired).

(7) The powers of the Treasury to make provision by regulations under
one or both of—

(a) section 333 of the Taxes Act 1988 (regulations providing for
exemptions in respect of investment plans), and

(a) section 151 of the Taxation of Chargeable Gains Act 1992 (capital
gains tax and investment plans), 10

shall include power to provide, to such extent as appears to them to be
appropriate for purposes connected with the enactment of this section and
section 122 below, for any provision contained in any such regulations to
have effect retrospectively in relation to such times falling on or after 17th
March 1998 as may be specified in the regulations. 15

122—(1) After section 106 of the Taxation of Chargeable Gains Act 1992
there shall be inserted the following section—

“Identificationof ~ 106A.—(1) This section has effect for the purposes of
securities: generatgpital gains tax (but not corporation tax) where any

rulesforcapital - gecyrities are disposed of by any person. 20
gains tax.

(2) The securities disposed of shall be identified in
accordance with the following provisions of this section
with securities of the same class that have been acquired by
the person making the disposal.

(3) The provisions of this section have effect in the case
of any disposal notwithstanding that some or all of the
securities disposed of are otherwise identified—

(&) by the disposal, or
(b) by a transfer or delivery giving effect to it;

but where a person disposes of securities in one capagity,
they shall not be identified under those provisions with any
securities which he holds, or can dispose of, only in some
other capacity.

(4) Securities disposed of on an earlier date shall be
identified before securities disposed of on a later date; aad,
accordingly, secities disposed of by a later disposal shall
not be identified with securities already identified as
disposed of by an earlier disposal.

(5) Subiject to subsection (4) above, if within the period of
thirty days after the disposal the person making it acqui@s
securities of the same class, the securities disposed of shall
be identified—

() with securities acquired by him within that period,
rather than with other securities; and

(b) with securities acquired at an earlier time within thet
period, rather than with securities acquired at a
later time within that period.
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(6) Subject to subsections (4) and (5) above, securities PARTIlI
disposed of shall be identified with securities acquired at &HAPTERII
later time, rather than with securities acquired at an earlier
time.

(7) Subsection (6) above shall not require securities to be
identified with particular securities comprised in a section
104 holding or a 1982 holding.

(8) Accordingly, that subsection shall have effect for
determining whether, and to what extent, any securities
should be identified with the whole or any part of a section
104 holding or a 1982 holding—

(@) as if the time of the acquisition of a section 104
holding were the time when it first came into
being; and

(b) as if 31st March 1982 were the time of the
acquisition of a 1982 holding.

(9) The identification rules set out in the preceding
provisions of this section have effect subject to subsection
(1) of section 105, and securities disposed of shall not be
identified with securities acquired after the disposal except
in accordance with that section or subsection (5) above.

(20) In this section—
1982 holding’ has the same meaning as in section 109;

‘securities’ means any securities within the meaning of
section 104 or any relevant securities within the
meaning of section 108.

(11) For the purposes of this section securities of a
company shall not be treated as being of the same class
unless they are so treated by the practice of a recognised
stock exchange, or would be so treated if dealt with on that
recognised stock exchange.”

(2) In subsection (1) of section 105 of that Act (disposal and acquisition
on the same day), for “The following provisions” there shall be substituted
“Paragraphs (a) and (b) below”; and for subsection (2) of that section there
shall be substituted the following subsection—

“(2) Where the quantity of securities disposed of by any person
exceeds the aggregate gtipnof—

(&) the securities (if any) which are required by subsection (1)
above to be identified with securities acquired on the day of
the disposal,

(b) the securities (if any) which are required by any of the
provisions of section 106 or 106A(5) to be identified with
securities acquired after the day of the disposal, and

(c) the securities (if any) which are required by any of the
provisions of sections 104, 106, 106A or 107, or of Schedule
2, to be identified with securities acquired before the day of
the disposal,

the disposal shall be treated as diminishing a quantity of securities
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PART I subsequently acquired, and as so diminishing any quantity so acquired
CHAPTERII at an earlier date, rather than one so acquired at a later date.”

(3) In section 107 of that Act (general identification rules) for subsections
(1) and (2) there shall be substituted the following subsections—

“(1) This section has effect for the purposes of corporation tax whére
any securities are disposed of by a company.

(1A) The securities disposed of shall be identifieci@zordance with
the following provisions of this section with securities of the same
class that have been acquired by the company making the disposal and
could be comprised in that disposal. 10

(2) The provisions of this section have effect in the case of any
disposal notwithstanding that some or all of the securities disposed of
are otherwise identified—

(&) by the disposal, or
(b) by a transfer or delivery giving effect to it; 15

but where a company disposes of securities in one capacity, they shall
not be identified with securities which it holds, or can dispose of, only in
some other capacity.”

(4) In section 108 of that Act (relevant securities), at the beginning there
shall be inserted the following subsection— 20

“(Al) This section has effect for the purposes of corporation tax
where any relevant securities are disposed of by a company.”

(5) In that section—

(d) in subsections (2) and (7), for “person”, in each place where it
occurs, there shall be substituted “company”; and 25

(b) in subsection (2), for “him” and “he” there shall be substituted,
respectively, “the company” and “it".

(6) In each of section 151B(1) and (7) of that Act and paragraph 4(2) of
Schedule 5C to that Act (disapplication of share pooling and identification
rules in relation to shares in a VCT), for “107” there shall be substitaed
“106A".

(7) Subject to subsection (8) below, the preceding provisions of this
section have effect in relation to any disposal on or after 6th April 1998.

(8) For the purposes of capital gains tax for the year 1997-98 (but not for
the purposes of corporation tax), the following provisions have effectsin
relation to any disposal of securities made on or after 17th March 1998 and
before 6th April 1998, that is to say—

(a) the identification rule in subsection (5) of the section 106A of the
1992 c.12. Taxation of Chargeable Gains Act 1992 set out in subsection (1)

above shall apply in accordance with subsections (3) and (4) ofathat
section;

(b) that rule shall have priority over any other rule, except the one in
section 105(1) of that Act; and

(c) section 104(1) of that Act shall not apply to any securities identified
by virtue of this subsection with the securities disposed of. 45
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(9) In subsection (8) above “securities” means any securities within the ParT IlI
meaning of section 104 of the Taxation of Chargeable Gains Act 1992 or agyAPTERII
relevant securities within the meaning of section 108 of that Act. 1992 c. 12.

123—(1) In subsection (1) of section 110 of the Taxation of Chargeabigexation and
Gains Act 1992 (indexation allowance for section 104 holdings), for “Thighare pooling etc.
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there shall be substituted “For the purposes of corporation tax this”.

(2) After that section there shall be inserted the following section—

“Indexation for 110A.—(1) For the purposes of capital gains tax (but not
ﬁefdt!on 104 al corporation tax) where—
gginlsngs;(..capl 2 (a) there is a disposal on or after 6th April 1998 of a

section 104 holding, and

(b) any of the relevant allowable expenditure was
incurred before 6th April 1998,

this section applies, in place of section 54 and subject to
section 105, for computing the indexation allowance.

(2) There shall be an indexed pool of expenditure and
subsection (2) or, as the case may be, subsection (3) of
section 110 shall apply by reference to that pool in relation
to the disposal as it would apply (by reference to the pool for
which that section provides) for the purposes of corporation
tax.

(3) The amount at any time of the indexed pool of
expenditure shall be determined by—

(a) taking the amount which would, under section 110
and section 114, have been the amount of the
indexed pool of expenditure for the purposes of a
disposal of the whole of the holding at the end of
5th April 1998; and

(b) making any adjustments by way of increase or
reduction that would be required to be made by
virtue of subsection (8) of section 110 on the
assumptions set out in subsection (4) below.

(4) Those assumptions are—

(a) that the indexed pool of expenditure is an indexed
pool of expenditure for the purposes of section
110;

(b) that no increase or reduction is to be made except
for an operative event on or after 6th April 1998;
and

(c) that paragraph (a) of section 110(8) and section 114
are to be disregarded.

(5) For the purposes of making any adjustment in
accordance with subsection (3)(b) above, subsection (9) of
section 110 shall be assumed to provide only that, where the
operative event is a disposal, the calculation of the
indexation allowance under subsection (2) of that section, as
applied by subsection (2) above, is to be made before the
reduction under subsection (8)(c) of that section.”
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PART I (3) In each of sections 53(4) and 104(3) and (5) (which refer to section
CHAPTERII 110), after “110” there shall be inserted “, 110A".

(4) Subject to subsection (5) below, the preceding provisions of this
section have effect in relation to disposals on or after 6th April 1998.

(5) This section does not affect the computation of the amount of so much of
any gain as—

(@) is treated for the purposes of the taxation of chargeable gains as
having accrued on a disposal on or after 6th April 1998; but

(b) is taken for those purposes to be equal to the whole or any part of a
gain that— 10

(i) would (but for any enactment relating to the taxation of
chargeable gains) have accrued on an actual disposal made
before that date, or

(i) would have accrued on a disposal assumed under any

such enactment to have been made before that date. 15
Stock dividends
Capital gains on 124—(1) For sections 141 and 142 of the Taxation of Chargeable Gains
stockdividends.  Act 1992 (stock dividends) there shall be substituted the following section—
1992 c. 12. “Capitalgainson 142.—(1) This section applies where any share capital to

stockdividends. which section 249 of the Taxes Act applies is issued2as
mentioned in subsection (4), (5) or (6) of that section in
respect of shares in the company held by any person.

(2) The case shall not constitute a reorganisation of the
company'’s share capital for the purposes of sections 126 to
128. 25

(3) The person who acquires the share capital by means of
its issue shall (notwithstanding section 17(1)) be treated for
the purposes of section 38(1)(a) as having acquired that asset
for a consideration equal to the appropriate amount in cash
(within the meaning of section 251(2) to (4) of the Tax&s
Act).”

(2) This section applies to any share capital issued on or after 6th April
1998.

Non-residents etc.
ChargetoCGTon 125—(1) After section 10 of the Taxation of Chargeable Gains Act 1392

temgor?fy non-  there shall be inserted the following section—
resiaents.
“Temporarynon-  10A.—(1) This section applies in the case of any
residents. individual (‘the taxpayer’) if—
() he satisfies the residence requirements for any year
of assessment (‘the year of return’); 40

(b) he did not satisfy those requirements for one or
more years of assessment immediately preceding
the year of return but there are years of assessment
before that year for which he did satisfy those
requirements; 45
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(c) there are fewer than five years of assessment falling PARrT IlI
between the year of departure and the year O€HAPTERII
return; and

(d) four out of the seven years of assessment
immediately preceding the year of departure are
also years of assessment for each of which he
satisfied those requirements.

(2) Subiject to the following provisions of this section and
section 86A, the taxpayer shall be chargeable to capital gains
tax as if—

(a) all the chargeable gains and losses which (apart from
this subsection) would have accrued to him in an
intervening year,

(b) all the chargeable gains which under section 13 or
86 would be treated as having accrued to him in an
intervening year if he had been resident in the
United Kingdom throughout that intervening year,
and

(c) any losses which by virtue of section 13(8) would
have been allowable in his case in any intervening
year if he had been resident in the United Kingdom
throughout that intervening year,

were gains or, as the case may be, losses accruing to the
taxpayer in the year of return.

(3) Subject to subsection (4) below, the gains and losses
which by virtue of subsection (2) above are to be treated as
accruing to the taxpayer in the year of return shall not
include any gain or loss accruing on the disposal by the
taxpayer of any asset if—

(a) that asset was acquired by the taxpayer at a time in
the year of departure or any intervening year when
he was neither resident nor ordinarily resident in
the United Kingdom;

(b) that asset was so acquired otherwise than by means
of a relevant disposal which by virtue of section
58, 73 or 258(4) is treated as having been a
disposal on which neither a gain nor a loss accrued,;

(c) that asset is not an interest created by or arising
under a settlement; and

(d) the amount or value of the consideration for the
acquisition of that asset by the taxpayer does not
fall, by reference to any relevant disposal, to be
treated as reduced under section 23(4)(b) or (5)(b),
152(1)(b), 162(3)(b) or 247(2)(b) or (3)(b).

(4) Where—

(&) any chargeable gain that has accrued or would have
accrued on the disposal of any asset (‘the first
asset’) is a gain falling (apart from this section) to
be treated by virtue of section 116(10) or (11), 134
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or 154(2) or (4) as accruing on the disposal of the
whole or any part of another asset, and

(b) the other asset is an asset falling within paragraphs
(a) to (d) of subsection (3) above but the first asset is
not, 5

subsection (3) above shall not exclude that gain from the
gains which by virtue of subsection (2) above are to be
treated as accruing to the taxpayer in the year of return.

(5) The gains and losses which by virtue of subsection (2)
above are to be treated as accruing to the taxpayer in theyear
of return shall not include any chargeable gain or allowable
loss accruing to the taxpayer in an intervening year which, in
the taxpayer’s case, has fallen to be brought into account for
that year by virtue of section 10 or 16(3).

(6) The reference in subsection (2)(c) above to lossgs
allowable in an individual’'s case in an intervening year is a
reference to only so much of the aggregate of the losses that
would have been available in accordance with subsection (8)
of section 13 for reducing gains accruing by virtue of that
section to that individual in that year as does not exceed2the
amount of the gains that would have accrued to him in that
year if it had been a year throughout which he was resident in
the United Kingdom.

(7) Where this section applies in the case of any
individual, nothing in any enactment imposing any limit aa
the time within which an assessment to capital gains tax may
be made shall prevent any such assessment for the year of
departure from being made in the taxpayer’s case at any time
before the end of two years after the 31st January next
following the year of return. 30

(8) In this section—

‘intervening year’ means any year of assessment which,
in a case where the conditions in paragraphs (a) to
(d) of subsection (1) above are satisfied, falls
between the year of departure and the year3®sf
return;

‘relevant disposal’, means a disposal of an asset acquired
by the person making the disposal at a time when
that person was resident or ordinarily resident in
the United Kingdom; and 40

‘the year of departure’ means the last year of assessment
before the year of return for which the taxpayer
satisfied the residence requirements.

(9) For the purposes of this section an individual satisfies
the residence requirements for a year of assessment if4that
year of assessment is one during any part of which he is
resident in the United Kingdom or during which he is
ordinarily resident in the United Kingdom.
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(10) This section is without prejudice to any right to  ParTIII
claim relief in accordance with any double taxation reliefCHAPTERII
arrangements.”

(2) In section 9(3) of that Act (exclusion from charge of persons

5 temporarily resident), for “section 10(1)” there shall be substituted “sections
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10(1) and 10A".

(3) In section 96 of that Act (payments by and to companies), after
subsection (9) there shall be inserted the following subsections—

“(9A) For the purposes of this section an individual shall be deemed to
have been resident in the United Kingdom at any time in any year of
assessment which in his case is an intervening year for the purposes of
section 10A.

(9B) If—
(@) it appears after the end of any year of assessment that any
individual is to be treated by virtue of subsection (9A) above

as having been resident in the United Kingdom at any time in
that year, and

(b) as a consequence, any adjustments fall to be made to the
amounts of tax taken to have been chargeable by virtue of this
section on any person,

nothing in any enactment limiting the time for the making of any claim or
assessment shall prevent the making of those adjustments (whether by
means of an assessment, an amendment of an assessment, a repayment
of tax or otherwise).”

(4) This section has effect—

(&) in any case in which the year of departure is the year 1998-99 or a
subsequent year of assessment; and

(b) in any case in which the year of departure is the year 1997-98 and
the taxpayer was resident or ordinarily resident in the United
Kingdom at a time in that year on or after 17th March 1998.

126—(1) In section 76 of the Taxation of Chargeable Gains Act 198sposal of
(disposal of interests in settled property)— interestsina

(a) in subsection (1), at the beginning there shall be inserted “Subject gement.

subsection (1A) below”; and 1992 c. 12.

(b) after that subsection there shall be inserted the subsections set out in
subsection (2) below.

(2) Those subsections are as follows—

“(1A) Subsection (1) above does not apply if—
(@) the settlement falls within subsection (1B) below; or

(b) the property comprised in the settlement is or includes property
deriving directly or indirectly from a settlement falling within
that subsection.

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

(&) were not resident or ordinarily resident in the United Kingdom;
or
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(b) fell to be regarded for the purposes of any double taxation
relief arrangements as resident in a territory outside the
United Kingdom.”

(3) This section has effect in relation to any disposal on or after 6th March

5

127—(1) After section 86 of the Taxation of Chargeable Gains Act 1992
there shall be inserted the following section—

“Attribution of 86A.—(1) This section applies in the case of a person
gainstosettlorin who is a settlor in relation to any settlement (‘the relevant
section 10A casegettlement’) where— 10

(&) by virtue of section 10A, amounts falling within
section 86(1)(e) for any intervening year or years
would (apart from this section) be treated as
accruing to the gdor in the year of return; and

(b) there is an excess of the relevant chargeable amaimts
for the non-residence period over the amount of the
section 87 pool at the end of the year of departure.

(2) Only so much (if any) of—
(a) the amount falling within section 86(1)(e) for the
intervening year, or 20

(b) if there is more than one intervening year, the
aggregate of the amounts falling within section
86(1)(e) for those years,

as exceeds the amount of the excess mentioned in subsection
(1)(b) above shall fall in accordance with section 10A to 1%
attributed to the settlor for the year of return.

(3) In subsection (1) above, the reference to the relevant
chargeable amounts for the non-residence period is (subject
to subsection (5) below) a reference to the aggregate of the
amounts on which beneficiaries of the relevant settlemensare
charged to tax under section 87 or 89(2) for the intervening
year or years in respect of any capital payments received by
them.

(4) In subsection (1) above, the reference to the section 87
pool at the end of the year of departure is (subject3to
subsection (5) below) a reference to the amount (if any)
which, in accordance with subsection (2) of that section, fell
in relation to the relevant settlement to be carried forward
from the year of departure to be included in the amount of
the trust gains for the year of assessment immediaiely
following the year of departure.

(5) Where the property comprised in the relevant
settlement has at any time included property not originating
from the settlor, only so much (if any) of any capital
payment or amount carried forward in accordance with
section 87(2) as, on a just and reasonable apportionment, is
properly referable to property originating from the settlor
shall be taken into account for the purposes of subsections
(3) and (4) above.
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(6) Where any reduction falls to be made by virtue of ParTIII
subsection (2) above in any amount to be attributed iItCHAPTERII
accordance with section 10A to anytther for any year of
assessment, the reduction to be treated as made for that year
in accordance with section 87(3) in the case of thdesaent
in question shall not be made until-

(&) the reduction (if any) falling to be made by virtue of
that subsection has been made in the case of every
settlor to whom any amount is so attributed; and

(b) the amount or aggregate amount which (after any
reduction or reductions in accordance with
subsection (2) above) is for that year to be
attributed to settlors of the settlement in
accordance with section 10A has been applied in
reducing the amount carried forward to that year in
accordance with section 87(2).

(7) Where an amount or aggregate amount has been
applied, in accordance with subsection (6)(b) above, in
reducing the amount which in the case of any settlement is
carried forward to any year in accordance with section 87(2),
that amount (or, as the case may be, so much of it as does
not exceed the amount which it is applied in reducing) shall
be deducted from the amount used for that year for making
the reduction under section 87(3) in the case of that
settlement.

(8) Expressions used in this section and section 10A have
the same meanings in this section as in that section; and
paragraph 8 of Schedule 5 shall apply for the construction of
the references in subsection (5) above to property originating
from the settlor as it applies for the purposes of that
Schedule.”

(2) In section 97(1) to (5), (7) and (8) of that Act (interpretation of
sections 87 to 96), for the words “sections 87, wherever occurring, there
shall be substituted “sections 86A”.

(3) This section has effect where the year of departure is the year 1997-98 or
any subsequent year of assessment.

128—(1) In subsection (1) of section 87 of the Taxation of Chargeali@arge on
Gains Act 1992 (charge on beneficiaries of a non-resident settlement ifbgieficiaries of
settlor is or has been domiciled and resident in the United Kingdom), gg&lementswith

words from “if the settlor” to the end of the subsection shall be omitted. ggg[éfssl'dem

(2) In subsection (1) of section 88 of that Act (charge on beneficiaries afa2 c. 12.
settlement treated as resident outside the United Kingdom if the settlor is or
has been domiciled and resident in the United Kingdom)—

(a) the word “and” shall be inserted at the end of paragraph (a); and
(b) paragraph (c) and the word “and” immediately preceding it shall be
omitted.

(3) Subject to subsection (4) below, the preceding provisions of this
section apply for the year 1998-99 and subsequent years of assessment and
shall be deemed to have applied for the year 1997-98.
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PART I (4) Where section 87 of that Act applies for any year of assessment in
CHAPTERII relation to any settlement in relation to which it would not have applied for
that year but for subsection (1) or (2) above—
(a) gains and losses accruing to the trustees of thikesent before 17th
March 1998, and 5

(b) capital payments received before that date,
shall be disregarded for the purposes of that section.

Charge on settlors 129—(1) In paragraph 2 of Schedule 5 to the Taxation of Chargeable
Ofseglir_frgms for  Gains Act 1992 (test whether settlor has interest)—

grandchiidren. (a) after sub-paragraph (3)(d) there shall be inserted the following
1992 c. 12. paragraphs—

“(da) any grandchild of the settlor or of the settlor's
spouse;

(db) the spouse of any such grandchild;”
(b) in sub-paragraph (3)(e), for “(d)” there shall be substituted “(db)”.15

(2) For sub-paragraph (7) of that paragraph, there shall be substituted the
following sub-paragraph—

“(7) In this paragraph—
‘child’ includes a stepchild; and
‘grandchild’ means a child of a child.” 20

(3) Schedule 22 to this Act (which makes transitional provision and
consequential amendments in connection with the provisions of this section)
shall have effect.

(4) The preceding provisions of this section and Schedule 22 to this Act
apply for the year 1998-99 and subsequent years of assessment and st&ll be
deemed to have applied for the year 1997-98.

Charge on settlors 130—(1) In paragraph 9 of Schedule 5 to the Taxation of Chargeable

ofpre-19thMarch ~ Gains Act 1992 (which sets out when a settlement is a qualifying settlement

1991 settlements. o1 the purposes of the attribution of gains to the settlor), after sub-paragraph
(1) there shall be inserted the following sub-paragraphs— 30

“(1A) Subject to sub-paragraph (1B) below, a settlement created
before 19th March 1991 is a qualifying settlement for the purposes of
section 86 and this Schedule in—

(&) the year 1999-00, and
(b) subsequent years of assessment. 35

(1B) Where a settlement created before 19th March 1991 is a
protected settlement immediately after the beginning of 6th April 1999,
that settlement shall be treated as a qualifying settlement for the
purposes of section 86 and this Schedule in a year of assessment
mentioned in sub-paragraph (1A)(a) or (b) above only if— 40

(a) any of the five conditions set out in subsections (3) to (6A)
below becomes fulfilled as regards the settlement in that year;
or
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(b) any of those five conditions became so fulfilled in any previous PaRT Il
year of assessment ending after 19th March 1991.” CHAPTERII

(2) Sub-paragraph (2) of that paragraph shall not have effect for the
purpose of determining whether any settlement is a qualifying settlement in
the year 1999-00 or any subsequent year of assessment.

(3) After sub-paragraph (6) of that paragraph there shall be inserted the
following sub-paragraph—

“(6A) The fifth condition is that the settlementeases to be a
protected settlement at any time on or after 6th April 1999.”

(4) After sub-paragraph (10) of that paragraph there shall be inserted the
following sub-paragraphs—

“(10A) Subject to sub-paragraph (10B) below, a settlement is a
protected settlement at any time in a year of assessment if at that time
the beneficiaries of that settlement are confined to persons falling
within some or all of the following descriptions, that is to say—

(@) children of a settlor or of a spouse of a settlor who are under
the age of eighteen at that time or who were under that age at
the end of the immediately preceding year of assessment;

(b) unborn children of a settlor, of a spouse of a settlor, or of a
future spouse of a settlor;

(c) future spouses of any children or future children of a settlor, a
spouse of a settlor or any future spouse of a settlor;

(d) a future spouse of a settlor;
(e) persons outside the defined categories.

(10B) For the purposes of sub-paragraph (10A) above a person is
outside the defined categories at any time if, and only if, there is no
settlor by reference to whom he is at that time a defined person in
relation to the settlement for the purposes of paragraph 2(1) above.

(10C) For the purposes of sub-paragraph (10A) above a person is a
beneficiary of a settlement if—

(&) there are any circumstances whatever in which relevant
property which is or may become comprised in the settlement
is or will or may become applicable for his benefit or payable to
him;

(b) there are any circumstances whatever in which relevant income
which arises or may arise under the settlement is or will or
may become applicable for his benefit or payable to him;

(c) he enjoys a benefit directly or indirectly from any relevant
property comprised in the settlement or any relevant income
arising under the settlement.

(10D) In sub-paragraph (10C) above—

‘relevant property’ means property originating from a settlor; and

‘relevant income’ means income originating from a settlor.”

(5) In construing section 86(1)(e) of the Taxation of Chargeable Gains Ag92 c. 12.

1992 (which specifies the amount by reference to which a charge arises under
that section) as regards a particular year of assessment and in relation to a
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settlement created before 19th March 1991 which—
(a) is a qualifying settlement in the year 1999-00, but
(b) was not a qualifying settlement in any earlier year of assessment,

no account shall be taken of disposals made before 6th April 1999 (whether
for the purpose of arriving at gains or for the purpose of arriving at lossesp

(6) Schedule 23 (which makes transitional provision in connection with
the coming into force of this section) shall have effect.

Groups of companies etc.

131—(1) After section 101 of the Taxation of Chargeable Gains Act
1992, there shall be inserted the following section— 10

“Transferwithin ~ 101A.—(1) This section applies where—

?nr\?ggt:r?enttrust (a) an asset has been disposed of to a company (the
' ‘acquiring company’) and the disposal has been
treated by virtue of section 171(1) as giving rise to
neither a gain nor a loss, 15

(b) at the time of the disposal the acquiring company
was not an investment trust, and

(c) the conditions set out in subsection (2) below are
satisfied by the acquiring company.

(2) Those conditions are satisfied by the acquirat
company if—
(a) it becomes an investment trust for an accounting
period beginning not more than 6 years after the
time of the disposal,

(b) at the beginning of that accounting period, it owns,
otherwise than as trading stock—

() the asset, or

(ii) property to which a chargeable gain has
been carried forward from the asset on a
replacement of business assets, 30

(c) it has not been an investment trust for any earlier
accounting period beginning after the time of the
disposal, and

(d) at the time at which it becomes an investment trust,
there has not been an event by virtue of whictsit
falls by virtue of section 179(3) or 101C(3) to be
treated as having sold, and immediately reacquired,
the asset at the time specified in subsection (3)
below.

(3) The acquiring company shall be treated for all #e
purposes of this Act as if immediately after the disposal it
had sold, and immediately reacquired, the asset at its market
value at that time.

(4) Any chargeable gain or allowable loss which, apart
from this subsection, would accrue to the acquiring compasy
on the sale referred to in subsection (3) above shall be
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treated as accruing to it immediately before the end of the ParT Il
last accounting period to end before the beginning of th€HAPTERII
accounting period for which the acquiring company becomes

an investment trust.

(5) For the purposes of this section a chargeable gain is
carried forward from an asset to other property on a
replacement of business assets if—

(&) by one or more claims under sections 152 to 158, the
chargeable gain accruing on a disposal of the asset
is reduced, and

(b) as a result an amount falls to be deducted from the
expenditure allowable in computing a gain
accruing on the disposal of the other property.

(6) For the purposes of this section an asset acquired by
the acquiring company shall be treated as the same as an
asset owned by it at a later time if the value of the second
asset is derived in whole or in part from the first asset; and, in
particular, assets shall be so treated where—

(a) the second asset is a freehold and the first asset was a
leasehold; and

(b) the lessee has acquired the reversion.

(7) Where under this section a company is to be treated as
having disposed of and reacquired an asset—

(@) all such recomputations of liability in respect of
other disposals, and

(b) all such adjustments of tax, whether by way of
assessment or by way of discharge or repayment of
tax,

as may be required in consequence of the provisions of this
section shall be carried out.

(8) Notwithstanding any limitation on the time for
making assessments, any assessment to corporation tax
chargeable in consequence of this section may be made at
any time within 6 years after the end of the accounting
period referred to in subsection (2)(a) above.”

(2) In section 179 of that Act (company ceasing to be a member of a
group), after subsection (2B) there shall be inserted the following
subsection—

“(2C) This section shall not have effect as respects any asset fif,
before the time when the chargeable company ceases to be a member of
the group or, as the case may be, the second group, an event has already
occurred by virtue of which the company falls by virtue of section
101A(3) to be treated as having sold and immediately reacquired the
asset at the time specified in subsection (3) below.”

(3) Subsections (1) and (2) above apply to any company which becomes
an investment trust for an accounting period beginning on or after 17th
March 1998.



PART Il
CHAPTERII
Transfer of
company’s assets
to venture capital
trust.

1992 c. 12.

126 Finance (No. 2)

132—(1) In subsection (4) of section 139 of the Taxation of Chargeable
Gains Act 1992 (reconstruction or amalgamation involving transfer of a
business), after “investment trust” there shall be inserted “or a venture capital
trust.”

(2) After the section 101A of that Act inserted by section 131 above there
shall be inserted the following section—

“Transfer of 101B.—(1) Where section 139 has applied on the transfer

company’s assetgf a company’s business (in whole or in part) to a company

:?U‘S”t“re capitalyhich at the time of the transfer was not a venture capital
' trust, then if— 10

(&) at any time after the transfer the company becomes a
venture capital trust by virtue of an approval for
the purposes of section 842AA of the Taxes Act;
and

(b) at the time as from which the approval has effect ite
company still owns any of the assets of the
business transferred,

the company shall be treated for all the purposes of this Act
as if immediately after the transfer it had sold, and
immediately reacquired, the assets referred to in parageaph
(b) above at their market value at that time.

(2) Any chargeable gain or allowable loss which, apart
from this subsection, would accrue to the company on the
sale referred to in subsection (1) above shall be treated as
accruing to the company immediately before the tinte
mentioned in subsection (1)(b) above.

(3) This section does not apply if at the time mentioned in
subsection (1)(b) above there has been an event by virtue of
which the company falls by virtue of section 101(1) to be
treated as having sold, and immediately reacquired, 3the
assets immediately after the transfer referred to in subsection
(1) above.

(4) Notwithstanding any limitation on the time for
making assessments, any assessment to corporation tax
chargeable in consequence of this section may, in a casé in
which the approval mentioned in subsection (1)(a) above has
effect as from the beginning of an accounting period, be
made at any time within 6 years after the end of that
accounting period.

(5) Where under this section a company is to be treatedoas
having disposed of, and reacquired, an asset of a business,
all such recomputations of liability in respect of other
disposals and all such adjustments of tax, whether by way of
assessment or by way of discharge or repayment of tax, as
may be required in consequence of the provisions of #3is
section shall be carried out.”

(3) After subsection (1A) of section 101 of that Act there shall be inserted
the following subsection—

“(1B) This section does not apply if at the time at which the
company becomes an investment trust there has been an event bysdrtue
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of which it falls by virtue of section 101B(1) to be treated as having PaRrTIlI
sold, and immediately reacquired, the assets immediately after tBeaArTERII
transfer referred to in subsection (1) above.”

(4) Subsection (1) above applies to transfers made on or after 17th March
1998.

(5) Subsections (2) and (3) above apply to a company in respect of which
an approval for the purposes of section 842AA of the Taxes Act 1988
(venture capital trusts) has effect as from a time falling on or after 17th
March 1998.

133—(1) In section 171 of the Taxation of Chargeable Gains Act 1992Zansferwithin
(transfers within a group), after the word “or” at the end of paragraph (c)asdup toventure
subsection (2) there shall be inserted the following paragraph— capital trust.

“(cc) a disposal by or to a venture capital trust; or” 1992 c. 12.

(2) After the section 101B of that Act inserted by section 132 above there
shall be inserted the following section—

“Transferwithin ~ 101C.—(1) This section applies where—

g;%ti'tglt?r\lﬁtm”re (a) an asset has been disposed of to a company (the
' ‘acquiring company’) and the disposal has been
treated by virtue of section 171(1) as giving rise to
neither a gain nor a loss,

(b) at the time of the disposal the acquiring company
was not a venture capital trust, and

(c) the conditions set out in subsection (2) below are
satisfied by the acquiring company.

(2) Those conditions are satisfied by the acquiring
company if—

(a) it becomes a venture capital trust by virtue of an
approval having effect as from a time (the ‘time of
approval’) not more than 6 years after the time of
the disposal,

(b) at the time of approval the company owns, otherwise
than as trading stock—

(i) the asset, or

(ii) property to which a chargeable gain has
been carried forward from the asset on a
replacement of business assets,

(c) it has not been a venture capital trust at any earlier
time since the time of the disposal, and

(d) at the time of approval, there has not been an event
by virtue of which it falls by virtue of section
179(3) or 101A(3) to be treated as having sold, and
immediately reacquired, the asset at the time
specified in subsection (3) below.

(3) The acquiring company shall be treated for all the
purposes of this Act as if immediately after the disposal it
had sold, and immediately reacquired, the asset at its market
value at that time.
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(4) Any chargeable gain or allowable loss which, apart
from this subsection, would accrue to the acquiring company
on the sale referred to in subsection (3) above shall be
treated as accruing to it immediately before the time of
approval. 5

(5) Subsections (5) to (7) of section 101A apply for the
purposes of this section as they apply for the purposes of
that section.

(6) Notwithstanding any limitation on the time for
making assessments, any assessment to corporatioriotax
chargeable in consequence of this section may, in a case in
which the time of approval is the time at which an
accounting period of the company begins, be made at any
time within 6 years after the end of that accounting period.

(7) Any reference in this section to an approval is1&
reference to an approval for the purposes of section 842AA
of the Taxes Act.”

(3) In section 179 of that Act (company ceasing to be a member of a
group), after the subsection (2C) inserted by section 131 above there shall be
inserted the following subsection— 20

“(2D) This section shall not have effect as respects any asset if,
before the time when the chargeable company ceases to be a member of
the group or, as the case may be, the second group, an event has already
occurred by virtue of which the company falls by virtue of section
101C(3) to be treated as having sold and immediately reacquiredzhe
asset at the time specified in subsection (3) below.”

(4) Subsection (1) above applies to disposals made on or after 17th March
1998.

(5) Subsections (2) and (3) above apply to a company in respect of which
an approval for the purposes of section 842AA of the Taxes Act 1888
(venture capital trusts) has effect as from a time falling on or after 17th
March 1998.

134—(1) In section 170(9) of the Taxation of Chargeable Gains Act 1992
(meaning of “company” in sections 170 to 181), after the word “and” at the
end of paragraph (c) there shall be inserted the following paragraph— 35

“(cc) an incorporated friendly society within the meaning of the
Friendly Societies Act 1992; and”.

(2) In subsection (2) of section 171 of that Act (transfers within a group),
after the word “or” at the end of the paragraph (cc) inserted by section 133
above there shall be inserted the following paragraph— 40

“(cd) a disposal by or to a qualifying friendly society; or”
(3) After subsection (4) of that section there shall be inserted the
following subsection—

“(5) In subsection (2)(cd) above ‘qualifying friendly society’ means a
company which is a qualifying society for the purposes of section 463B
of the Taxes Act (incorporated friendly societies entitled to exemption
from income tax and corporation tax on certain profits).”
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(4) Subsection (1) above applies for the purpose of determining, in ParT llI
relation to times on and after 17th March 1998, whether a friendly society iSGHAPTERII
company within the meaning of the provisions of sections 170 to 181 of the
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Taxation of Chargeable Gains Act 1992. 1992 c. 12.

(5) Subsections (2) and (3) above apply in relation to disposals made on or
after 17th March 1998.

135—(1) In the Taxation of Chargeable Gains Act 1992, after sectiBre-entrygains.

177A (pre-entry losses) there shall be inserted the following section—

“Pre-entry gains

Restrictions on 177B. Schedule 7AA to this Act (which makes provision
settinglosses  restricting the losses that may be set against the chargeable
againstpre-entry gains accruing to a company in the accounting period in
gains. which it joins a group of companies) shall have effect.”

(2) After Schedule 7Ato that Act there shall be inserted, as Schedule 7AA to
that Act, the Schedule set out in Schedule 24 to this Act.

(3) In subsection (3) of section 213 of that Act (carry back of losses in
respect of deemed annual disposal by insurance companies)—

(a) at the beginning there shall be inserted “Subject to subsection (3A)
below,”; and

(b) for the “and” at the end of paragraph (c) there shall be substituted—

“(ca) none of the intervening accounting periods is an
accounting period in which the company joined a
group of companies, and”.

(4) After that subsection there shall be inserted the following
subsections—

“(3A) Subsection (3) above shall have effect where the company in
guestion joins a group of companies in the later period, as if a claim
could not be made in respect of the net amount for that period except to
the extent (if any) that the net amount is an amount which, assuming
there to be gains accruing to the company immediately after the
beginning of that period, would fall to be treated under paragraph 4 of
Schedule 7AA as a qualifying loss in relation to those gains.

(3B) References in subsections (3) and (3A) above to a company
joining a group of companies shall be construed in accordance with
paragraph 1 of Schedule 7AA as if those references were contained in
that Schedule.”

(5) Subsections (1) and (2) above and Schedule 24 to this Act have effect in
relation to any accounting period ending on or after 17th March 1998.

(6) Subsection (3) above has effect in relation to any intervening period
ending on or after 17th March 1998.

(7) Subsection (4) above has effect in any case where the earlier
accounting period is one ending on or after 17th March 1998.

136—(1) In paragraph 9(6) of Schedule 7A to the Taxation of Chargeable-entry losses.

Gains Act 1992 (separate application of provisions relating to pre-entry
losses in relation to different groups), for “for the purposes of this paragraph as
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PART I the same group if” there shall be substituted “in relation to any company that is
CHAPTERII or has become a member of the second group (‘the relevant company’) as the
same group for the purposes of this paragraph if—

(a) the time at which the relevant company became a member of the first
group is a time in the same accounting period as that in which the

principal company of the first group became a member of the
second group; or

(b)".

(2) This section has effect in relation to any accounting period ending on
or after 17th March 1998. 10

De-grouping 137—(1) In section 179(2B) of the Taxation of Chargeable Gains Act

charges. 1992 (cases where there is a connection between groups successively left by a
1992 c. 12. company)—

(&) in paragraph (b), for the words from “company which” to “its” there
shall be substituted “person or persons who control the company
mentioned in paragraph (a) above or who have had it under their”;

(b) in paragraph (c), for the words from “company which has” to “its”
there shall be substituted “person or persons who have, at any time in
that period, had under their”; and

(c) in that paragraph, for “fallen”, wherever it occurs, there shall2be
substituted “been a person falling”.

(2) Subsection (1) above has effect in relation to a company in any case in
which the time of the company’s ceasing to be a member of the second
group is on or after 17th March 1998.

Abolition of reliefs 25

Phasing out of 138—(1) In Schedule 6 to the Taxation of Chargeable Gains Act 1992

retrementrelief.  (retirement relief etc.), paragraph 13(1) (amount available for relief: basic
rule) shall have effect, in relation to qualifying disposals in a year of
assessment specified in the first column of the following Table, as if—

(&) for the references to £250,000 there were substituted referencss to
the amount specified in the second column of that Table; and

(b) for the reference to £1 million there were substituted a reference to
the amount specified in the third column of that Table.

TABLE
Year £250,000 £1 million 35
1999-00 £200,000 £800,000
2000-01 £150,000 £600,000
2001-02 £100,000 £400,000
2002-03 £50,000 £200,000
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(2) The following provisions, namely— PART I
(a) section 163 of that Act (relief for disposals by individuals onCHAPTERII
retirement from family business);
(b) section 164 of that Act (other retirement relief); and
(c) Schedule 6 to that Act,

shall cease to have effect in relation to disposals in the year 2003-04 and
subsequent years of assessment.

(3) In section 157 of that Act (trade carried on by family company), for
the words “within the meaning of Schedule 6” there shall be substituted the
words “that is to say, a company the voting rights in which are exercisable, as to
not less than 5 per cent, by him”.

(4) In subsection (8) of section 165 of that Act (relief for gifts of business
assets), for paragraph (a) there shall be substituted the following
paragraphs—

“(@) ‘personal company’, in relation to an individual, means a
company the voting rights in which are exercisable, as to not
less than 5 per cent, by that individual,

(aa) ‘holding company’, ‘trading company’ and ‘trading group’
have the meanings given by paragraph 22 of Schedule A1,
and”.

(5) In the following provisions, namely—

(&) subsection (8) of section 228 of that Act (conditions for roll-over
relief: supplementary); and

(b) subsection (14)(b) of section 253 of that Act (relief for loans to
traders),

for the words “paragraph 1 of Schedule 6” there shall be substituted the
words “paragraph 22 of Schedule A1".

(6) Subsections (3) to (5) above have effect in relation to the year 2003-04
and subsequent years of assessment.

139—(1) The following provisions of the Taxation of Chargeable Gaimsbolition of

Act 1992 shall cease to have effect, namely— certainother CGT

(@) Chapter IA of Part V (roll-over relief on re-investment); and reliefs.

(b) sections 254 and 255 (relief for debts on qualifying corporat@d2 c. 12.
bonds).
(2) In subsection (1) above—

() paragraph (a) has effect in relation to acquisitions made on or after
6th April 1998; and

(b) paragraph (b) has effect in relation to loans made on or after 17th
March 1998.

PART IV

INHERITANCE TAX ETC.

140. Schedule 25 to this Act (which makes provision about tiReoperty of
designation of property of historic interest, etc. and about undertakingdistoricinterest
relation to such property) shall have effect. etc.
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141—(1) Section 26 of the Inheritance Tax Act 1984 (gifts for public
benefit) shall not apply to any transfer of value made on or after 17th March
1998.

(2) Accordingly, in that Act, in relation to any transfer of value made on or
after 17th March 1998— 5

(@) in sections 23(5) and 29A(6) (gifts to charities and abatement of
exemptions), for the words “25 or 26", in each place where they
occur, there shall be substituted “or 25”; and

(b) in section 29(5) (exemptions in loan cases), for “to 26", “25 or 26"
and “25(2) and 26(7)" there shall be substituted, respectively,1tto
25", "or 25" and “and 25(2)".

(3) In relation to any property becoming the property of any person on or
after 17th March 1998, in section 56(4) and (7) of that Act (exclusion of
exemptions in relation to the acquisition of reversionary interests), for the
words “to 26", in each place where they occur, there shall betdutesl “to 15
25",

(4) In section 76 of that Act (tax not charged on property becoming
property held for charitable purposes etc.)—

(a) paragraph (d) of subsection (1) and subsection (2) shall cease to have
effect, and the word “or” shall be inserted at the end of paragrzph
(b) of subsection (1);

(b) in subsection (3), for “to (d)” there shall be substituted “to (¢)”; and

(c) in subsections (6) and (8), for the words “(c) or (d)", in each place
where they occur, there shall be substituted “or (c)”.

(5) Subsection (4) above has effect in relation to property which ceases to
be relevant property, or to be property to which any of sections 70 to 74 of
the Inheritance Tax Act 1984 or paragraph 8 of Schedule 4 to that Act
applies, on or after 17th March 1998.

(6) In relation to any property becoming the property of a body on a
transfer of value made on or after 17th March 1998, in section 161(2)(I3p of
that Act (related property), for “25 or 26” there shall be substituted “or 25”.

(7) In relation to any disposal on or after 17th March 1998, in section
258(2) of the Taxation of Chargeable Gains Act 1992 (gains on disposal of
works of art etc.), in paragraph (a), for “1984 Act” there shall be substituted
“Inheritance Tax Act 1984 (‘the 1984 Act’)". 35

142—(1) In section 27 of the Inheritance Tax Act 1984 (exemption for
transfers into maintenance funds for historic buildings etc.), at the beginning
of subsection (1) there shall be inserted “Subject to subsection (1A) below,”
and after that subsection there shall be inserted the following subsection—

“(1A) Subsection (1) above does not apply in the case of a directibn
given after the time of the transfer unless the claim for the direction (if it is
not made before that time) is made no more than two years after the
date of that transfer, or within such longer period as the Board may
allow.”

(2) This section has effect in relation to transfers of value made on or &gter
17th March 1998.
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143—(1) Section 10 of the Exchequer and Audit Departments Act 1866 PaRT IV
shall have effect as if the accounts required to be rendered under that sectiaoctunting for
the Comptroller and Auditor General, in addition to containing informati@eperty accepted
about payments to which that section applies, were required to contain dggfisfactionof

5 information about property accepted on or after 1st April 1998 in satisfact i
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of tax as may be specified in directions given by the Treasury. 1866 c. 39.

(2) In subsection (1) above the reference to property accepted in
satisfaction of tax is a reference to property accepted by the Commissioners
of Inland Revenue under any of the following provisions, that is to say—

(a) section 230 of the Inheritance Tax Act 1984; 1984 c. 51.

(b) paragraph 17 of Schedule 4 to the Finance Act 1975; 1975¢c. 7.

(c) section 56 of the Finance (1909-1910) Act 1910; 1910c. 8.

(d) section 30 of the Finance Act 1953 and section 1 of the Finanes3s c. 34.
(Miscellaneous Provisions) Act (Northern Ireland) 1954; 1954 ¢. 3 (N.L).

(e) section 34(1) of the Finance Act 1956, section 46 of the Finance 2@%6 c. 54.
1973, Article 10 of the Finance (Northern Ireland) Order 1972 ané73 c. 51.
Article 5 of the Finance (Miscellaneous Provisions) (Northeml. 1972/1100
Ireland) Order 1973. (N.I. 11).

(3) The preceding provisions of this section have effect in relation 0. 1973/1323
accounts rendered on or after such date as the Treasury may by order heldé3).
by statutory instrument appoint.

PART V
OTHER TAXES

Insurance premium tax

144—(1) Schedule 6A to the Finance Act 1994 (premiums liable to taxTatvelinsurance:
the higher rate) shall be amended as follows. higher rate tax.
(2) For paragraph 4 (travel insurance) there shall be substituted— 1994 c. 9.
“Travel insurance
4.—(1) A premium under a taxable insurance contract falls within
this paragraph if it is in respect of the provision of cover against travel
risks for a person travelling.
(2) Where—
() a contract of insurance provides cover against both travel risks
and risks other than travel risks,
(b) the premium attributable to the cover against travel risks does
not exceed 10 per cent. of the total premium payable under
the contract, and
(c) the contract does not provide cover for a person travelling
against travel risks falling within two or more of the
paragraphs of sub-paragraph (3) below,
the premium, so far as attributable to the cover against travel risks, does
not fall within this paragraph by virtue of sub-paragraph (1) above.
(3) The travel risks mentioned in sub-paragraph (2)(c) above are—
(@) liability in respect of cancellation of travel or of
accommaodation arranged in connection with travel;
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PART V (b) delayed or missed departure;

(c) curtailment of travel or of the use of accommodation arranged
in connection with travel;

(d) loss or delayed arrival of baggage;
(e) personal injury or iliness or expenses of repatriation. 5
(4) A premium does not fall within this paragraph by virtue of sub-
paragraph (1) above if it is payable under a taxable insurance contract

relating to a motor vehicle and is attributable to cover of the kind
generally known as—

(@) fully comprehensive, 10
(b) third party, fire and theft,

(c) third party, or

(d) roadside assistance,

or if it is payable under a taxable insurance contract relating to a

caravan, boat or aircraft and is attributable to cover of a description

broadly corresponding to any of those set out in paragraphs (a) to (d)
above (so far as applicable) provided in respect of the caravan, boat or
aircraft for a period of at least one month for the person travelling.

(5) In this paragraph—
“person travelling” includes a person intending to travel, 20
“travel risks” means—

(a) risks associated with, or related to, travel or intended
travel, or

(b) risks to which a person travelling may be exposed at
any place at which he may be in the course of the travel25

(3) Except as provided by subsection (4) below, subsections (1) and (2)

above have effect in relation to a premium which falls to be regarded for the

1994 c. 9. purposes of Part Il of the Finance Act 1994 as received under a taxable
insurance contract by an insurer on or after 1st August 1998.

(4) Subsections (1) and (2) above do not have effect in relation 89 a
premium if the premium—
(a) is in respect of a contract made before 1st August 1998; and
(b) falls, by virtue of regulations under section 68 of the Finance Act
1994 (special accounting scheme), to be regarded for the purposes

of Part Il of that Act as received under the contract by the insager
on a date before 1st February 1999.

(5) In the application of sections 67A to 67C of the Finance Act 1994 in
relation to the increase in insurance premium tax effected by this section and
the exception from that increase—

(a) the announcement relating to that increase, as described in seotion
67A(1), and to that exception, as described in section 67B(1), shall
be taken to have been made on 17th March 1998;

(b) “the date of the change” is 1st August 1998; and
(c) “the concessionary date” is 1st February 1999.

Taxable 145—(1) Section 52A of the Finance Act 1994 (certain fees to be treatetbas
intermediaries. premiums under higher rate contracts) shall be amended as follows.
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(2) In subsection (5) (which defines a “taxable intermediary” as a person PART V
falling within subsection (6) of that section etc) after “subsection (6)” there
shall be inserted “or (6A)".

(3) For subsections (6) and (7) there shall be substituted—

“(6) A person falls within this subsection if the higher rate contract
mentioned in subsection (1) above falls within paragraph 2 or 3 of
Schedule 6A to this Act (motor cars or motor cycles, or relevant goods)
and the person is—

(a) within the meaning of the paragraph in question, a supplier of
motor cars or motor cycles or, as the case may be, of relevant
goods; or

(b) a person connected with a person falling within paragraph (a)
above; or

(c) a person who in the course of his business pays—

(i) the whole or any part of the premium received under
that contract, or

(il) afee connected with the arranging of that contract,
to a person falling within paragraph (a) or (b) above.
(6A) A person falls within this subsection if the higher rate contract

mentioned in subsection (1) above falls within paragraph 4 of Schedule
6A to this Act (travel insurance) and the person is—

(&) the insurer under that contract; or

(b) a person through whom that contract is arranged in the course
of his business; or

(c) a person connected with the insurer under that contract; or

(d) a person connected with a person falling within paragraph (b)
above; or

(e) a person who in the course of his business pays—

(i) the whole or any part of the premium received under
that contract, or

(i) afee connected with the arranging of that contract,
to a person falling within any of paragraphs (a) to (d) above.”

(4) In subsection (9) (definitions) the definition of “tour operator” and
“travel agent” shall be omitted.

(5) The amendments made by this section have effect in relation to
payments in respect of fees charged on or after 1st August 1998.

Landfill tax

146—(1) In section 1(1) of the Provisional Collection of Taxes Act 196&ovisional
(taxes in relation to which resolutions may have temporary statutory effegellection of
after “insurance premium tax,” there shall be inserted “landfill tax,”. landill tax.

(2) Where— 1968 c. 2.

(@) by virtue of a resolution having effect under the Provisional
Collection of Taxes Act 1968 landfill tax has been paid at a rate
specified in the resolution on a taxable disposal of material by
reference to the weight of material disposed of, and
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(b) by virtue of section 1(6) or (7) or 5(3) of that Act any of that tax is
repayable in consequence of the restoration in relation to the
taxable disposal of a lower rate,

the amount repayable shall be the difference between the landfill tax paid on
the taxable disposal at the rate specified in the resolution and the landfilbtax
that would have been payable on a taxable disposal of the same weight of
material at the lower rate.

(3) Where—

(@) by virtue of a resolution having effect under the Provisional
Collection of Taxes Act 1968 landfill tax is chargeable at a rate
specified in the resolution on a taxable disposal by reference to the
weight of material disposed of, but

(b) before the tax is paid it ceases to be chargeable at that rate in
consequence of the restoration in relation to the taxable disposal of a
lower rate, 15

the landfill tax chargeable at the lower rate shall be charged by reference to
the same weight of material as that by reference to which landfill tax would
have been chargeable at the rate specified in the resolution.

(4) Expressions used in this section and Part Il of the Finance Act 1996
have the same meanings in this section as in that Part. 20

Stamp duty

147—(1) Section 55 of the Finance Act 1963 and section 4 of the Finance
Act (Northern Ireland) 1963 (both of which provide for rates of stamp duty
on conveyance or transfer on sale) shall each be amended as follows.

(2) In subsection (1)(d) (rate of £1.50p for every £100 etc wiase
consideration does not exceed £500,000 and the instrument is certified at that
amount) for “£1.50p” there shall be substituted “£2”.

(3) In subsection (1)(e) (rate of £2 for every £100 etc) for “E£2” there shall be
substituted “£3".

(4) This section shall apply to instruments executed on or after 2dth
March 1998, except where the instrument in question is executed in
pursuance of a contract made on or before 17th March 1998.

(5) This section shall be deemed to have come into force on 24th March
1998.

Petroleum revenue tax etc. 35

148—(1) Paragraph 3A of Schedule 3 to the Oil Taxation Act 1975
(market value of light gases) shall have effect, and be deemed always to have
had effect, with the insertion of the following sub-paragraph after sub-
paragraph (3)—

“(3A) The circumstances referred to in sub-paragraph (1) abmve
include—

(a) the timing of the making, and of any subsequent variations, of
the actual contract or other arrangements under which the
disposal or appropriation was made;
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(b) the terms of that contract or, as the case may be, of thoseParTV
arrangements, and the terms of any such variations; and

(c) the extent to which the circumstances to which regard is to be
had by virtue of paragraphs (a) and (b) above are
circumstances that might reasonably have been expected to
exist in the case of a contract satisfying the conditions
specified in sub-paragraph (2) above.”

(2) Paragraph 12 of Schedule 2 to the Oil Taxation Act 1983 (purchasaes3 c. 56.
oil at place of extraction) shall have effect and, in relation to light gases
disposed of or appropriated at any time on or after 3rd May 1994, be deemed to
have had effect—

(&) with the substitution, for the words “paragraphs (a) to (c)” in sub-
paragraph (2), of the words “paragraphs (a) to (cb)”; and

(b) with the substitution for the words from “2(5)(b)” to “length),” in
sub-paragraph (5) of the words “2(5)(b) or (ca) of the principal Act
(oil disposed of otherwise than in sales at arm’s length),”.

(3) Section 493 of the Taxes Act 1988 (valuation of oil disposed of or
appropriated in certain circumstances) shall have effect, and, in relation to
light gases disposed of or appropriated at any time on or after 3rd May 1994, be
deemed to have had effect, with the insertion after subsection (5) of the
following subsection—

“(6) In subsections (3) and (4) above the references to the market
value of any oil in the calendar month in which a disposal of the oil
was made or, as the case may be, in which it was appropriated shall
each have effect in relation to light gases (within the meaning of the
1975 Act) as a reference to the amount which, if paragraph 3A of
Schedule 3 to the 1975 Act applied, would be the market value of that
oil in relation to the disposal or appropriation in question.”

Gas levy

149—(1) The rate of gas levy for the year 1997-98 shall be deemedReductionand
have been three pence per therm. abolition of gas

levy.
(2) Gas levy shall not be payable for the year 1998-99 or any subsequent
year.

(3) Section 3 of the Gas Levy Act 1981 shall be deemed never to hagel c. 3.
required any person to deliver a return for the chargeable period ending with
30th June 1998.

(4) Any repayment of gas levy falling to be made to any person by virtue of
subsection (1) above shall be made by the Secretary of State out of the
Consolidated Fund and shall carry interest at the prescribed rate from the end of
July 1998 until payment.

(5) In subsection (4) above “the prescribed rate” means the rate at which
repayments of gas levy for the year 1997-98 carry interest if repaid under
section 3(5) of the Gas Levy Act 1981.
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PART V Dumping duties

Repealof Customs ~ 150. The Customs Duties (Dumping and Subsidies) Act 1969 (which
Duties (Dumping  confers powers on the Secretary of State, exercisable in accordance with
i‘ggg“bs'd'es)ACt section 6(5) of the Finance Act 1978, to charge duties in respect of dumping

and to offset subsidies) shall cease to have effect. 5
1969 c. 16.
1978 c. 42.

PART VI
MISCELLANEOUS AND SUPPLEMENTAL

Fiscal stability

Code forfiscal 151—(1) It shall be the duty of the Treasury to prepare and lay before
stability. Parliament a code for the application of the key principles to the formulatmn
and implementation of—
(a) fiscal policy, and

(b) policy for the management of the National Debt.

(2) The key principles are transparency, stability, responsibility, fairness
and efficiency. 15

(3) The code prepared under this section must set out, in particular—

(a) the Treasury’'s understanding of what each of the key principles
involves in relation to fiscal policy and policy for the management
of the National Debt;

(b) the provision appearing to the Treasury to be necessary forahe
purposes of so much of section 152 below as refers to the code; and

(c) the methods and principles of accounting to be applied in the
preparation of accounts, forecasts and other documents used for the
purposes of the formulation and implementation of the policies
mentioned in subsection (1) above. 25

(4) Where any code has been laid before Parliament under subsection (1)
above, the Treasury may from time to time modify that code; but, if they do
so, they shall lay the modified code before Parliament.

(5) A code (including a modified code) that has been laid before
Parliament under this section shall not come into force until it has 3@en
approved by a resolution of the House of Commons.

(6) It shall be the duty of the Treasury to publish, in such manner as they
think fit, any code which has been laid before Parliament and approved by
the House of Commons under this section.

(7) The first code to be laid before Parliament under this section shabbe
so laid before 31st December 1998.

Annual Budget 152—(1) It shall be the duty of the Treasury, for each financial year, to
documents. prepare and lay before Parliament the following documents, that is to say—

(a) a Financial Statement and Budget Report;
(b) an Economic and Fiscal Strategy Report; and 40
(c) a Debt Management Report.
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(2) The preparation and laying before Parliament of the Financial ParT VI
Statement and Budget Report for any financial year shall be preceded, in
such cases and by such period as may be set out in the code for fiscal
stability, by the preparation by the Treasury of a document to be known as
the Pre-Budget Report.

(3) The Treasury shall lay before Parliament any Pre-Budget Report
prepared by them under subsection (2) above.

(4) The contents of the documents which the Treasury are required to
prepare and lay before Parliament under this section, and the occasions on
which those documents are to be so laid, must conform to any provision
about those matters made by the code for fiscal stability.

(5) It shall be the duty of the Comptroller and Auditor General to report to
the House of Commons on such of the conventions and assumptions
underlying the preparation by the Treasury of the documents prepared by
them under this section as, in accordance with the code for fiscalitytab
are submitted to him by the Treasury for his consideration.

(6) A report by the Comptroller and Auditor General under subsection (5)
above must be made at the same time as, or as soon as reasonably practicable
after, the laying before Parliament of the documents to which it is referable.

(7) It shall be the duty of the Treasury to secure the publication in the
manner required by the code for fiscal stability of any document which they
have laid before Parliament under this section.

(8) In this section “the code for fiscal stability” means the code for the
time being in force under section 151 above.

(9) The first financial year for which the documents mentioned in
subsection (1) above are required to be prepared and laid before Parliament is
the year beginning with 1st April 1999.

Government borrowing

153—(1) This section applies to securities issued by or on behalf of tfreasury’s

Treasury, here referred to as Treasury securities. ?hOS_ition regarding
elrown

(2) Any powers which relate to Treasury securities and which areurities.
conferred on the Treasury in a capacity other than issuer may be exercised by
them, and no rule of law preventing a person contracting with himself shall
prevent them exercising the powers.

(3) The powers referred to in subsection (2) above include powers to
acquire, hold and transfer securities and to make agreements with regard to
them.

(4) If Treasury securities are acquired under powers conferred on the
Treasury, until they are transferred or redeemed they shall be treated as held
by the persons for the time being constituting the Treasury.

154—(1) In section 8 of the Treasury Bills Act 1877 (mode of issue afeasury bills.
Treasury bills) the following shall be substituted for paragraph (1)— 1877 c. 2.

“(1) Treasury bills shall be issued by the Treasury (either directly or
through such agent as the Treasury think fit).”
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(2) This section shall apply in relation to issues made on or after such day as
the Treasury may appoint by order made by statutory instrument.

155. Schedule 26 to this Act (national loans) shall have effect.

156—(1) Subject to the following provisions of this section, any gilt-
edged security issued before 6th April 1998 without FOTRA conditions stll
be treated in relation to times on or after that date as if—

(a) it were a security issued with the post-1996 Act conditions; and

(b) those conditions had been authorised in relation to the issue of that
security by virtue of section 22 of the Finance (No. 2) Act 1931.

(2) Where a gilt-edged security falls to be treated as mentionedoin
subsection (1) above that treatment shall have effect—

(a) for the purposes of sections 711 to 728 of the Taxes Act 1988
(accrued income scheme), in relation only to amounts which a
person is treated under those sections as receiving on or after 6th
April 1998; 15

(b) forthe other purposes of the Tax Acts, in relation only to payments of
interest falling due on or after that date; and

(c) for the purposes of the Inheritance Tax Act 1984, in relation only to a
determination of whether property is excluded property at a time
falling on or after that date. 20

(3) No charge to tax shall be treated as arising under section 65 of the
Inheritance Tax Act 1984 (property becoming excluded property) by reason
only of the coming into force of this section.

(4) In this section “FOTRA conditions” means any such conditions about
exemption from taxation as are authorised in relation to the issue of a2gilt-
edged security by virtue of section 22 of the Finance (No. 2) Act 1931.

(5) In this section “the post-1996 Act conditions” means the FOTRA
conditions with which 7.25% Treasury Stock 2007 was first issued by virtue
of section 22 of the Finance (No. 2) Act 1931.

(6) In this section “gilt-edged securities” means any securities whichsare
gilt-edged securities for the purposes of the Taxation of Chargeable Gains
Act 1992.

(7) This section does not apply to any% War Loan 1952 Or After
which was issued with a condition authorised by virtue of section 47 of the
Finance (No. 2) Act 1915. 35

157—(1) Subject to subsection (2) below, in each of the following
provisions (which provide for annual statements of account as respects years
ending with 31st December to be prepared in relation to deposits with the
National Savings Bank), that is to say—

(&) section 19(1) of the National Savings Bank Act 1971 (ordinemy
deposits), and
(b) section 120(4) of the Finance Act 1980 (investment deposits),

for “31st December” there shall be stilhsted “31st March”.
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(2) Each of the enactments mentioned in subsection (1) above shall haveParT VI
effect as if they required the first statement which, under each of those
enactments, is to be prepared after the passing of this Act to be a statement as
respects the period beginning with 1st January 1998 and ending with 31st
March 1999.

(3) In section 19(2) of the National Savings Bank Act 1971 (delivery 0871 c. 29.
statement under section 19(1) to the Comptroller and Auditor General), for
the words from “before the end of May” to “that year” there shall be
substituted “before the end of August next following the end of any period
for which a statement falls to be prepared under subsection (1) above,
transmit the statement for that period”.

(4) In section 20 of that Act (adjustment of balances)—

(@) for “year ending with 31st December” there shall be sitlted
“period as respects which a statement falls to be prepared under
section 19(1) of this Act”;

(b) for the words “the year”, in each place where they occur, there shall
be substituted “that period”; and

(c) for “any such year” there shall be substituted “any such period”.

(5) In section 120(5) of the Finance Act 1980 (delivery of statement undego c. 48.
section 120(4) to the Comptroller and Auditor General), for the words from
“each year” to “the year,” there shall be stihged “any period under
subsection (4) above shall, before the end of August next following the end of
that period,”.

The European single currency

158—(1) The Treasury may, to such extent as appears to thedoptionofsingle
appropriate in connection with any of the matters falling within subsectieirency by other
(2) below, by regulations modify the application and effect as respects— Member States.

(a) transactions in a currency other than sterling,
(b) instruments denominated in such a currency, and

(c) the bringing into account of amounts expressed in, or by reference to,
such a currency,

of any enactment or subordinate legislation relating to any matter under the
care and management of the Commissioners of Inland Revenue.

(2) The matters falling within this subsection are—

(&) the adoption or proposed adoption by other member States of the
single currency; and

(b) any transitional measures or other arrangements applying or likely to
apply in relation to the adoption of the single currency by other
member States.

(3) Without prejudice to the generality of subsection (1) above, the power
conferred by that subsection includes power by regulations to provide—

(@) for liabilities to pay amounts to the Commissioners of Inland
Revenue under any enactment or subordinate legislation relating to
taxation to be capable of being discharged, in accordance with the
regulations, by payments in the single currency;
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PART VI (b) for elections made for the purposes of section 93(1)(b) or 94(2)(b) of
1993 c. 34. the Finance Act 1993 (computation of a company’s profits in a
foreign currency) to have effect as modified in accordance with the

regulations; and

(c) forsuch persons as may be described in the regulations to be treatéd as
having made elections for any of those purposes in such terms as
may be provided for in the regulations.

(4) The power to make regulations under this section includes—

(&) power to impose charges to taxation;

(b) power to amend or repeal any enactment; and 10

(c) power to make such incidental, supplemental, consequential and
transitional provision as appears to the Treasury to be appropriate.

(5) The power to make regulations under this section shall be exercisable
by statutory instrument subject to annulment in pursuance of a resolution of
the House of Commons. 15

(6) In this section—

“enactment” includes any enactment contained in this Act (other than
this section) and any enactment passed after this Act;

“other member State” means a member State other than the United

Kingdom; 20
1978 c. 30. “subordinate legislation” has the same meaning as in the Interpretation
Act 1978.

(7) References in this section to the adoption of the single currency are
references to the adoption of the single currency in accordance with the
Treaty establishing the European Community, and the references in
subsection (3)(a) above to that currency shall be construed accordingly.

Supplemental

Interpretation. 159. In this Act “the Taxes Act 1988” means the Income and Corporation
1988 c. 1. Taxes Act 1988.
Repeals. 160—(1) The enactments mentioned in Schedule 27 to this Act (wBith

include spent provisions) are hereby repealed to the extent specified in the
third column of that Schedule.

(2) The repeals specified in that Schedule have effect subject to the
commencement provisions and savings contained or referred to in the notes
set out in that Schedule. 35

Shorttitle. 161. This Act may be cited as the Finance Act 1998.



