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Finance Act 1988
1988 CHAPTER 39

PART III

INCOME TAX, CORPORATION TAX AND CAPITAL GAINS TAX

CHAPTER I

GENERAL

Married couples

32 Abolition of aggregation of income

Section 279 of the Taxes Act 1988 (which treats the income of a woman living with
her husband as his income for income tax purposes) shall not have effect for the year
1990-91 or any subsequent year of assessment.

33 Personal allowance and married couple’s allowance

The Taxes Act 1988 shall have effect for the year 1990-91 and subsequent years of
assessment with the substitution of the following sections for section 257—

“257 Personal allowance

(1) The claimant shall be entitled to a deduction from his total income of £2,605.

(2) If the claimant proves that he is at any time within the year of assessment of the
age of 65 or upwards, he shall be entitled to a deduction from his total income
of £3,180 (instead of the deduction provided for by subsection (1) above).

(3) If the claimant proves that he is at any time within the year of assessment of the
age of 80 or upwards, he shall be entitled to a deduction from his total income
of £3,310 (instead of the deduction provided for by subsection (1) or (2) above).
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(4) For the purposes of subsections (2) and (3) above a person who would have
been of or over a specified age within the year of assessment if he had not died
in the course of it shall be treated as having been of that age within that year.

(5) In relation to a claimant whose total income for the year of assessment exceeds
£10,600, subsections (2) and (3) above shall apply as if the amounts specified
in them were reduced by two-thirds of the excess (but not so as to reduce those
amounts below that specified in subsection (1) above).

257A Married couple’s allowance

(1) If the claimant proves that for the whole or any part of the year of assessment
he is a married man whose wife is living with him, he shall be entitled to a
deduction from his total income of £1,490.

(2) If the claimant proves that for the whole or any part of the year of assessment
he is a married man whose wife is living with him, and that either of them is at
any time within that year of the age of 65 or upwards, he shall be entitled to a
deduction from his total income of £1,855 (instead of the deduction provided
for by subsection (1) above).

(3) If the claimant proves that for the whole or any part of the year of assessment
he is a married man whose wife is living with him, and that either of them is at
any time within that year of the age of 80 or upwards, he shall be entitled to a
deduction from his total income of £1,895 (instead of the deduction provided
for by subsection (1) or (2) above).

(4) For the purposes of subsections (2) and (3) above a person who would have
been of or over a specified age within the year of assessment if he had not died
in the course of it shall be treated as having been of that age within that year.

(5) In relation to a claimant whose total income for the year of assessment exceeds
£10,600, subsections (2) and (3) above shall apply as if the amounts specified
in them were reduced by—

(a) two-thirds of the excess, less
(b) any reduction made in his allowance under section 257 by virtue of

subsection (5) of that section,
(but not so as to reduce the amounts so specified below the amount specified
in subsection (1) above).

(6) A man shall not be entitled by virtue of this section to more than one deduction
for any year of assessment; and in relation to a claim by a man who becomes
married in the year of assessment and has not previously in the year been
entitled to relief under this section, this section shall have effect as if the
amounts specified in subsections (1) to (3) above were reduced by one twelfth
for each month of the year ending before the date of the marriage.

In this subsection “month” means a month beginning with the 6th day of a
month of the calendar year.

257B Transfer of relief under section 257A

(1) Where —
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(a) a man is entitled to relief under section 257A, but
(b) the amount which he is entitled to deduct from his total income by

virtue of that section exceeds what is left of his total income after all
other deductions have been made from it,

his wife shall be entitled to a deduction from her total income of an amount
equal to the excess.

(2) In determining for the purposes of subsection (1)(b) above the amount that is
left of a person’s total income for a year of assessment after other deductions
have been made from it, there shall be disregarded any deduction made—

(a) on account of any payments of relevant loan interest which become
due in that year and to which section 369 applies, or

(b) under section 289.

(3) This section shall not apply for a year of assessment unless the claimant’s
husband has given to the inspector written notice that it is to apply; and any
such notice—

(a) shall be given not later than six years after the end of the year of
assessment to which it relates,

(b) shall be in such form as the Board may determine, and
(c) shall be irrevocable.

257C Indexation of amounts in sections 257 and 257A

(1) If the retail prices index for the month of December preceding a year of
assessment is higher than it was for the previous December, then, unless
Parliament otherwise determines, sections 257 and 257A shall apply for that
year as if for each amount specified in them as they applied for the previous
year (whether by virtue of this section or otherwise) there were substituted an
amount arrived at by increasing the amount for the previous year by the same
percentage as the percentage increase in the retail prices index, and—

(a) if in the case of an amount specified in sections 257(5) and 257A(5) the
result is not a multiple of £100, rounding it up to the nearest amount
which is such a multiple;

(b) if in the case of any other amount the increase is not a multiple of £10,
rounding the increase up to the nearest amount which is such a multiple.

(2) Subsection (1) above shall not require any change to be made in the amounts
deductible or repayable under section 203 between the beginning of a year of
assessment and 5th May in that year.

(3) The Treasury shall in each year of assessment make an order specifying the
amounts which by virtue of subsection (1) above will be treated as specified
for the following year of assessment in sections 257 and 257A.

(4) This section shall have effect in relation to reliefs for the year 1990-91 (as well
as for later years); and for that purpose it shall be assumed that sections 257
and 257A applied for the year 1989-90 as they apply, apart from this section,
for the year 1990-91.
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257D Transitional relief: husband with excess allowances

(1) Where—
(a) a husband and wife are living together for the whole or any part of the

year 1990-91 and section 279 (but not section 287) applied in relation
to them for the whole or any part of the year 1989-90, and

(b) the deductions which the husband was entitled to make from his total
income for the year 1989-90 under this Chapter exceed the aggregate
mentioned in subsection (2) below,

the wife shall be entitled to a deduction from her total income for the year
1990-91 of an amount equal to the excess.

(2) The aggregate referred to in subsection (1) above is the aggregate of—
(a) the husband’s total income for the year 1990-91, and
(b) the deductions which the wife is entitled to make from her total income

for that year under this Chapter (apart from this section).

(3) Where—
(a) a husband and wife are living together for the whole or any part of the

year 1990-91 and for part of the year 1989-90 but section 279 did not
apply in relation to them for any part of the year 1989-90, and

(b) the deductions which the husband was entitled to make from his
total income for the year 1989-90 under this Chapter, apart from
section 257(6), exceed his total income for the year 1990-91,

then, subject to subsection (4) below, the wife shall be entitled to a deduction
from her total income for the year 1990-91 of an amount equal to the excess.

(4) If the deductions which the wife is entitled to make from her total income for the
year 1990-91 under this Chapter (apart from this section) exceed the lesser of—

(a) her total income for the year 1989-90, and
(b) the deductions which she was entitled to make from her total income

for that year under this Chapter, apart from section 259, section 262
and section 280,

the deduction provided for by subsection (3) above shall be reduced by an
amount equal to the excess.

(5) Where—
(a) a husband and wife are living together for the whole or any part of

the year 1991-92 or any subsequent year of assessment (“the year in
question”), and

(b) they were also living together throughout the immediately preceding
year of assessment and the wife made a deduction from her total income
for that year under this section, and

(c) the deductions which the wife is entitled to make from her total
income under this Chapter (apart from this section) are either no greater
for the year in question than for the immediately preceding year, or
greater by a margin which does not exceed the deduction referred to in
paragraph (b) above, and
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(d) the deductions which the husband is entitled to make from his
total income for the year in question under this Chapter, apart from
section 257A and section 265, exceed his total income for that year,

the wife shall be entitled to a deduction from her total income for that year.

(6) The amount of that deduction shall be equal to—
(a) the deduction referred to in subsection (5)(b) above, reduced

where applicable by an amount equal to the margin referred to in
subsection (5)(c), or

(b) the excess referred to in subsection (5)(d),
whichever is less.

(7) In determining for the purposes of subsection (5)(b) above whether the wife
made a deduction from her total income for the immediately preceding year of
assessment under this section, and the amount of any such deduction, it shall be
assumed that a deduction under this section is made after all other deductions
(except any deduction under section 289).

(8) In determining for the purposes of this section a person’s total income for a year
of assessment there shall be disregarded any deduction made—

(a) on account of any payments of relevant loan interest which become
due in that year and to which section 369 applies, or

(b) under this Chapter or under section 289;
and in determining for the purposes of subsection (1)(b) above the deductions
which a man was entitled to make under this Chapter for the year 1989-90, any
application under section 283 shall be disregarded.

(9) This section shall not apply for a year of assessment unless the claimant’s
husband has given to the inspector written notice that it is to apply; and any
such notice—

(a) shall be given not later than six years after the end of the year of
assessment to which it relates,

(b) shall be in such form as the Board may determine, and
(c) shall be irrevocable.

(10) A notice given under subsection (9) above in relation to a year of assessment
shall have effect also as a notice under section 257B(3) (and, where it is
relevant, under section 265(5)).

257E Transitional relief: the elderly

(1) This section shall apply in relation to a claimant for any year of assessment for
the whole or any part of which he has his wife living with him if he proves—

(a) that for the year 1989-90 he was entitled to relief by virtue of
section 257(2)(a) of this Act (as it had effect for that year) and that his
entitlement was due to her age and not to his (he being under the age
of 65 throughout that year), or

(b) that for the year 1989-90 he was entitled to relief by virtue of
section 257(3)(a) of this Act (as it had effect for that year) and that his
entitlement was due to her age and not to his (he being under the age
of 80 throughout that year),
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and, in either case, that the amount of that relief exceeded the aggregate amount
of any relief to which he would be entitled for the year 1990-91 under sections
257 and 257A (apart from this section).

(2) Where this section applies, section 257 shall have effect—
(a) in a case within subsection (1)(a) above, as if for the amount specified

in subsection (1) of that section there were substituted £3,180, and
(b) in a case within subsection (1)(b) above, as if for the amounts specified

in subsections (1) and (2) of that section there were substituted £3,310.

(3) Section 257(5) shall have effect in relation to section 257(1) as modified by
this section as it has effect in relation to section 257(2) and (3); and in all cases
the reference in section 257(5) to the amount specified in section 257(1) is a
reference to the amount specified apart from this section.

(4) The references in section 257C to the amounts specified in section 257 are
references to the amounts specified apart from this section.

(5) In determining for the purposes of this section the amount of any reliefs
to which a person was entitled for the year 1989-90, any application under
section 283 shall be disregarded.

257F Transitional relief: separated couples

If the claimant proves—
(a) that he and his wife ceased to live together before 6th April 1990 but

that ever since they ceased to live together they have continued to be
married to one another and she has been wholly maintained by him, and

(b) that he is not entitled to make any deduction in respect of the sums paid
for her maintenance in computing for income tax purposes the amount
of his income for the year to which the claim relates, and

(c) that he was entitled to a deduction for the year 1989-90 by virtue of
section 257(1)(a) of this Act (as it had effect for that year) and, if the
claim relates to a year later than 1990-91, that he has been entitled
by virtue of this section to a deduction under section 257A for each
intervening year,

sections 257A and 257E (but not section 257B or section 257D) shall have
effect for the year to which the claim relates as if his wife were living with him.”

34 Jointly held property

The Taxes Act 1988 shall have effect for the year 1990-91 and subsequent years of
assessment with the insertion of the following sections after section 282—

“282A Jointly held property

(1) Subject to the following provisions of this section, income arising from
property held in the names of a husband and his wife shall for the purposes
of income tax be regarded as income to which they are beneficially entitled in
equal shares.

(2) Subsection (1) above shall not apply to income to which neither the husband
nor the wife is beneficially entitled.
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(3) Subsection (1) above shall not apply to income—
(a) to which either the husband or the wife is beneficially entitled to the

exclusion of the other, or
(b) to which they are beneficially entitled in unequal shares,

if a declaration relating to it has effect under section 282B.

(4) Subsection (1) above shall not apply to—
(a) earned income, or
(b) income which is not earned income but to which section 111 applies.

(5) Subsection (1) above shall not apply to income to which the husband or the
wife is beneficially entitled if or to the extent that it is treated by virtue of any
other provision of the Income Tax Acts as the income of the other of them or
of a third party.

(6) References in this section to a husband and his wife are references to a husband
and wife living together.

282B Jointly held property: declarations

(1) The declaration referred to in section 282A (3) is a declaration by both the
husband and the wife of their beneficial interests in—

(a) the income to which the declaration relates, and
(b) the property from which that income arises.

(2) Subject to the following subsections, a declaration shall have effect under this
section in relation to income arising on or after the date of the declaration; but
a declaration made before 6th June 1990 shall also have effect in relation to
income arising before that date.

(3) A declaration shall not have effect under this section unless notice of it is given
to the inspector, in such form and manner as the Board may prescribe, within
the period of 60 days beginning with the date of the declaration.

(4) A declaration shall not have effect under this section in relation to income from
property if the beneficial interests of the husband and the wife in the property
itself do not correspond to their beneficial interests in the income.

(5) A declaration having effect under this section shall continue to have effect
unless and until the beneficial interests of the husband and wife in either the
income to which it relates, or the property from which the income arises, cease
to accord with the declaration.”

35 Minor and consequential provisions

Schedule 3 to this Act (which makes provision consequential on sections 32 and 33
above and other minor amendments relating to the treatment for income tax purposes
of husbands, wives, widowers and widows) shall have effect.


