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Income Tax Act 2007

2007 CHAPTER 3

PART 14

INCOME TAX LIABILITY: MISCELLANEOUS RULES

[""CHAPTER A1

REMITTANCE BASIS

[ Remittance of income and gains: transfers from mixed funds

Textual Amendments
F1 Pt 14 Ch. Al inserted (21.7.2008 with effect in accordance with Sch. 7 para. 81 of the amending Act)
by Finance Act 2008 (c. 9), Sch. 7 para. 1 (with Sch. 7 paras. 85-89)

809(Q Sections 809L and 809P: transfers from mixed funds

(1) This section applies for the purposes mentioned in subsection (2) where condition A
in section 809L is met and—

(a) the property or consideration for the service is (wholly or in part), or derives
(wholly or in part, and directly or indirectly) from, a transfer from a mixed
fund, or

(b) a transfer from a mixed fund, or anything deriving (wholly or in part,

and directly or indirectly) from such a transfer, is used as mentioned in
section 809L(3)(c).

| But this section must be read subject to section 809RA.]
FZ(IA)

(2) The purposes referred to in subsection (1) are—
(a) determining whether condition B in section 809L is met, and
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(b) if it is met, determining (under section 809P) the amount of income or
chargeable gains remitted.

(3) The extent to which the transfer is of the individual's income or chargeable gains is
to be determined as follows.

Step 1

For each of the categories of income and capital in paragraphs (a) to (i) of
subsection (4), find (applying section 809R) the amount of income or capital of the
individual for the relevant tax year in the mixed fund immediately before the transfer.

“The relevant tax year” is the tax year in which the transfer occurs.
Step 2
Find the earliest paragraph for which the amount determined under step 1 is not nil.

If that amount does not exceed the amount of the transfer, treat the transfer as
containing the income or capital within that paragraph (and for that tax year).

Otherwise, treat the transfer as containing the relevant proportion of each kind of
income or capital within that paragraph (and for that tax year).

“The relevant proportion” is the amount of the transfer divided by the amount
determined under step 1 for that paragraph.

Step 3

Treat the amount of the transfer as reduced by the amount taken into account under
step 2.

Step 4
If the amount of the transfer (as reduced under step 3) is not nil, start again at step 2.

In step 2, read the reference to the earliest paragraph of the kind mentioned there as
a reference to the earliest such paragraph which has not previously been taken into
account under that step in relation to the transfer.

Step 5

If the amount of the transfer (as reduced under step 3) is not nil once steps 2 and 3 have
been undertaken in relation to all paragraphs of subsection (4) for which the amount
determined under step 1 is not nil, start again at step 1.

In step 1, read the reference to the relevant tax year as a reference to the tax year
immediately before the last tax year for which step 1 has been undertaken in relation
to the transfer.

(4) The kinds of income and capital are—
(a) employment income (other than income within paragraph (b), (c) or (f)),
(b) relevant foreign earnings (other than income within paragraph (f)),
(c) foreign specific employment income (other than income within paragraph (f)),
(d) relevant foreign income (other than income within paragraph (g)),
(e) foreign chargeable gains (other than chargeable gains within paragraph (h)),
(f) employment income subject to a foreign tax,
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(g) relevant foreign income subject to a foreign tax,
(h) foreign chargeable gains subject to a foreign tax, and
(1) income or capital not within another paragraph of this subsection.

(5) In subsection (4) “foreign tax” means any tax chargeable under the law of a territory
outside the United Kingdom.

(6) In this section “mixed fund” means money or other property which, immediately
before the transfer, contains or derives from—
(a) more than one of the kinds of income and capital mentioned in subsection (4),
or

(b) income or capital for more than one tax year.
(7) References in this section to the amount of the transfer include the market value of it.

(8) References in this section and section 809R to anything deriving from income or
capital within paragraph (i) of subsection (4) do not include—

(a) income or gains within any of paragraphs (a) to (h) of that subsection, or
(b) anything deriving from such income or gains.

Textual Amendments
F2  S.809Q(1A) inserted (with effect in accordance with Sch. 6 para. 8 of the amending Act) by Finance
Act 2013 (c. 29), Sch. 6 para. 5

Modifications etc. (not altering text)

C1 Pt. 14 Ch. Al modified by 2005 c. 5, s. 643F(4) (as inserted (with effect for the tax year 2018-19 and
subsequent years) by Finance Act 2018 (c. 3), Sch. 10 paras. 11, 21(1) (with Sch. 11 para. 22))

C2  Pt. 14 Ch. Al modified by 2005 c. 5, s. 643N(3)(4) (as inserted (with effect for the tax year 2018-19
and subsequent years) by Finance Act 2018 (c. 3), Sch. 10 paras. 11, 21(1) (with Sch. 11 para. 22))

C3  Ss. 809L-809Z6 applied by 2005 c. 5, s. 6431(9) (as inserted (with effect for the tax year 2018-19 and
subsequent years) by Finance Act 2018 (c. 3), Sch. 10 paras. 11, 21(1) (with Sch. 11 para. 22))

C4  Ss. 809L-809Z6 applied by 2005 c. 5, s. 643A(6) (as inserted (with effect for the tax year 2018-19 and
subsequent years) by Finance Act 2018 (c. 3), Sch. 10 paras. 11, 21(1) (with Sch. 11 para. 22))

809R  Section 809Q: composition of mixed fund

(1) This section applies for the purposes of step 1 of section 809Q(3) (composition of
mixed fund).

(2) Treat property which derives wholly or in part (and directly or indirectly) from an
individual's income or capital for a tax year as consisting of or containing that income
or capital.

(3) If a debt relating (wholly or in part, and directly or indirectly) to property is at any
time satisfied (wholly or in part) by—

(a) anindividual's income or capital for a tax year, or
(b) anything deriving (directly or indirectly) from such income or capital,

from that time treat the property as consisting of or containing the income or capital
if and to the extent that it is just and reasonable to do so.
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(4) Treat an offshore transfer from a mixed fund as containing the appropriate proportion
of each kind of income or capital in the fund immediately before the transfer.

“The appropriate proportion” means the amount (or market value) of the transfer
divided by the market value of the mixed fund immediately before the transfer.

(5) A transfer from a mixed fund is an “offshore transfer” for the purposes of
subsection (4) if and to the extent that section 809Q does not apply in relation to it.

(6) Treat a transfer from a mixed fund as an “offshore transfer” (and section 809Q as not
applying in relation to it, if it otherwise would do) if and to the extent that, at the end
of a tax year in which it is made—

(a) section 809Q does not apply in relation to it, and

(b) on the basis of the best estimate that can reasonably be made at that time,
section 809Q will not apply in relation to it.

(7) In this section ‘mixed fund’ means money or other property containing or deriving
from—

(a) more than one of the kinds of income and capital mentioned in
section 809Q(4), or

(b) income or capital for more than one tax year.

(8) If section 809Q applies in relation to part of a transfer, apply that section in relation
to that part before applying subsection (4) in relation to the rest of the transfer.

(9) If section 809Q applies in relation to more than one transfer from a mixed fund, when
undertaking step 1 in relation to the second or any subsequent transfer take into account
the effect of step 2 of section 809Q(3) (composition of transfer) as it applied in relation
to each earlier transfer.

Modifications etc. (not altering text)

C3  Ss. 809L-809Z6 applied by 2005 c. 5, s. 6431(9) (as inserted (with effect for the tax year 2018-19 and
subsequent years) by Finance Act 2018 (c. 3), Sch. 10 paras. 11, 21(1) (with Sch. 11 para. 22))
C4  Ss. 809L-809Z6 applied by 2005 c. 5, s. 643A(6) (as inserted (with effect for the tax year 2018-19 and
subsequent years) by Finance Act 2018 (c. 3), Sch. 10 paras. 11, 21(1) (with Sch. 11 para. 22))
C5  S.809R(4) excluded (16.11.2017) by Finance (No. 2) Act 2017 (c. 32), Sch. 8 para. 44(2)
l Special mixed fund rules for certain employment cases
"809RA

18 section applies 1f—
1) Thi ion applies if-
(a) anindividual has general earnings from an employment for a tax year,
(b) those earnings include both general earnings within section 15(1) of ITEPA

2003 (“section 15(1) earnings”) and general earnings within section 26(1) of
that Act (“section 26(1) earnings”),

(c) atleast some of the section 15(1) earnings, or sums deriving (wholly or in part,
and directly or indirectly) from at least some of the section 15(1) earnings,
are paid into an account in that tax year at a time (a “relevant time””) when the
account is a qualifying account of the individual, and

(d) atleast some of the section 26(1) earnings, or sums deriving (wholly or in part,
and directly or indirectly) from at least some of the section 26(1) earnings, are
also paid into the account in that tax year at a relevant time.
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(2) If this section applies, the composition of each transfer made from the account in that
tax year at a relevant time is to be determined as follows—

Step 1 Suppose that all the condition A transfers made from the account in the
tax year at a relevant time had been a single transfer made from the account at
the end of the tax year.

Step 2 Suppose that all the other transfers made from the account in the tax year
at a relevant time had been a single offshore transfer made at the end of the tax
year immediately after the single transfer mentioned in step 1.
Step 3 Applying those suppositions—
(a) find under section 809Q(3) the extent to which the single transfer
mentioned in step 1 is of the individual's income or chargeable gains, and
(b) find under section 809R(4) the content of the single offshore transfer
mentioned in step 2.
Step 4 Each transfer made from the account in the tax year at a relevant time
is to be treated as containing the specified proportion of each kind of income
or capital contained in the relevant deemed transfer.“The specified proportion”
is the amount of the transfer divided by the amount of the relevant deemed
transfer.“The relevant deemed transfer” is—
(a) if the transfer is a condition A transfer, the single transfer mentioned in
step 1, and
(b) otherwise, the single offshore transfer mentioned in step 2.

(3) Subsection (2) applies in determining the composition of a transfer for the purposes of
sections 809Q and 809R but it does not otherwise affect the date on which a transfer
is considered to occur for the purposes of this Chapter.

(4) If the tax year is the tax year in which the account becomes a qualifying account, for
the purpose of applying section 809Q(3) in relation to the single transfer mentioned
in step 1 of subsection (2), treat the part of the tax year falling before the qualifying
date for the account as a separate tax year.

(5) If the account ceases to be a qualifying account of the individual during the tax year
other than as a result of a breach of the deposit rule—
(a) subsection (2) has effect as if references to the end of the tax year were to the
end of the day on which the account ceases to be a qualifying account, and
(b) for the purpose of applying section 809Q(3) in relation to the single transfer
mentioned in step 1 of subsection (2), treat the part of the tax year falling after
the day mentioned in paragraph (a) as a separate tax year.

(6) A transfer from the account is a “condition A transfer” if and to the extent that—
(a) condition A in section 809L is met, and
(b) either—
(1) the property or consideration for the service is (wholly or in part),

or derives (wholly or in part, and directly or indirectly) from, the
transfer, or

(ii) the transfer, or anything deriving (wholly or in part, and directly or
indirectly) from the transfer, is used as mentioned in section 809L(3)

(©).

(7) A transfer from the account is an “other transfer” if and to the extent that it is not a
condition A transfer.
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(8) Treat a transfer as an “other transfer” if and to the extent that, at the end of the tax
year—
(a) itisnota condition A transfer, and
(b) on the basis of the best estimate that can reasonably be made at that time, it
will not become a condition A transfer.

(9) If the account ceases to be a qualifying account of the individual during the tax year
other than as a result of a breach of the deposit rule, subsection (8) has effect as if the
reference to the end of the tax year were to the end of the day on which the account
ceases to be a qualifying account.

(10) “Qualifying account” and “the qualifying date” for an account are defined in
section 809RB.

(11) For the purposes of this section and sections 809RB to 809RD—

(a) “employment” is to be read in accordance with section 4(1) of ITEPA 2003,
and includes an office (as read in accordance with section 5(3) of that Act),

(b) whether general earnings are “for” a tax year is to be determined as for the
purposes of the employment income Parts of ITEPA 2003 (see section 3(2)
of that Act),

(¢) areference to anything “paid into” an account includes anything credited to
the account by whatever means, and

(d) references to a breach of the deposit rule are to be read in accordance with
section 809RC.

Textual Amendments
F3  Ss. 809RA-809RD inserted (with effect in accordance with Sch. 6 para. 8 of the amending Act) by
Finance Act 2013 (c. 29), Sch. 6 para. 6

Modifications etc. (not altering text)
C3  Ss. 809L-809Z6 applied by 2005 c. 5, s. 6431(9) (as inserted (with effect for the tax year 2018-19 and
subsequent years) by Finance Act 2018 (c. 3), Sch. 10 paras. 11, 21(1) (with Sch. 11 para. 22))
C4  Ss. 809L-809Z6 applied by 2005 c. 5, s. 643A(6) (as inserted (with effect for the tax year 2018-19 and
subsequent years) by Finance Act 2018 (c. 3), Sch. 10 paras. 11, 21(1) (with Sch. 11 para. 22))

809RB Qualifying accounts

1) An individual may by notice to the Commissioners nominate an account to be a
y by
qualifying account of the individual for the purposes of section 809RA.

(2) The notice must specify the qualifying date for the account.

(3) “The qualifying date” for the account is the first date on which there is paid into the
account sums falling within subsection (4) which (in total) are more than £10.

(4) A sum falls within this subsection if it is, or derives wholly (whether directly or
indirectly) from, general earnings of the individual from an employment for a tax year
which is a relevant tax year in relation to the employment.

(5) A tax year is a “relevant” tax year in relation to an employment if the general earnings
which the individual has for the tax year from the employment include both general


http://www.legislation.gov.uk/id/ukpga/2013/29
http://www.legislation.gov.uk/id/ukpga/2013/29/schedule/6/paragraph/6
http://www.legislation.gov.uk/id/ukpga/2018/3
http://www.legislation.gov.uk/id/ukpga/2018/3/schedule/10/paragraph/11
http://www.legislation.gov.uk/id/ukpga/2018/3/schedule/10/paragraph/21/1
http://www.legislation.gov.uk/id/ukpga/2018/3/schedule/11/paragraph/22
http://www.legislation.gov.uk/id/ukpga/2018/3
http://www.legislation.gov.uk/id/ukpga/2018/3/schedule/10/paragraph/11
http://www.legislation.gov.uk/id/ukpga/2018/3/schedule/10/paragraph/21/1
http://www.legislation.gov.uk/id/ukpga/2018/3/schedule/11/paragraph/22

Income Tax Act 2007 (c. 3) 7
Part 14 — Income tax liability: miscellaneous rules

Chapter A1 — Remittance basis

Document Generated: 2024-05-27

Status: Point in time view as at 15/03/2018.
Changes to legislation: There are currently no known outstanding effects for the Income Tax Act 2007, Cross
Heading: Remittance of income and gains: transfers from mixed funds. (See end of Document for details)

earnings within section 15(1) of ITEPA 2003 and general earnings within section 26(1)
of that Act.

(6) The individual may withdraw the nomination by giving a further notice to the
Commissioners, specifying the date with effect from which the nomination is
withdrawn.

(7) A notice under subsection (1) or (6) must be in writing and include such information
as the Commissioners may reasonably require.

(8) A notice under subsection (1) or (6) must be given no later than—
(a) 31 January in the tax year following the tax year in which falls, as the case
may be—
(i) the qualifying date for the account, or
(i1) the date with effect from which the nomination is withdrawn, or
(b) such later date as the Commissioners may allow.

(9) If an individual nominates an account under this section, the account is a “qualifying
account” of the individual throughout the period—

(a) beginning with the qualifying date, and
(b) ending with the date before the earliest of the following dates—

(1) the date on which the account is closed or ceases to be an ordinary
bank account held by and for the benefit of the individual (alone or
jointly with others);

(i1) the date with effect from which the nomination is withdrawn under
this section;

(iii) the qualifying date for another qualifying account of the individual;

(iv) 6 April in a tax year in which there is a breach of the deposit rule
which is not remedied or cannot be remedied;

(v) 6 April in a tax year for which the individual has no general earnings
within section 26(1) of ITEPA 2003.

(10) The account is not to be a qualifying account at all if—
(a) atany time on the qualifying date, the account is not an ordinary bank account
held by and for the benefit of the individual (alone or jointly with others), or

(b) immediately before the qualifying date, the account has a credit balance of
more than £10.

(11) The account is not to be a qualifying account at all if the qualifying date falls in a
tax year—
(a) for which the individual has no general earnings within section 26(1) of ITEPA
2003, or

(b) in which there is a breach of the deposit rule which is not remedied or cannot
be remedied.

(12) Subsection (9)(b)(iv) or (11)(b) (as relevant) is to be ignored if the breach occurs on
or after a date falling within subsection (9)(b)(i) to (iii).

(13) If, apart from this subsection, an individual might have nominated two or more
accounts for which the qualifying date would be the same, the individual may nominate
only one of those accounts.
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(14) If, apart from this subsection, an account would be a qualifying account of two or
more individuals at any time, it is not to be a qualifying account of either or any of
them at that time or any other time.

(15) For the purposes of this section an account is an “ordinary bank account” if it is a
cash account in a bank (whether a current or savings account) where sums standing
to the credit of the account from time to time represent a debt owed by the bank to
the account-holder.

Textual Amendments
F3  Ss. 809RA-809RD inserted (with effect in accordance with Sch. 6 para. 8 of the amending Act) by
Finance Act 2013 (c. 29), Sch. 6 para. 6

Modifications etc. (not altering text)
C3  Ss. 809L-809Z6 applied by 2005 c. 5, s. 6431(9) (as inserted (with effect for the tax year 2018-19 and
subsequent years) by Finance Act 2018 (c. 3), Sch. 10 paras. 11, 21(1) (with Sch. 11 para. 22))
C4  Ss. 809L-809Z6 applied by 2005 c. 5, s. 643A(6) (as inserted (with effect for the tax year 2018-19 and
subsequent years) by Finance Act 2018 (c. 3), Sch. 10 paras. 11, 21(1) (with Sch. 11 para. 22))

809RC Breaches of the deposit rule

(1) There is a breach of the deposit rule if a prohibited sum is paid into the account on
or after the qualifying date.

(2) A breach of the deposit rule is remedied if, within 30 days beginning with the day
on which the individual became or ought reasonably to have become aware of the
payment of the prohibited sum, the required amount is transferred out of the account
by way of a single one-off transfer.

(3) “The required amount” is an amount equal to—
(a) the prohibited sum, plus

(b) all the other prohibited sums (if any) that have been paid into the account since
that sum was paid in.

(4) If there are 3 breaches of the deposit rule in any 12 month period, subsection (2) does
not apply to the third breach and, accordingly, the third breach cannot be remedied.

(5) The payment of a prohibited sum (“the later prohibited sum”) into the account does
not result in a breach of the deposit rule if—
(a) abreachresulting from an earlier payment of a prohibited sum into the account
1s remedied, and
(b) the later prohibited sum is represented by the required amount in relation to
that breach.

(6) A “prohibited sum” is anything other than a sum that is, or derives wholly (whether
directly or indirectly) from, any of the following kinds of income or capital—
(a) general earnings of the individual from an employment for a tax year which
is a relevant tax year in relation to the employment,
(b) general earnings of the individual from an employment which consist of
money and are paid in a tax year which is a relevant tax year in relation to
the employment,
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(c) anamount of specific employment income which, by virtue of Part 6, 7 or 7A
of ITEPA 2003 or any other enactment, counts as employment income of the
individual in respect of an employment for a tax year which is a relevant tax
year in relation to the employment,

(d) interest on the account, or

(e) consideration for the disposal of employment-related securities or
employment-related securities options in the circumstances described in
subsection (7).

(7) The circumstances are—
(a) the securities or options were acquired pursuant to a right or opportunity
available by reason of an employment of the individual,
(b) the disposal is or occurs in conjunction with, or as soon as reasonably
practicable after, a relevant event involving those securities or options, and
(c) the tax year in which the relevant event occurs is a relevant tax year in relation
to the employment.

(8) For the purposes of subsection (7) each of the following is a “relevant event”™—
(a) the acquisition mentioned in subsection (7)(a), and
(b) any event on the occurrence of which an amount (if positive) counts as
employment income by virtue of Part 7 of ITEPA 2003 or would do so but
for—
(i) section 421E or 474 of that Act (exclusions: residence etc), or
(i1) an election under section 430 or 431 of that Act.

(9) For the purposes of this section a tax year is a “relevant” tax year in relation to an
employment if—
(a) the individual has general earnings from the employment for the tax year,

(b) those earnings include both general earnings within section 15(1) of ITEPA
2003 (“section 15(1) earnings”) and general earnings within section 26(1) of
that Act (“section 26(1) earnings”),

(c) atleast some of the section 15(1) earnings, or sums deriving (wholly or in part,
and directly or indirectly) from at least some of the section 15(1) earnings, are
paid into the account in the tax year, and

(d) atleastsome of the section 26(1) earnings, or sums deriving (wholly or in part,
and directly or indirectly) from at least some of the section 26(1) earnings, are
also paid into the account in the tax year.

(10) For the purposes of this section—
(a) “employment-related securities” has the meaning given in section 421B(8) of
ITEPA 2003, and

(b) “employment-related securities options” has the meaning given in
section 471(5) of that Act.

Textual Amendments
F3  Ss. 809RA-809RD inserted (with effect in accordance with Sch. 6 para. 8 of the amending Act) by
Finance Act 2013 (c. 29), Sch. 6 para. 6
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809RD Effect where 30-day deadline is met

(1) This section applies if the required amount in relation to a breach of the deposit rule
was transferred out of the account in accordance with section 809RC(2).

(2) Sections 809Q and 809R have effect as if—
(a) the intervening transactions had never taken place, and
(b) each prohibited sum represented by the required amount had instead been
transferred directly (at the time that sum was paid into the qualifying account)
into the account or other property into which the required amount was
transferred by virtue of the single one-off transfer.

(3) Each of the following is an “intervening transaction”—
(a) each payment into the qualifying account of a prohibited sum represented by
the required amount, and
(b) the single one-off transfer out of the qualifying account.

(4) If it is supposed under step 1 or 2 of section 809RA(2) that a single transfer had
been made in the intervening period, re-apply section 809Q or 809R in relation to that
transfer taking account of subsection (2).

(5) “The intervening period” is the period—
(a) beginning with the day on which the breach occurred, and

(b) ending with the day on which the single one-off transfer was made in
accordance with section 809RC(2).

(6) If more than one transfer of a sum equal to the required amount was transferred out
of the qualifying account within the 30-day grace period, the first of those transfers is
assumed to be the single one-off transfer.

(7) “The 30-day grace period” is the period of 30 days mentioned in section 809RC(2).]

Textual Amendments
F3  Ss. 809RA-809RD inserted (with effect in accordance with Sch. 6 para. 8 of the amending Act) by
Finance Act 2013 (c. 29), Sch. 6 para. 6

Modifications etc. (not altering text)
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809S  Section 809Q: anti-avoidance

(1) This section applies if, by reason of an arrangement the main purpose (or one of the
main purposes) of which is to secure an income tax advantage or capital gains tax
advantage, a mixed fund would otherwise be regarded as containing income or capital
within any of paragraphs (f) to (i) of section 809Q(4).

(2) Treat the mixed fund as containing so much (if any) of the income or capital as is just
and reasonable.

(3) “Arrangement” includes any scheme, understanding, transaction or series or
transactions (whether or not enforceable).

[F4(4) Income tax advantage” means—

(a) arelief from income tax or increased relief from income tax,

(b) arepayment of income tax or increased repayment of income tax,

(c) the avoidance or reduction of a charge to income tax or an assessment to
Income tax, or

(d) the avoidance of a possible assessment to income tax;
F5

(4A) For the purposes of subsection (4)(c) and (d) it does not matter whether the avoidance
or reduction is effected—
(a) Dby receipts accruing in such a way that the recipient does not pay or bear
income tax on them, or
(b) by a deduction in calculating profits or gains.]

(5) “Capital gains tax advantage” means—
(a) arelief from capital gains tax or increased relief from capital gains tax,
(b) arepayment of capital gains tax or increased repayment of capital gains tax,
(c) the avoidance or reduction of a charge to capital gains tax or an assessment
to capital gains tax, or
(d) the avoidance of a possible assessment to capital gains tax.]

Textual Amendments
F4  S.809S(4)(4A) substituted (8.4.2010 with effect in accordance with Sch. 12 para. 15(1) of the
amending Act) for s. 809S(4) by Finance Act 2010 (c. 13), Sch. 12 para. 11
F5  Words in s. 809S(4) omitted (with effect in accordance with Sch. 1 para. 73 of the amending Act) by
virtue of Finance Act 2016 (c. 24), Sch. 1 para. 63(13)
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