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ABSTRACT

Title of Thesis Legal Problem in Determining Tax Base and Tax Rate for
Inheritance Tax According to the Inheritance Tax Act B.E. 2558

Author Mr.Thammanit Petchumrat

Degree Master of Laws

Year 2018

This thesis research was aimed to investigate the effectiveness of the
imposition of inheritance tax in accordance with “The Inheritance Tax Act BE 2558”.
This Act is intended to create justice in the society and enhance the quality of
people’s life in the society whether it can be done according to such intention or
not. To find out the results, the comparison among Inheritance Tax Law, the previous
draft of Thai Inheritance Tax Law, and Inheritance Tax Law in other countries namely,
Code général des impots (Tax Law in France) and Inheritance Tax Act 1984 in England
was conducted.

It was found that the problem on the Inheritance Tax Act BE 2558 is its
imposition base. In the other word, if a registered asset after liability reduction is less
than 100 million Baht, it is not obligated to pay the tax. Therefore, this imposition
base is too closely spread due to the fact that the number of citizens who possess
more than 100 million Baht of inheritance is very small when compared to all
population. Originally, more than 50 million Baht of inheritance was imposed
according to the old Act. After the revision of the Act mentioning tax payment for
more than 100 million Baht of inheritance, the number of citizens who need to pay
the tax is decreased. In addition, there is no clear measurement for imposition of
unregistered assets which could be inheritance, resulting in no inclusion of the tax.
Since the collection of unregistered assets is considered to be one form of wealth
accumulation, the base imposition is specified for some types of assets, and it leads
to the narrowness of tax base. The imposition of this tax is fixed and divided into two
cases. First, no matter how much more than 100 million Baht of inheritance an
inheritor is received, an inheritor who is a family inheritor or a descendant is
obligated to pay the tax for 5% of their assets. Second, if an inheritor is not a family
inheritor or a descendant, the tax payment is fixed at 10%, with no dependence on
the tax base. This tax payment is not justified thanks to the inequality of the
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inheritance tax base for each tax payer who has to pay the same amount of the tax.
The choice of the fixed tax cannot fairly enhance income distribution and efficiently
reflect the ability of tax payers.

For these aforementioned reasons, it is indicated that the imposition of the
Inheritance Tax Act BE 2558 gone into effect on 1™ February 2016 until now is
ineffective. The imposition can neither be done nor respond to the government’s
needs to create justice in the society and enhance the quality of people’s life in the

society according to the intention of such Act announcement.
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e Jeffrey W. Price, Mellow: Taxation of Land of Transaction, 4th ed. (London:
Chapman & Hall, 1995), p. 141 819fislu vgyde dun1ysng, aMdusanuaza1nisivilay
Wun: hasrzianumaizanlunisinunldsanvlulssmalne  Guendnususyan
Uil pagliienans univendegsnatading, 2544), v 93.

"' David W. Williams and Geoffrey Morse, op. cit., p. 348.

A SRvygRuviad, 1Soudy, wih 4.

e David W. Williams and Geoffrey Morse, op. cit., p. 346.

" Ibid., p. 356.

120 Schedule 1 of Inheritance Tax Act 1984
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1 David W. Williams and Geoffrey Morse, op. cit., p. 310.
122 Section 18 of Inheritance Tax Act 1984
12 Section 11 of Inheritance Tax Act 1984
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Y
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5000 Usus 438 2,500 Uaum azlasueniuludeadenid I 3 Wauly o9l Weulvfind
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Y

' Section 19 of Inheritance Tax Act 1984

' Section 20 of Inheritance Tax Act 1984.

% David W. Williams and Geoffrey Morse, op. cit., p. 293.
" Ibid., pp. 293-294.
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" Ibid., pp. 294-295.

" Section 23 of Inheritance Tax Act 1984.
% Section 24 of Inheritance Tax Act 1984.
! Section 24A of Inheritance Tax Act 1984.
2 Section 25 of Inheritance Tax Act 1984.
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1% Section 141 of Inheritance Tax Act 1984
1 Section 115 of Inheritance Tax Act 1984
12 David W. Williams and Geoffrey Morse, op. cit., p. 302.
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* Section 125 of Inheritance Tax Act 1984

*" David W. Williams and Geoffrey Morse, op. cit., p. 303.
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o Section 245 of Inheritance Tax Act 1984
2 Section 245A of Inheritance Tax Act 1984.
43 Section 247 of Inheritance Tax Act 1984.
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e Section 248 of Inheritance Tax Act 1984.
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Code général des impots

Article 761

Pour la liquidation des droits de mutations a titre gratuit, les immeubles, quelle que
soit leur nature, sont estimés d'apres leur valeur vénale réelle a la date de la transmission,
dapres la déclaration détaillée et estimative des parties, sans distraction des charges, sauf, en
ce qui concerne celles-ci, ce qui est dit aux articles 767 et suivants.

Pour les immeubles dont le propriétaire a lusage a la date de la transmission, la
valeur vénale réelle mentionnée au premier alinéa est réputée égale a la valeur libre de toute
occupation.

Néanmoins, si, dans les deux années qui ont précédé ou suivi, soit lacte de donation,
soit le point de départ des délais pour souscrire la déclaration de succession, les immeubles
transmis ont fait lobjet d'une adjudication, soit par autorité de justice, soit volontaire, avec
admission des étrangers, les droits exigibles ne peuvent étre calculés sur une somme inférieure
au prix de l'adjudication, en y ajoutant toutes les charges en capital, a moins quiil ne soit justifié
que la consistance des immeubles a subi, dans lintervalle, des transformations susceptibles
d'en modifier la valeur.

Article 777

Les droits de mutation a titre gratuit sont fixés aux taux indiqués dans les tableaux
ci-aprés, pour la part nette revenant a chaque ayant droit:

Tableau |

Tarif des droits applicables en ligne directe:

FRACTION DE PART NETTE TAXABLE TARIF applicable (%)
N'excédant pas 8,072 € 5
Comprise entre 8,072 € et 12,109 € 10
Comprise entre 12,109 € et 15,932 € 15
Comprise entre 15,932 € et 552,324 € 20
Comprise entre 552,324 € et 902,838 € 30
Comprise entre 902,838 € et 1,805,677 € 40

Au-dela de 1,805,677 € a5
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Tableau |l

Tarif des droits applicables entre époux et entre partenaires liés par un pacte civil de

solidarité:
FRACTION DE PART NETTE TAXABLE TARIF applicable (%)

N'excédant pas 8,072 € 5
Comprise entre 8,072 € et 15,932 € 10
Comprise entre 15,932 € et 31,865 € 15
Comprise entre 31,865 € et 552,324 € 20
Comprise entre 552,324 € et 902,838 € 30
Comprise entre 902,838 € et 1,805,677 € 40
Au-dela de 1,805,677 € 45
Tableau Il

Tarif des droits applicables en ligne collatérale et entre non-parents:

FRACTION DE PART NETTE TAXABLE TARIF applicable (%)
Entre freres et soeurs vivants ou
représentes:
N'excédant pas 24,430 € 35
Supérieure a 24,430 € a5
Entre  parents jusquau de  degré 55

inclusivement
Entre parents au-dela du de degré et entre 60

personnes non—parentes

Sous réserve des exceptions prévues au | de larticle 794 et aux articles 795 et 795-
0 A, les dons et legs faits aux établissements publics ou d'utilité publique sont soumis aux
tarifs fixés pour les successions entre fréres et soeurs.

Article 779

l. Pour la perception des droits de mutation a titre gratuit, il est effectué un
abattement de 100,000 € sur la part de chacun des ascendants et sur la part de chacun
des enfants vivants ou représentés par suite de prédécés ou de renonciation. (1)

Entre les représentants des enfants prédécédés ou renongants, cet abattement se

divise d'apres les regles de la dévolution légale.
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En cas de donation, les enfants décédés du donateur sont, pour application de
l'abattement, représentés par leurs descendants donataires dans les conditions prévues
par le code civil en matiere de representation successorale.

Il. Pour @ perception des droits de mutation a titre gratuit, il est effectué un
abattement de 159,325 € sur la part de tout héritier, légataire ou donataire, incapable de
travailler dans des conditions normales de rentabilité, en raison d'une infirmité physique
ou mentale, congénitale ou acquise.

Un décret en Conseil d'Etat détermine les modalités d'application du premier
alinéa.

lll. (Abrogé)

IV. Pour la perception des droits de mutation a titre gratuit, il est effectué en cas
de donation ou, lorsque les dispositions de larticle 796-0 ter ne sont pas applicables, en
cas de succession, un abattement de 15,932 € sur la part de chacun des freres ou soeurs
vivants ou représentés par suite de prédéces ou de renonciation.

Entre les représentants des fréres et soeurs prédécédés ou renongants, cet
abattement se divise d'apres les regles de dévolution légale.

V.-Pour la perception des droits de mutation a titre gratuit, il est effectué un
abattement de 7,967 € sur la part de chacun des neveux et nieces.

VI.- (Abrogé)

Article 780

Lorsqu'un héritier, donataire ou légataire a trois enfants ou plus, vivants ou
représentés au jour de la donation ou au moment de louverture de ses droits a la
succession, il bénéficie, sur l'impét a sa charge liquid conformément aux dispositions des
articles 777,779, 788,790 B, 790 D, 790 E et 790 F d'une réduction de 100 % qui ne peut,
toutefois, excéder 305 € par enfant en sus du deuxieme. Ce maximum est porte a 610 €
en ce qui concerne les donations et successions en ligne directe et les donations entre
€poux ou partenaires liés par un pacte civil de solidarité.

Le bénéfice de cette disposition est subordonné a la production soit d'un certificat
de vie dispense d'enregistrement, pour chacun des enfants vivants des héritiers, donataires
ou |égataires et des représentants de ceux prédécédés, soit d'une expédition de lacte de
déces de tout enfant décédé depuis l'ouverture de la succession.

Article 782

Les droits de mutation a titre gratuit dus par les mutilés de guerre frappés d'une
invalidité de 50 % au minimum sont réduits de moitié sans que la réduction puisse
excéder 305 €.



128

Article 795

Sont exonérés des droits de mutation a titre gratuit:

1° Les dons et legs d'oeuvres d'art, de monuments ou d'objets ayant un caractere
historique, de livres, d'imprimés ou de manuscrits, faits aux établissements pourvus de la
personnalité civile, autres que ceux vises au | de larticle 794, si ces oeuvres et objets sont
destinés a figurer dans une collection publique;

2° Les dons et legs consentis aux établissements publics ou d'utilité publique,
dont les ressources sont exclusivement affectées a des oeuvres scientifiques, culturelles
ou artistiques a caractére désintéressé;

3° (Abrogé);

4° Les dons et legs faits aux établissements publics charitables autres que ceux
visés au | de larticle 794, aux mutuelles et a toutes autres sociétés reconnues d'utilité
publique dont les ressources sont affectées a des oeuvres d'assistance, a la défense de
lenvironnement naturel ou a la protection des animaux.

Il est statué sur le caractere de bienfaisance de la disposition par le décret rendu
en conseil d'Etat ou l'arrété préfectoral qui en autorise, le cas échéant, lacceptation;

5° Les dons et legs faits aux fondations universitaires, aux fondations partenariales
et établissements d'enseignement supérieur reconnus d'utilité publique, aux sociétés
d'éducation populaire gratuite reconnues d'utilité publique et subventionnées par UEtat,
aux associations d'enseignement supérieur reconnues dutilité  publique et aux
établissements reconnus d'utilité publique ayant pour objet de soutenir des oeuvres
d'enseignement scolaire et universitaire régulierement déclarées;

6° Les dons et legs de sommes d'argent ou d'immeubles faits aux établissements
pourvus de la personnalité civile autres que ceux visés au | de article 794 avec obligation,
pour les bénéficiaires, de consacrer ces libéralités a l'achat d'oeuvres d'art, de monuments
ou d'objets ayant un caractere historique, de livres, d'imprimés ou de manuscrits, destinés
a fisurer dans une collection publique, ou a l'entretien d'une collection publique;

7° Les dons et legs faits aux organismes d'habitations a loyer modéré ou a leurs
unions;

8° (Périmé).

9° Les dons et legs faits a l'office national des anciens combattants et victimes de
guerre,

10° Les dons et legs faits aux associations cultuelles, aux unions d'associations
cultuelles et aux congrégations autorisées;

11° Les dons et legs faits aux établissements publics ou d'utilité publique autres

que ceux Visés au | de larticle 794, aux sociétés particulieres ou autres groupements
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régulierement constitués, en tant qu'ils sont affectés, par la volonté expresse du donateur
ou du testateur, a ('érection de monuments aux morts de la guerre ou a la gloire de nos
armes et des armées alliées.

12° Conformément a larticle L. 322-8 du code de l'environnement, les dons et
legs d'immeubles situés dans les zones définies a larticle L. 322-1 du code précité, faits au
profit du Conservatoire de l'espace littoral et des rivages lacustres.

13° Les dons et legs dimmeubles situés dans les coeurs des parcs nationaux, faits
au profit de 'établissement public du parc national concerné.

14° Les dons et legs consentis aux fonds de dotation répondant aux conditions
fixées au ¢ du 1 de larticle 200.

Article 1728

1. Le défaut de production dans les délais prescrits d'une déclaration ou d'un acte
comportant lindication d'éléments a retenir pour lassiette ou la liquidation de limpot
entraine lapplication, sur le montant des droits mis a la charge du contribuable ou
résultant de la déclaration ou de l'acte déposé tardivement, d'une majoration de :

a. 10 % en labsence de mise en demeure ou en cas de déepdt de la
déclaration ou de l'acte dans les trente jours suivant la réception d'une mise en demeure,
notifiee par pli recommande, d'avoir a le produire dans ce délai ;

b. 40 % lorsque la déclaration ou 'acte n'a pas été déposé dans les trente
jours suivant la réception d'une mise en demeure, notifiée par pli recommandé, d'avoir a
le produire dans ce délai ;

c. 80 % en cas de découverte d'une activité occulte.

2. Pour les déclarations prévues a larticle 800, la majoration de 10 % est
applicable a partir du premier jour du septieme mois suivant celui de l'expiration des
délais de six mois et de vingt-quatre mois prévus respectivement aux articles 641 et 641
bis.

La majoration de 40 % s'applique lorsque cette déclaration n'a pas été déposée
dans les quatre-vingt-dix jours suivant la réception d'une mise en demeure, notifiée par pli
recommandé d'avoir, a la produire dans ce délai.

3. En cas de retard dans l'exécution de la formalité fusionnée prévue a larticle
647, il n'est pas tenu compte de la période comprise entre le dépdt de l'acte refuse et la
nouvelle présentation a la formalité si celle-ci intervient dans le mois de la notification du
refus.

4. Lorsque la déclaration d'ensemble des revenus prévue a larticle 170 déposée
hors délai comporte des éléments provenant d'une ou plusieurs déclarations de revenus

catégoriels également déposées hors délai et que plusieurs majorations de taux différents
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sont encourues, ces dernieres sont appliquées a Uimpdt sur le revenu réparti
proportionnellement aux revenus représentatifs de chaque infraction. Toutefois, le taux de
la majoration encourue au titre de la déclaration d'ensemble des revenus s'applique a la
totalité de limpdt lorsquiil est supérieur a celui applicable au titre des autres déclarations.

5. Pour les obligations déclaratives prévues a larticle 885 W, la majoration de 10 %
prévue au a du 1 du présent article est portée a 40 % lorsque le dépdt fait suite a la
révélation d'avoirs a ('étranger qui n'ont pas fait l'objet des obligations déclaratives prévues
aux articles 1649 A, 1649 AA et 1649 AB.

Article 1729

Les inexactitudes ou les omissions relevées dans une déclaration ou un acte
comportant lindication d'éléments a retenir pour lassiette ou la liquidation de limpot
ainsi que la restitution d'une créance de nature fiscale dont le versement a été indiment
obtenu de [Etat entrainent lapplication d'une majoration de :

a. 40 % en cas de manquement délibéré ;

b. 80 % en cas dabus de droit au sens de larticle L. 64 du livre des
procédures fiscales ; elle est ramenée a 40 % lorsquiil n'est pas établi que le contribuable
a eu linitiative principale du ou des actes constitutifs de l'abus de droit ou en a été le
principal bénéficiaire ;

c. 80 % en cas de manoeuvres frauduleuses ou de dissimulation d'une

partie du prix stipulé dans un contrat ou en cas dapplication de larticle 792 bis.
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Inheritance Tax Act 1984
3 Transfers of value.

(1) Subject to the following provisions of this Part of this Act, a transfer of value is a
disposition made by a person (the transferor) as a result of which the value of his estate
immediately after the disposition is less than it would be but for the disposition; and the
amount by which it is less is the value transferred by the transfer.

(2) For the purposes of subsection (1) above no account shall be taken of the
value of excluded property which ceases to form part of a person’s estate as a result of a
disposition.

(3) Where the value of a person's estate is diminished, and the value—

(a) of another person's estate, or
(b) of any settled property, other than settled property treated by section

49(1) below as property to which a person is beneficially entitled,

is increased] by the first-mentioned person’s omission to exercise a right, he shall
be treated for the purposes of this section as having made a disposition at the time (or
latest time) when he could have exercised the right, unless it is shown that the omission
was not deliberate.

(4) Except as otherwise provided, references in this Act to a transfer of value made,
or made by any person, include references to events on the happening of which tax is
chargeable as if a transfer of value had been made, or, as the case may be, had been
made by that person; and “transferor” shall be construed accordingly.
3A Potentially exempt transfers.

(1A) Any reference in this Act to a potentially exempt transfer is also a reference to
a transfer of value—

(a) which is made by an individual on or after 22nd March 2006,
(b) which, apart from this section, would be a chargeable transfer (or to the
extent to which, apart from this section, it would be such a transfer), and
(0) to the extent that it constitutes—
(i) a gift to another individual,
(ii) a gift into a disabled trust, or
(iii) a gift into a bereaved minor's trust on the coming to an end of

an immediate post-death interest.



133

4 Transfers on death.

(1) On the death of any person tax shall be charged as if, immediately before his
death, he had made a transfer of value and the value transferred by it had been equal to
the value of his estate immediately before his death.

(2) For the purposes of this section, where it cannot be known which of two or
more persons who have died survived the other or others they shall be assumed to have
died at the same instant.

5 Meaning of estate.
(1) For the purposes of this Act a person’s estate is the aggregate of all the
property to which he is beneficially entitled, except that—

(a) the estate of a person—

(i) does not include an interest in possession in settled property to
which section 71A or 71D below applies, and

(i) does not include an interest in possession that falls within
subsection (1A) below unless it falls within subsection (1B) below, and
(b)the estate of a person immediately before his death does not include

excluded property or a foreign-owned work of art which is situated in the United

Kingdom for one or more of the purposes of public display, cleaning and

restoration (and for no other purpose).

(1A) An interest in possession falls within this subsection if—

(a) it is an interest in possession in settled property,
(b) the settled property is not property to which section 71A or 71D below
applies,
(c) the person is beneficially entitled to the interest in possession,
(d) the person became beneficially entitled to the interest in possession
on or after 22nd March 2006, and
(e) the interest in possession is—
(i) not an immediate post-death interest,
(i) not a disabled person's interest, and
(iii) not a transitional serial interest.
(1B) An interest in possession falls within this subsection if the person—
(a) was domiciled in the United Kingdom on becoming beneficially entitled
to it, and
(b) became beneficially entitled to it by virtue of a disposition which was
prevented from being a transfer of value by section 10 below.
7 Rates.
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(1) Subject to subsections (2), (4) and (5) below the tax charged on the value
transferred by a chargeable transfer made by any transferor shall be charged at the
following rate or rates, that is to say—

(a) if the transfer is the first chargeable transfer made by that transferor in
the period of seven years ending with the date of the transfer, at the rate or rates
applicable to that value under the . . . Table in Schedule 1 to this Act;

(b) in any other case, at the rate or rates applicable under that Table to
such part of the aggregate of—

(i) that value, and
(i) the values transferred by previous chargeable transfers made by
him in that period,

as is the highest part of that aggregate and is equal to that value.

(2) Except as provided by subsection (4) below, the tax charged on the value
transferred by a chargeable transfer made before the death of the transferor shall be
charged at one-half of the rate or rates referred to in subsection (1) above.

(3) In the Table in Schedule 1 to this Act any rate shown in the third column is
that applicable to such portion of the value concerned as exceeds the lower limit shown
in the first column but does not exceed the upper limit (if any) shown in the second
column.

(4) Subject to subsection (5) below, subsection (2) above does not apply in the
case of a chargeable transfer made at any time within the period of seven years ending
with the death of the transferor but, in the case of a chargeable transfer made within that
period but more than three years before the death, the tax charged on the value
transferred shall be charged at the following percentage of the rate or rates referred to in
subsection (1) above—

(a) where the transfer is made more than three but not more than four
years before the death, 80 per cent;

(b) where the transfer is made more than four but not more than five
years before the death, 60 per cent;

(c) where the transfer is made more than five but not more than six years
before the death, 40 per cent; and

(d) where the transfer is made more than six but not more than seven
years before the death, 20 per cent.

(5) If, in the case of a chargeable transfer made before the death of the transferor,
the tax which would fall to be charged in accordance with subsection (4) above is less

than the tax which would have been chargeable (in accordance with subsection (2) above)
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if the transferor had not died within the period of seven years beginning with the date of
the transfer, subsection (4) above shall not apply in the case of that transfer.
10 Dispositions not intended to confer gratuitous benefit.

(1) A disposition is not a transfer of value if it is shown that it was not indented,
and was not made in a transaction intended, to confer any gratuitous benefit on any
person and either—

(a)that it was made in a transaction at arm’s length between persons not
connected with each other, or

(b)that it was such as might be expected to be made in a transaction at
arm’s length between persons not connected with each other.

(2) Subsection (1) above shall not apply to a sale of unless it is shown that the
sale was at a price freely negotiated at the time of the sale or at a price such as might be
expected to have been freely negotiated at the time of the sale.

(3) In this section—

“disposition” includes anything treated as a disposition by virtue of section 3(3)
above;

“transaction” includes a series of transactions and any associated operations.

11 Dispositions for maintenance of family.
(1) A disposition is not a transfer of value if it is made by one party to a marriage in
favour of the other party or of a child of either party and is—
(a) for the maintenance of the other party, or
(b) for the maintenance, education or training of the child for a period
ending not later than the year in which he attains the age of eighteen or, after
attaining that age, ceases to undergo full-time education or training.

(2) A disposition is not a transfer of value if it is made in favour of a child who is
not in the care of a parent of his and is for his maintenance, education or training for a
period ending not later than the year in which—

(a) he attains the age of eighteen, or
(b) after attaining that age he ceases to undergo full-time education or
training;

but paragraph (b) above applies only if before attaining that age the child has for
substantial periods been in the care of the person making the disposition.

(3) A disposition is not a transfer of value if it is made in favour of a dependent
relative of the person making the disposition and is a reasonable provision for his care or

maintenance.
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(4) A disposition is not a transfer of value if it is made in favour of an illegitimate
child of the person making the disposition and is for the maintenance, education or
training of the child for a period ending not later than the year in which he attains the age
of eighteen or, after attaining that age, ceases to undergo full-time education or training.

(5) Where a disposition satisfies the conditions of the preceding provisions of this
section to a limited extent only, so much of it as satisfies them and so much of it as does
not satisfy them shall be treated as separate dispositions.

(6) In this section—

“child” includes a step-child and an adopted child and “parent” shall be

construed accordingly;

“civil partnership”, in relation to a disposition made on the occasion of the

dissolution or annulment of a civil partnership, and in relation to a disposition

varying a disposition so made, includes a former civil partnership;

“dependent relative” means in relation to any person—

(a) a relative of his, or of his spouse or civil partner, who is incapacitated by
old age or infirmity from maintaining himself, or
(b) his mother or father or his spouse's or civil partner's mother or father;

“marriage”, in relation to a disposition made on the occasion of the dissolution or
annulment of a marriage, and in relation to a disposition varying a disposition so made,
includes a former marriage,

“year” means period of twelve months ending with 5th April.

18 Transfers between spouses or civil partners.

(1) A transfer of value is an exempt transfer to the extent that the value
transferred is attributable to property which becomes comprised in the estate of the
transferor’s spouse or civil partner or, so far as the value transferred is not so attributable,
to the extent that that estate is increased.

(2) If, immediately before the transfer, the transferor but not the transferor’s
spouse or civil partner is domiciled in the United Kingdom the value in respect of which
the transfer is exempt (calculated as a value on which no tax is chargeable) shall not
exceed £55,000 less any amount previously taken into account for the purposes of the
exemption conferred by this section.

(3) Subsection (1) above shall not apply in relation to property if the testamentary
or other disposition by which it is given—

(a) takes effect on the termination after the transfer of value of any interest

or period, or
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(b) depends on a condition which is not satisfied within twelve months
after the transfer;

but paragraph (a) above shall not have effect by reason only that the property is
given to a spouse or civil partner only if he survives the other spouse or civil partner for a
specified period.

(4) For the purposes of this section, property is given to a person if it becomes his
property or is held on trust for him.

19 Annual exemption.

(1) Transfers of value made by a transferor in any one year are exempt to the
extent that the values transferred by them (calculated as values on which no tax is
chargeable) do not exceed £3,000.

(2) Where those values fall short of £3,000, the amount by which they fall short
shall, in relation to the next following year, be added to the £3,000 mentioned in
subsection (1) above.

(3) Where those values exceed £3,000, the excess—

(a) shall, as between transfers made on different days, be attributed so far
as possible to a later rather than an earlier transfer, and

(b) shall, as between transfers made on the same day, be attributed to
them in proportion to the values transferred by them.

(3A) A transfer of value which is a potentially exempt transfer—

(@) shall in the first instance be left out of account for the purposes of
subsections (1) to (3) above; and

(b) if it proves to be a chargeable transfer, shall for the purposes of those
subsections be taken into account as if, in the year in which it was made, it was
made later than any transfer of value which was not a potentially exempt transfer.

(4) In this section “year” means period of twelve months ending with 5th April.

(5) Section 3(4) above shall not apply for the purposes of this section (but without
prejudice to sections 57 and 94(5) below).

20 Small gifts.

(1) Transfers of value made by a transferor in any one year by outright gifts to any
one person are exempt if the values transferred by them (calculated as values on which
no tax is chargeable) do not exceed £250.

(2) In this section “year” means period of twelve months ending with 5th April.

(3) Section 3(4) above shall not apply for the purposes of this section.

21 Normal expenditure out of income.

(1) A transfer of value is an exempt transfer if, or to the extent that, it is shown—
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(a) that it was made as part of the normal expenditure of the transferor,
and

(b) that (taking one year with another) it was made out of his income, and

(0) that, after allowing for all transfers of value forming part of his normal
expenditure, the transferor was left with sufficient income to maintain his usual
standard of living.

(2) A payment of a premium on a policy of insurance on the transferor’s life, or a
gift of money or money’s worth applied, directly or indirectly, in payment of such a
premium, shall not for the purposes of this section be regarded as part of his normal
expenditure if, when the insurance was made or at any earlier or later time, an annuity
was purchased on his life, unless it is shown that—

(a) the purchase of the annuity, and

(b) the making or any variation of the insurance or of any prior insurance
for which the first-mentioned insurance was directly or indirectly substituted,
were not associated operations.

(3) So much of a purchased life annuity (within the meaning of section 423 of the
Income Tax (Trading and Other Income) Act 2005 as is, exempt from income tax under
section 717 of that Act, shall not be regarded as part of the transferor’s income for the
purposes of this section.

(4) Subsection (3) above shall not apply to annuities purchased before 13th
November 1974.

(5) Section 3(4) above shall not apply for the purposes of this section.

22 Gifts in consideration of marriage or civil partnership.

(1) Transfers of value made by gifts in consideration of marriage or civil partnership
are exempt to the extent that the values transferred by such transfers made by any one
transferor in respect of any one marriage or civil partnership(calculated as values on which
no tax is chargeable) do not exceed—

(a) in the case of gifts within subsection (2) below by a parent of a party to
the marriage or civil partnership , £5,000,

(b) in the case of other gifts within subsection (2) below, £2,500, and

(c) in any other case £1,000;
any excess being attributed to the transfers in proportion to the values transferred.
(2) A gift is within this subsection if—

(a) it is an outright gift to a child or remoter descendant of the transferor or
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(b) the transferor is a parent or remoter ancestor of either party to the
marriage or civil partnership , and either the gift is an outright gift to the other party
to the marriage or civil partnership or the property comprised in the gift is settled
by the gift, or
(c) the transferor is a party to the marriage or civil partnership , and either
the gift is an outright gift to the other party to the marriage or civil partnership or
the property comprised in the gift is settled by the gift;
and in this section “child” includes an illegitimate child, an adopted child and a
step-child and “parent”, “descendant” and “ancestor” shall be construed accordingly.
23 Gifts to charities or registered clubs.

(1) Transfers of value are exempt to the extent that the values transferred by them
are attributable to property which is given to charities or registered clubs.
24 Gifts to political parties.

(1) Transfers of value are exempt to the extent that the values transferred by
them—

(a)are attributable to property which becomes the property of a political

party qualifying for exemption under this section; . . .

(2) A political party qualifies for exemption under this section if, at the last general
election preceding the transfer of value,—

(a) two members of that party were elected to the House of Commons, or

(b) one member of that party was elected to the House of Commons and
not less than 150,000 votes were given to candidates who were members of that
party.

(3) Subsections (2) to (5) of section 23 above shall apply in relation to subsection
(1) above as they apply in relation to section 23(1).

(4) For the purposes of section 23(2) to (5) as they apply by virtue of subsection (3)
above property is given to any person or body if it becomes the property of or is held on
trust for that person or body, and “donor” shall be construed accordingly.
24A Gifts to housing associations.

(1) A transfer of value is exempt to the extent that the value transferred by it is
attributable to land in the United Kingdom given to a body falling within subsection (2)
below.

(2) A body falls within this subsection if it is—

(za) a non-profit registered provider of social housing;
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(a) a registered social landlord within the meaning of Part | of the Housing

Act 1996;

(b) a registered housing association within the meaning of the Housing

Associations Act 1985; or

(c) a registered housing association within the meaning of Part Il of the

Housing (Northern Ireland) Order 1992.

(3) Subsections (2) to (5) of section 23 and subsection (4) of section 24 above shall
apply in relation to subsection (1) above as they apply in relation to section 24(1).

25 Gifts for national purposes, etc.

(1) A transfer of value is an exempt transfer to the extent that the value
transferred by it is attributable to property which becomes the property of a body within
Schedule 3 to this Act.

(2) Subsections (2) to (5) of section 23 and subsection (4) of section 24 above shall
apply in relation to subsection (1) above as they apply in relation to section 24(1), except
that section 23(3) shall not prevent subsection (1) above from applying in relation to
property consisting of the benefit of an agreement restricting the use of land.

115 Preliminary.

(1) In this Chapter references to a transfer of value include references to an
occasion on which tax is chargeable under Chapter Il of Part Ill of this Act (apart from
section 79) and—

(a) references to the value transferred by a transfer of value include
references to the amount on which tax is then chargeable, and

(b) references to the transferor include references to the trustees of the
settlement concerned.

(2) In this Chapter “agricultural property” means agricultural land or pasture and
includes woodland and any building used in connection with the intensive rearing of
livestock or fish if the woodland or building is occupied with agricultural land or pasture
and the occupation is ancillary to that of the agricultural land or pasture; and also includes
such cottages, farm buildings and farmhouses, together with the land occupied with them,
as are of a character appropriate to the property.

(3) For the purposes of this Chapter the agricultural value of any agricultural
property shall be taken to be the value which would be the value of the property if the
property were subject to a perpetual covenant prohibiting its use otherwise than as
agricultural property (or, in the case of property outside the United Kingdom, the Channel
Islands and the Isle of Man, if it were subject to provisions equivalent in effect to such a

covenant).
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(4) For the purposes of this Chapter the breeding and rearing of horses on a stud
farm and the grazing of horses in connection with those activities shall be taken to be
agriculture and any buildings used in connection with those activities to be farm buildings.

(5) This Chapter applies to agricultural property only if it is in—

(a) the United Kingdom, the Channel Islands or the Isle of Man, or

(b) a state, other than the United Kingdom, which is an EEA state (within
the meaning given by Schedule 1 to the Interpretation Act 1978) at the time of the
transfer of value in question.

116 The relief.

(1) Where the whole or part of the value transferred by a transfer of value is
attributable to the agricultural value of agricultural property, the whole or that part of the
value transferred shall be treated as reduced by the appropriate percentage, but subject
to the following provisions of this Chapter.

(2) The appropriate percentage is 100 per cent. if. . .—

(a) the interest of the transferor in the property immediately before the
transfer carries the right to vacant prossession or the right to obtain it within the
next twelve months, or

(b) the transferor has been beneficially entitled to that interest since
before 10th March 1981 and the conditions set out in subsection (3) below are
satisfied; or

(c) the interest of the transferor in the property immediately before the
transfer does not carry either of the rights mentioned in paragraph (a) above
because the property is let on a tenancy beginning on or after 1st September
1995;

and, subject to subsection (4) below, it is 50 per cent. in any other case.

(3)The conditions referred to in subsection (2)(b) above are—

(a) that if the transferor had disposed of his interest by a transfer of value
immediately before 10th March 1981 and duly made a claim under paragraph 1 of
Schedule 8 to the Finance Act 1975, the value transferred would have been
computed in accordance with paragraph 2 of that Schedule and relief would not
have been limited by paragraph 5 of that Schedule (restriction to £250,000 or one
thousand acres); and

(b) that the transferor’s interest did not at any time during the period
beginning with 10th March 1981 and ending with the date of the transfer carry a
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right mentioned in subsection (2)(a) above, and did not fail to do so by reason of

any act or deliberate omission of the transferor during that period.

(4) Where the appropriate percentage would be 100 per cent. but for a limitation
on relief that would have been imposed (as mentioned in subsection (3)(a) above) by
paragraph 5 of Schedule 8 to the Finance Act 1975, the appropriate percentage shall be
100 per cent. in relation to a part of the value transferred equal to the amount which
would have attracted relief under that Schedule and 50 per cent. in relation to the
remainder.

125 The relief.

(1) This section applies where—

(a) part of the value of a person’s estate immediately before his death is
attributable to the value of land. . . on which trees or underwood are growing but
which is not agricultural property within the meaning of Chapter Il of this Part of
this Act, and

(b) either he was beneficially entitled to the land throughout the five years
immediately preceding his death, or he became beneficially entitled to it
otherwise than for a consideration in money or money’s worth.

(1A) But this section applies only if the land is in the United Kingdom or another
state which is an EEA state (within the meaning given by Schedule 1 to the Interpretation
Act 1978) at the time of the person's death.

(2) Where this section applies and the person liable for the whole or part of the
tax so elects—

(a) the value of the trees or underwood shall be left out of account in
determining the value transferred on the death, but

(b) tax shall be charged in the circumstances mentioned in section 126
below.

(3) An election under this section must be made by notice in writing to the Board
within two years of the death or such longer time as the Board may allow.

141 Two or more transfers within five years.

(1) Where the value of a person’s estate was increased by a chargeable transfer
(“the first transfer”) made not more than five years before—

(a) his death, or

(b) a chargeable transfer which is made by him otherwise than on his
death and as to which the conditions specified in subsection (2) below are

satisfied,
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the tax chargeable on the value transferred by the transfer made on his death or,
as the case may be, referred to in paragraph (b) above (“the later transfer”) shall be
reduced by an amount calculated in accordance with subsection (3) below.

(2) The conditions referred to in subsection (1)(b) above are—

(a) that the value transferred by the later transfer falls to be determined
by reference to the value of settled property in which there subsists an interest in
possession to which the transferor is entitled;

(b) that the value transferred by the first transfer also fell to be determined
by reference to the value of that property; and

(c) that the first transfer either was or included the making of the
settlement or was made after the making of the settlement.

(3) The amount referred to in subsection (1) above is a percentage of the tax
charged on so much of the value transferred by the first transfer as is attributable to the
increase mentioned in that subsection; and the percentage is—

(a) 100 per cent. if the period beginning with the date of the first transfer
and ending with the date of the later does not exceed one year;

(b) 80 per cent. if it exceeds one year but does not exceed two years;

(c) 60 per cent. if it exceeds two years but does not exceed three years;

(d) 40 per cent. if it exceeds three years but does not exceed four years;
and

(e) 20 per cent. if it exceeds four years.

(4) Where in relation to the first transfer there is more than one later transfer, the
reduction provided for by this section shall be given only in respect of the earliest of
them, unless the reduction represents less than the whole of the tax charged as
mentioned in subsection (3) above; and in that case a reduction may be made in respect
of subsequent transfers (in chronological order) until reductions representing the whole of
that tax have been made.

(5) For the purposes of subsection (4) above, a reduction made in accordance with
paragraph (a) of subsection (3) above represents an equivalent amount of tax, a reduction
made in accordance with paragraph (b) represents the amount of tax of which it is 80 per
cent., and so on.

(6) In determining for the purposes of this section whether or to what extent the
value of the transferor’s estate was increased by a chargeable transfer, there shall be
disregarded any excluded property consisting of a reversionary interest to which he
became entitled on the occasion of or before the chargeable transfer.

(7) Where—
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(a) the value of the transferor’s estate was increased in consequence of—
(i) a gift inter vivos, or
(i) a disposition or determination of a beneficial interest in
possession in property comprised in a settlement, and

(b) tax under section 22(5) of the M1Finance Act 1975 was by reason of the
gift or interest payable on a subsequent death,
this section shall apply as if the increase had been by the chargeable transfer

made on the occasion of the death.
216 Delivery of accounts.

(6) An account under the preceding provisions of this section shall be delivered—

(a) in the case of an account to be delivered by personal representatives,
before the expiration of the period of twelve months from the end of the month
in which the death occurs, or, if it expires later, the period of three months
beginning with the date on which the personal representatives first act as such;

(@aa) in the case of an account to be delivered by a person within
subsection (1)(bb) or (bd) above, before the expiration of the period of twelve
months from the end of the month in which the death of the transferor occurs;

(ab) in the case of an account to be delivered by a person within
subsection (1)(bc) above, before the expiration of the period of twelve months
from the end of the month in which the death occurs;

@C) .o

(b) in the case of an account to be delivered by a person within subsection
(2) above, before the expiration of the period of three months from the time when
he first has reason to believe that he is required to deliver an account under that
subsection;

(c) in the case of an account to be delivered by any other person, before
the expiration of the period of twelve months from the end of the month in which
the transfer is made or, if it expires later, the period of three months beginning
with the date on which he first becomes liable for tax.

(7) A person liable for tax under section 32 or 32A, 79 or 126 above or under
Schedule 5 to this Act shall deliver an account under this section before the expiration of
the period of six months from the end of the month in which the event by reason of
which the tax is chargeable occurs.

217 Defective accounts.
If a person who has delivered an account under section 216 above discovers at

any time that the account is defective in a material respect by reason of anything
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contained in or omitted from it he shall, within six months of that time, deliver to the
Board a further account containing such information as may be necessary to remedy the
defect.

218 Non-resident trustees.

(1) Where any person, in the course of a trade or profession carried on by him,
other than the profession of a barrister, has been concerned with the making of a
settlement and knows or has reason to believe—

(a) that the settlor was domiciled in the United Kingdom, and
(b) that the trustees of the settlement are not or will not be resident in
the United Kingdom,

he shall, within three months of the making of the settlement, make a return to
the Board stating the names and addresses of the settlor and of the trustees of the
settlement.

(2) A person shall not be required to make a return under this section in relation
to—

(a) any settlement made by will, or

(b) any other settlement, if such a return in relation to that settlement has
already been made by another person or if an account has been delivered in
relation to it under section 216 above.

(3) For the purposes of this section trustees of a settlement shall be regarded as
not resident in the United Kingdom unless the general administration of the settlement is
ordinarily carried on in the United Kingdom and the trustees or a majority of them (and,
where there is more than one class of trustees, a majority of each class) are for the time
being resident in the United Kingdom.
218A Instruments varying dispositions taking effect on death

(1) Where—

(@) an instrument is made varying any of the dispositions of the property
comprised in the estate of a deceased person immediately before his death,
(b) the instrument contains a statement under subsection (2) of section

142 above, and

(c) the variation results in additional tax being payable,

the relevant persons (within the meaning of that subsection) shall, within six
months after the day on which the instrument is made, deliver a copy of it to the Board
and notify them of the amount of the additional tax.

(2) To the extent that any of the relevant persons comply with the requirements

of this section, the others are discharged from the duty to comply with them.
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245 Failure to deliver accounts.

(1) This section applies where a person (“the taxpayer”) fails to deliver an account
under section 216 or 217 above.

(2) The taxpayer shall be liable—

(a) to a penalty of £100; and

(b) to a further penalty not exceeding £60 for every day after the day on
which the failure has been declared by a court or the tribunal and before the day
on which the account is delivered.

(3) If—

(a) proceedings in which the failure could be declared are not commenced
before the end of the relevant period, and

(b) the taxpayer has not delivered the account by the end of that period,
he shall be liable to a further penalty of £100.

(4) In subsection (3) above “the relevant period” means the period of six months
beginning immediately after the end of the period given by section 216(6) or (7) or section
217 above (whichever is applicable).

(4A) without prejudice to any penalties under subsections (2) and (3) above, if—

(a) the failure by the taxpayer to deliver the account continues after the
anniversary of the end of the period given by section 216(6) or (7) (whichever is
applicable), and

(b) there would have been a liability to tax shown in the account,

the taxpayer shall be liable to a penalty of an amount not exceeding £3,000.

(5) If the taxpayer proves that his liability to tax does not exceed a particular
amount, the penalty under subsection (2)(@) above, together with any penalty under
subsection (3) above, shall not exceed that amount.

(6) A person shall not be liable to a penalty under subsection (2)(b) above if he
delivers the account required by section 216 or 217 before proceedings in which the
failure could be declared are commenced.

(7) A person who has a reasonable excuse for failing to deliver an account shall
not be liable by reason of that failure to a penalty under this section, unless he fails to
deliver the account without unreasonable delay after the excuse has ceased.
245A Failure to provide information etc.

(1) A person who fails to make a return under section 218 above shall be liable—

(a) to a penalty not exceeding £300; and



147

(b) to a further penalty not exceeding £60 for every day after the day on
which the failure has been declared by a court or the tribunal and before the day
on which the return is made.

(1A) A person who fails to comply with the requirements of section 218A above
shall be liable—

(a) to a penalty not exceeding £100; and

(b) to a further penalty not exceeding £60 for every day after the day on
which the failure has been declared by a court or the tribunal and before the day
on which the requirements are complied with.

(1B) Without prejudice to any penalties under subsection (1A) above, if a person
continues to fail to comply with the requirements of section 218A after the anniversary of
the end of the period of six months referred to in section 218A(1), he shall be liable to a

penalty of an amount not exceeding £3,000.

(4) A person shall not be liable to a penalty under subsection (1)(b) or (1A)b)
above if—
(a) he makes the return required by section 218 above, or

aa) he complies with the requirements of section 218A above,

(
O) .o
(

before proceedings in which the failure could be declared are commenced.

(5) A person who has a reasonable excuse for failing to make a return or to comply
with the requirements of section 218A shall not be liable by reason of that failure to a
penalty under this section, unless he fails to make the return or to comply with those
requirements without unreasonable delay after the excuse has ceased.

247 Provision of incorrect information.

(3) Any person not liable for tax on the value transferred by a chargeable transfer
who fraudulently or negligently furnishes or produces to the Board any incorrect
information or document in connection with the transfer shall be liable to a penalty not
exceeding £3,000.

(4) Any person who assists in or induces the delivery, fumishing or production in
pursuance of this Part of this Act of any account, information or document which he

knows to be incorrect shall be liable to a penalty not exceeding £3,000.
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248 Failure to remedy errors.

(1) If after any. . . information or document has been. . . furnished or produced by
any person without fraud or negligence it comes to his notice that it was incorrect in any
material respect it shall be treated for the purposes of section 247 above as having been
negligently. . . furnished or produced unless the error is remedied without unreasonable
delay.

(2) If after any account, information or document has been delivered, furnished or
produced by any person in pursuance of this Part of this Act it comes to the notice of any
other person that it contains an error whereby tax for which that other person is liable has
been or might be underpaid, that other person shall inform the Board of the error; and if
he fails to do so without unreasonable delay he shall be liable to the penalty to which he
would be liable. . . if the account, information or document had been delivered, furnished

or produced by him and the case were one of negligence.
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268 Associated operations.

(1) In this Act “associated operations” means, subject to subsection (2) below, any
two or more operations of any kind, being—

(a) operations which affect the same property, or one of which affects
some property and the other or others of which affect property which represents,
whether directly or indirectly, that property, or income arising from that property,
or any property representing accumulations of any such income, or

(b) any two operations of which one is effected with reference to the
other, or with a view to enabling the other to be effected or facilitating its being
effected, and any further operation having a like relation to any of those two, and
so on.
whether those operations are effected by the same person or different persons,

and whether or not they are simultaneous; and “operation” includes an omission.

(2) The granting of a lease for full consideration in money or money’s worth shall
not be taken to be associated with any operation effected more than three years after the
grant, and no operation effected on or after 27th March 1974 shall be taken to be
associated with an operation effected before that date.

(3) Where a transfer of value is made by associated operations carried out at
different times it shall be treated as made at the time of the last of them; but where any
one or more of the earlier operations also constitute a transfer of value made by the
same transferor, the value transferred by the earlier operations shall be treated as
reducing the value transferred by all the operations taken together, except to the extent
that the transfer constituted by the earlier operations but not that made by all the
operations taken together is exempt under section 18 above.

272 General interpretation.
In this Act, except where the context otherwise requires,—
“disposition” includes a disposition effected by associated operations;

“estate” shall be construed in accordance with sections 5, 55 and 151(4) above;
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SCHEDULE 1 TABLE

Portion of value Rate of tax
Lower limit (£) Upper limit (£) Percent.
0 325,000 Nil
325,000 40

SCHEDULE 3 GIFTS FOR NATIONAL PURPOSES, ETC.

The National Gallery.

The British Museum.

The National Museums of Scotland.

The National Museum of Wales.

The Ulster Museum.

Any other similar national institution which exists wholly or mainly for the purpose
of preserving for the public benefit a collection of scientific, historic or artistic interest and
which is approved for the purposes of this Schedule by the Treasury.

Any museum or art gallery in the United Kingdom which exists wholly or mainly
for that purpose and is maintained by a local authority or university in the United
Kingdom.

Any library the main function of which is to serve the needs of teaching and
research at a university in the United Kingdom.

The Historic Buildings and Monuments Commission for England.

The National Trust for Places of Historic Interest or Natural Beauty.

The National Trust for Scotland for Places of Historic Interest or Natural Beauty.

The National Art Collections Fund.

The Trustees of the National Heritage Memorial Fund. The National Endowment
for Science, Technology and the Arts.

The Friends of the National Libraries.

The Historic Churches Preservation Trust.

Commission for Rural Communities.

Natural England.

Scottish Natural Heritage.

Countryside Council for Wales.

The Marine Management Organisation.

Any local authority.

Any Government department (including the National Debt Commissioners).

Any university or university college in the United Kingdom.
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A health service body, within the meaning of section 986 of the Corporation Tax
Act 2010.

Law of Property Act 1925
184 Presumption of survivorship in regard to claims to property.

In all cases where, after the commencement of this Act, two or more persons
have died in circumstances rendering it uncertain which of them survived the other
or others, such deaths shall (subject to any order of the court), for all purposes
affecting the title to property, be presumed to have occurred in order of seniority,

and accordingly the younger shall be deemed to have survived the elder.
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