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Estate duty—Settled property—Life interest in favour of widow—No settlement 
estate duty paid on death of testator—Death of widow—Liability t o 
estate duty on cesser of life interest—Ordinance No. 8 of 1919, s. 16 (1) 
and (2) . 
Property was bequeathed by last will to trustees upon trust as to. 

h a l f the annual income for the testator's two sons and as to the remainder 
of such income for his wife during her widowhood, and upon her death-
or marriage the entire estate was bequeathed to the two sons. 

On the death of the testator estate duty was paid- in respect of the 
property but no " settlement estate duty" was paid in view of the-
exemption created by section 16 (1) (a) of the Estate Duty Ordinance. 

Held, that on the death of the widow no estate duty was payable on. 
'the footing of the cesser of her life interest in half the estate. 

TH I S w a s an appeal from an order c o n d e m n i n g the appel lants to 
pay es tate duty in respect of the es tate of Rear -Admira l Baker , 

deceased, on the dea th of t h e latter's w i d o w . T h e appe l lants w h o a re 
trustees under t h e last w i l l of Rear -Admira l Baker pa id es ta te d u t y on 
the va l ue of his property in C e y l o n o n h i s d e a t h in 1922. T h e e s t a t e 
w a s bequeathed to the trustees u p o n trust as to half the annua l i n c o m e 
for the testator's t w o sons and as to the r e m a i n d e r of such i n c o m e for 
h i s w i f e during her w i d o w h o o d . 

T h e w i d o w died in 1934 and t h e Commiss ioner of S t a m p s assessed 
es tate d u t y on the foot ing that the cesser of her l i f e in teres t i n half t h e 
property w a s l iable to duty . 

« 

H. V. Perera, K.C. ( w i t h h im F. C. W. van Geyzel), for the a p p e l l a n t s . — 
B y the provis ions of sect ion 16 the leg is lature i n t e n d e d to e x e m p t f rom 
the p a y m e n t of estate d u t y m o r e than once, proper ty se t t l ed i n accordance' 
w i t h the sect ion unt i l that property passed out of the s e t t l e m e n t a n d 
in order to counteract the benefit of s u c h e x e m p t i o n sect ion 16 (a) i m p o s e d 
a further duty cal led s e t t l e m e n t es tate d u t y l e v i a b l e at the rate of o n e 
per c e n t ; w h e r e , h o w e v e r , the s e t t l e m e n t w a s in favour of a s u r v i v i n g 
spouse e v e n this addit ional duty is not lev ied . 

T h e words " under the last preceding sub-sect ion " occurr ing in section' 
16 (2) m u s t be read as qual i fy ing the w o r d s " se t t l ed property " w h i c h 
t h e y fo l low. T h e y are not found in t h e corresponding sect ion of t h e 
Engl i sh Act and it is submit ted that t h e y w e r e introduced into t h e 
local sect ion in order to m a k e it qu i te c lear that t h e e x e m p t i o n w a s 
restricted to s e t t l ements w i t h i n the m e a n i n g of sec t ion 16 ( 1 ) . 

There are t w o object ions to t h e respondent ' s content ion that the-
w o r d s " under the last preceding sub-sect ion " qual i fy " paid ", n a m e l y : — 

(1) it w o u l d l ead to the a n o m a l y that property se t t l ed in favour of a 
s tranger and therefore p a y i n g the c o m p a r a t i v e l y smal l s e t t l e m e n t 
estate d u t y w o u l d escape further taxat ion unt i l the s e t t l e m e n t 
c a m e to an end w h e r e a s n o such e x e m p t i o n w o u l d operate-
w h e r e the s e t t l ement w a s i n favour of a spouse, a n d 
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. ( 2 ) if that had been the intent ion of the legislature the draftsman 
w o u l d ei ther have used the term set t lement estate duty in 
sub-section ( 2 ) or h a v e interposed the words " u n d e r the last 
preceding sub-sec t ion" after the words "es ta te d u t y " on the 
w o r d " p a i d " in the first l ine of sub-section ( 2 ) . 

J. E. M. Obeyesekere, C.C., for the Commissioner of Stamps, respondent. 
— L a d y Baker had an interest in one-half of Mahagastotte estate, which 
w a s terminable upon her death. This interest is property passing on 
her death, w i t h i n the meaning of section 8 ( 1 ) (b) of the Estate D u t y 
Ordinance, No. 8 of 1 9 1 9 . Estate d u t y is payable on such property 
u n l e s s the appellants can bring the case under some exempt ion to be 
found in the Ordinance. Sect ion 1 6 ( 2 ) does not apply because estate 
d u t y has not been paid in respect of this property under section 1 6 ( 1 ) . 
T h e words " under the last preceding sub-sec t ion" occurring in / sec t ion 1 6 
( 2 ) , qual i fy the w o r d " p a i d " . Estate d u t y paid under section 1 6 ( 1 ) 

is se t t l ement estate duty . N o se t t l ement estate duty w a s paid on the 
dea th of Admira l Baker. The exempt ion created by section 1 6 ( 2 ) 
d o e s not therefore apply and estate duty is consequent ly payable on 
L a d y Baker's interest in the estate, wh ich ceased upon her death. 

Cur. adv. vjult. 

June 1 4 , 1 9 3 7 . MOSELEY J.— 

The appel lants are the trustees appointed under the last w i l l of Rear-
Admiral Ju l ien A l l e y n e Baker, deceased. On his death in 1 9 2 2 estate 
duty w a s paid on the va lue of his assets in Ceylon, which; included the 
Mahagastotte estate. That estate w a s bequeathed to the trustees 
u p o n trust as to half the annual income for the testator's t w o sons and 
as to the remainder of such income for his w i f e during her widowhood. 
Upon her death or marriage the ent ire estate w a s bequeathed to the 
said t w o sons. 

The w i d o w died in 1 9 3 4 , and the Commiss ioner of S tamps has assessed 
estate duty on the footing that the cesser of her l i fe interest in half the 
Mahagasto t te . estate is l iable to estate duty. 

It m a y be convenient to set out here the re levant portion of the sect ion 
of the Estate Dut ies Ordinance, No. 8 of 1 9 1 9 , w h i c h regulates the 
p a y m e n t of estate duty on sett led property. It is as fo l lows : — 

" 1 6 ( 1 ) Where property in respect of w h i c h estate duty is lev iable 
i s set t led by the w i l l of the deceased, or hav ing been sett led by the 
deceased by some other disposit ion passes under that disposition on 
t h e death of the deceased to some person not competent to dispose 
of the property— 

(o) A further estate duty (called se t t l ement estate duty) on the 
v a l u e of t h e sett led property shal l b e l ev id at the rate 
hereinafter specified, except w h e r e the only life interest in 
the property after the death of the deceased is that of a 
w i f e or husband of the deceased ; but 

(b) Dur ing the cont inuance of the sett lement , the se t t lement es tate 
duty shal l not be payable more than once. 
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(2) If estate duty has a lready b e e n paid in respect of a n y se t t led 
property under t h e last preceding sub-sect ion s ince the date of the 
set t lement , the estate duty shal l no t be payable in respect thereof 
unt i l the death of a person w h o w a s at t h e t i m e of h i s death , or h a d 
been at any t i m e during the cont inuance of the se t t l ement , c o m p e t e n t 
to dispose of such property" . 
T h e appel lants appealed against the as ses sment on the ground that 

t h e w i d o w had not at any t i m e b e e n competent to dispose of the property , 
that estate duty has a lready been paid in respect of it, and that conse­
quent ly in v i e w of the e x e m p t i o n contained in sect ion 16 (2) n o e s t a t e 
d u t y w a s payable on her death . T h e appeal w a s d ismissed and t h e 
appel lants h a v e n o w appealed to this Court. 

N o w , sub-sect ions (1) and (2) of sect ion 16 of the Cey lon Ordinance' 
f o l l o w pract ical ly verbat im sub-sect ions (1) and (2) of s ec t ion 5 of t h e 
F inance Act , 1894. T h e r e is one notable difference and t h a t i s the 
insert ion in sub-sect ion (2) of the local Ordinance after the w o r d s 
" sett led property " of the w o r d s " under t h e last preced ing sub-sec t ion ". 

The last preceding sub-sect ion provides for the p a y m e n t , in the case 
of property set t led in specified manner , of a special e s ta te duty , called' 
" se t t l ement estate d u t y " . That duty has b e e n fixed at o n e per cent, 
of the v a l u e of the es tate . The obv ious purpose of such a d u t y is to-
re l i eve an estate w h i c h is comprised of property subject to a success ion 
of l i fe interests from p a y i n g the fu l l du ty on the cesser of each l i fe interest . 
S e t t l e m e n t estate duty is paid in such cases, " e x c e p t w h e r e the on ly 
l i fe interest in t h e property after the death of the deceased is that of a 
w i f e or husband of the deceased ". 

In the case n o w before u s the on ly l i fe interest w a s that of the w i f e 
of the deceased. Consequent ly s e t t l ement e s ta te d u t y w a s riot paid. 
This fact, coupled w i t h the insert ion in sec t ion 16 (2) of the w o r d s above 
ment ioned, has led to the difference of opinion b e t w e e n the trus tees and 
the Commiss ioner . 

On behalf of the appel lants it is contended that the w o r d s " u n d e r 
the last preceding s u b - s e c t i o n " qual i fy the w o r d s " se t t l ed p r o p e r t y " 
w h i c h i m m e d i a t e l y precede them, the in tent ion be ing to m a k e it qu i t e 
clear that the e x e m p t i o n from p a y m e n t of es tate d u t y can on ly be c la imed 
in respect of sett led property w i t h i n the m e a n i n g of sub-sect ion ( 1 ) , and 
not in respect of set t led property general ly . If that content ion is 
accepted, it fo l lows that, s ince es ta te d u t y w a s paid on the death of 
Admira l Baker on set t led property coming w i t h i n the m e a n i n g of sub­
sect ion ( 1 ) , no further estate duty is payable unt i l the death of some 
person competent to dispose of the property. Gerald ine Baker, the 
w i d o w , is no such person. 

The argument put forward on behalf of the Commiss ioner is that t h e 
w o r d s " under the last preceding s u b - s e c t i o n " qual i fy the opening 
words of sub-sect ion (2) viz., " If es tate d u t y has a lready been paid ", 
so that the estate duty referred to is the s e t t l ement estate duty . In 
support of this argument Counsel contended that the express ion " se t t l ed 
property under the last preceding s u b - s e c t i o n " is ungrammat ica l and 
that nei ther the leg is lature nor the draftsman w o u l d have been a party 
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FERNANDO A.J.—I-ag 
Appeal allowed. 

•to a solecism of such a nature. Whi le it must be conceded that the 
•expression lacks e legance, it i s not an unusual one, and, assuming that 
i t bears the m e a n i n g attributed to i t by the appellants, is not, I venture 
to think, an example of bad grammar. On the other hand, to read the 
w o r d s as interpolated w h e r e the Commiss ioner wou ld have us read them, 
one h a s to find that the draftsman avoided at least t w o more obvious 
a n d neater methods of g iv ing express ion to his intention. First ly, h e 
m i g h t h a v e inserted the words in the place w h e r e w e are invited to read 
them, and secondly, and stil l better, h e might h a v e used the phrase 
w h i c h h e had just coined, if I m a y use the term, in sub-section (1) ( a ) , 
viz., " se t t l ement estate d u t y " . In this connection it is noteworthy 
that the phrase is repeated in sub-section ( 1 ) ( b ) . It is difficult therefore 
to bel ieve that the draftsman hav ing used the express ion twice has 
i m m e d i a t e l y afterwards employed a paraphrase. 

Moreover, Counsel for the appel lants has pointed out that to read the 
w o r d s in dispute as the Commiss ioner wou ld h a v e them read wou ld 
l e a d to a manifest absurdity in that, in the case of the disposition of a 
l i f e interest to a stranger w i t h remainder to the testator's children, only 
" estate d u t y " and " se t t l ement estate d u t y " w o u l d be paid, whereas , 
in the case of a disposit ion of a l ife interest to the testator's w i d o w w i t h 
remainder to the chi ldren, estate duty w o u l d b e payable tw ice at the 
fu l l . rate. Such partial i ty can hardly h a v e been the intent ion of t h e 
leg is lature wh ich , w h i l e imposing the se t t l ement estate duty, express ly 
e x e m p t s from l iabil i ty thereto the case w h e r e the only l i fe interest in 
the property is that of a w i f e or a husband of the deceased. Again , if 
w e are to hold that the words " estate duty " w h e r e they first occur in 
sub-sect ion ( 2 ) m e a n " s e t t l e m e n t estate d u t y " then sure ly the same 
m e a n i n g must be applied to the words w h e r e they recur in the same 
sub-sect ion, a process w h i c h wou ld lead to another absurdity. 

Counsel for the Commiss ioner has invited us not to assume that the 
intent ion of "the local legis lature w a s to fo l low exact ly Engl ish law, 
w h i l e Counsel for the appel lants urges that w e should not assume an 
intent ion to depart from the model . I do not k n o w that it is necessary 
in this case to es t imate the intent ion of the legis lature, except in so 
far as it can b e gathered from giv ing to the words used their ordinary 
meaning . If I w e r e in . any doubt as to that meaning, I should feel 
incl ined to hold that the insertion of the words w h i c h do not appear in 

"the mode l w a s m a d e w i t h the intention of removing any doubt as to the 
c lass of sett led property to wh ich the sub-sect ion applies. In spite of 
t h e ine legance of the express ion, however , I have no doubt but that 
that is w h a t the w o r d s mean . 

Final ly , it is fundamenta l that t h e intent ion to impose a charge on 
t h e subject m u s t be s h o w n by clear and unambiguous language, and 
that in cases of doubtful express ion the party sought to be made l iable 
m u s t be deemed to be exempt . 

The appeal is a l lowed \vith costs here and in the Court below. 


