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CORPORATION TAX ACT 2009

EXPLANATORY NOTES

COMMENTARY ON SECTIONS

Part 5: Loan Relationships

Overview

Chapter 15: Tax avoidance

Overview

Section 454: Application of fair value accounting: reset bonds etc

1300. This section provides rules for debits and credits on loan relationships represented by
bonds on which the terms change after issue, to be determined on the basis of fair value
accounting. It is based on section 88A of FA 1996.

1301. Principally, this section counters avoidance where companies subscribe for reset bonds
which increase in value after issue and are transferred to another group company at cost
under section 340 onwards. That company is then sold outside the group at market value
with the profit on the bond reflected in the capital gain on the sale of the subsidiary and
not as a credit under this Part.
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